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INTRODUCTION

Background and Scope

Checchi and Company has been engaged in the study of ard assistance
to municipal development institutions (MDIs) in Latin America since 1973,
when we conducted an evaluation of the Instituto de Forento y Asesorfa Mu-
nicipal (IFAM) in Costa Rica in response to a reguecsc from the USAID mis-
sion in San Jos&. At about the same time the Of7ice of Develogrent Programs
of the Latin America Bureau in the Agency for International Development was
preparing a scope of work £or an inter-country evaluation of the municipal
development programs which the Agency was supporting or had supported in
the past. As indicated in Exhibit A on the following page. the compurative
study was postponed until 1974-75. Checchi and Company worked closely
with IFAM during the intervening year assisting in the implementation of
recommendations made during the initial study. We also had an opportunity
to visit thz Servicio Nacicnal de Desarrollo Urbano (SENDU) in Bolivia

during 1974.

The comparative study supported by AID/Washington continued with an
evaluation of the Instituto de Fomento Municipal (INFOM) of Guatemala dur-
ing November-December, 1974. In March and April, 1975,Checchi analysts
made brief observation visits to the Liga Municipal Dominicana in the
Dominican Republic and to the Fundacidn para el Desarrollo de la Comunidad
y Fomento Municipal (FUNDCOMUN) in Venezuela. These MDIs were assisted
by AID loans and grants during the 1960's, but there has been no
direct involvement by the Agency with the Liga or FUNDACOMUN for more

than five years.

While this work is based primarily on the study of four operating
MDIs (SENDU was in its organization stage at the time of our visits), we
consulted a number of additional persons and materials, in order to gain
perspective on municipal developmert over a broader time span, and to
gain information on the programs in other countries. Selected papers,
articles and books related to the role of local government in development
were also reviewed. These sources are identified in Annex C to this

report.



Date

March - April,
1973 (3 wecks)

January, 1974

Februvary 1974 -
February 1975

November-December,

1975

March, 1975

April, 1975

May - June, 1975

NOTE;

EXHIBIT A

THE BACKGROUND AND CHRONOLOGY
OF THE STUDY

Activity

Evaluation of the Instituto de
Fomento y Asesoria Municipal =
IFAM 1973, (Institute of Municipal
Development and Assistance),

Costa Rica.

Brief visits to the Servicio
Egsjonal de Desarrollo Urbano -
SENDIJ (National Urban Development
Service) of Bolivia.

Five short-term advisory visits to
IFAM, assisting with detailed
evaluation, planning, programing,
preparation of capital assistance
paprr.

Evaluation of tha Instituto de

Fomento Munijcipal - InFOM {Institute

of Municipal Development) of

[CTPYSRVETHTITS Y- W)

Observation visit to Liga Municipal
Dominicana (Deminican Municipal
Leaqgue) of the Dominican Republic.

Observation visit to the Fundacion
para cl Desarrcilo de la Comunidad

= Fomento Municival - FUNDACOHUN

(Foundation for Community and
Municipal Dcvelcpment) of Venezucla.

pocumrent Review ond interviews in
Washington with officials of AID,
Organization of American States,
Institute for Public Administration.

Product

IFAM After Two Years,
June, 74 pages.

Knowledge of SENDU
project and municipal
problems in Bolivia.

Four reports to IFAM and
other specific problem
analysis.

#unicipal Development
Institutions in Latin
Americu:  Interim Report,
valiudry 4v/D, 41V payes,

Comparative information (no
specific report prepared).

Comparative information {(no
specific report prepared).

Comparative, historical, and
theoretical information

on municipal, regional and
rural development,
expericnces of experts in
various Latin American
countries.

Activities 1 and 3 were conducted under USAID-IFAM contracts, and

Activities 4 through 7 and this report were done under an AID/ Washington

Work Order.



The scope of work for this study was broad, and went beyond the
AID assistance projects:
The product of the study ... shall ... evaluate (the MDIs')
goals, processes and viability (including coherence of
program design and execution, natur:z of banking and tech-
nical assistance/training functions, and long-range pros-
pects); its impact on municipalities (including effects on
local institutions and nature and actual distribution of its
gservices, benefits, and disbenefits if any); its place in
the context of the national development effort (including
relations with national banks, public works agencies, any
reievant academic cor private sector linkages, and national
plans and priorities). 1/
We were asked to assess the value and potential of municipal development
institutions as "instruments for the oromotion of social and economic
development”. The visits to formerly-supported MDIs (the Liga and
FUNDACOMUN) had a somewhat more limited scope, to gain "insights and
information on their structure, functions, relationships and impact.”
The purpose of the shorter visits was observation rather than evaluation,

and we did not prepare saparate reports as we did on IFAM and INFOM.

on all visits, after meetiﬁg with MDI officials and gathering infor-
mation in the capital with local officials, we lcoked at sub-projects
funded by MDI loans, and when time permitted, informally surveyed local
residents, generally those who are the users of the facilities. Interviews
were held with national planning entities, and other institutions involved

in work related to municipal development.

Purpose and Organization of this Report

The Latin America Bureau requested that this repo~t be of primary use
and value to the municipal development institutions and to the USAID mis-
sions which are collaborating in local development efforts. A secondary
audience is AID/Washington. We have designed the report with those

prlorities in mind.

1/ From Checchi's Work Order Number Six defining the INFOM study.



The body of the report (Section 1) begins with a brief discussion
of the municipal development institutions and the objectives of the programs
which they have carried out. This is followed by the evaluation of the
impact at the municipal level of the MDIs' programs. It is our belief
that this is the most important area of interest for practitioners, because
it is, after all, the level at which the effectiveness of the institutions
can be best assessed. Section 2 then examines the MDIs as agents or in-
struments of national as well as municipal development against the back-
ground of accomplishments and needs which we identified at the local level.
Section 3 raises a number of fundamental issues and concepts for consider-
ation by the field and Washington audiences. The Section is concerned
with gaps in past performance and potential areas for strengthening the
municipal development effort. The involvement of AID with the MDIs, for
the most part a recent activity of the Agency, is discussed separately in
Section 4. As a logical exzension of the issues identified in the report,
we submit in Section 5 a tentative model for programming for municipal
development. We believe it may have value as an instrument for improving
the. capacity and performance at both local and national levels, while
recognizing that its timing and methods of applicaﬁion will vary widely

from one country situation to the next.

Basic Information

Recognizing that some readers of our report may nct be familiar
with the subject matter, on the following pages we have provided condensed
basic information and explanations of terminoliogy which are important to
understanding the discussion. As in the remainder of the report, similar
information is presented in clearly labelled boxes to give it the impor-

tance it deserves in the analysis.



The municipality as found in most of Latin American is defined,
emphasizing its dual urban-rural jurisdiction. The term "municipal
system" is explained, and an exhibit ic provided to illustrate the role
and position of the municipality in the sub-national organizational
structure of the governments of Costa Rica, Dominican Republic, Guatemala,
and Venezuela. Municipal development institutions are briefly described,
although the variations make a general yet precise description difficult.
The terminology for various kinds of municipal development activity (pro-
gram, project, and so on) as used in this report is presented. Finally,
as general tackground we have assembled summary data and information on

the four countries and their local governments.
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1/ See a partial listing of persons consulted in Annex C.



EXHIBIT B

TERMINOLOGY: Municipality and Municipal System

Mwoicipality: In nearly all of Latin America this is the main unit of

local government, typically encompassing a town and a surrounding rural
area, like a county or New England tcwn in the United States. It may be
called a district (Venezuela, Dominican Republic), a canton (Costa
Rica), or a municipality. It may be subdivided into smaller units, but
the main point is that municipal development may be as much rural as

urban development in the Latin American context.

The municipal government is generally "autonomcus," locally
elected, with the members elected at large, rather than under a ward
representative system. Beyond this it is difficult to generalize.
Exhibit E provides selected comparative national and municipal data on

the countries visited.

Mnicipal System: Local government in Latin America has its roots and

framework established in a number of elements, entities, and influences.

In this report when we refer to the municipal system, we mean:
Constitutional provisions on local government and elections

Municipal legislation, in the form of a code, or compiled
laws covering local

Taxation

Employment, social security
Budgets, finance, audits
Borrowing

Revenue sharing

Assets

Role and responsibilities

Municipal Associations or [Leagues
Municipal Employee Associations
These elemerts make up the "system," the environment to which the
municipal development institution must adapt, or which it may modify or

modernize.




COSTA RICA

Development Regions
Proposed

Provincel/
Municipal Canton

Distrith/

EXHIBIT C

SUBNATIONAL FORMS OF GOVERNMENT ORGANIZATION

DOMINICAN REPUBLIC

1/ Largely ceremonial and political;

2/ On this level all are subdivisions of municipalities, sometimes h
role in rural areas.

Development/Administrative

Regions Proposed
Province;/

Municipality

District

Sections and

Parajes

GUATEMALA

Development Regions
Proposed

Departmenté/

—_—

Yunicipality

VENEZUELA

Development Reglons
in Effect

State
bistrict
Municipio

Caserio

limited administrative or development functions.
aving limited administrative



EXHIBIT D

TERMINOLOGY: Municipal Development Institution

The municipal development institutions in Latin America have been
established along varying models. In Costa Rica, Guatemala, Honduras,
Venezuela, Bolivia, and Paraguay they have been established as autono-
mous or semi-autonomous banking institutions or foundations. In the
Domin‘can Republic the Municipal League, an association of local govern-
ments, nas assumed the role of MDI. Countries such as Brazil and
Colombia have a diverse gfoup of institutions, public and brivate,
working with local governments at national and intermediate department,

state, and regional levels.

The motivation behind establishing an MDI in nearly -all cases
has becn te provide a source of concessional credits for public works
and other capital improvements to local governments. In addition, most
of the institutions have included a component to deliver various forms

of technical assistance and training to municipal leaders and officials.

Although the Liga of the Dominican Republic was founded in 1937,
most of the MDIs are younger institutions, and have been functioning

for five to fifteen years.

The institutions have been capitalized through direct budgetary
support, revenue-sharing arrangements, and international development

assistance and other external borrowings.

More specific, comparative information on the municipal develop-

ment institutions is presented in Exhibit 2-1 in Section 2 (page 44) .




EXHIBIT E

TERMINOLOGY: Program, Project, Subproject/Subloan

Program as used in this report refers to the overall, long-

range national effort to improve municipal capacity in a given country.

Project applies to the usage employed by the Agency for Inter-
national Development, the funds and activities which are expended or
carried out under a bilateral project or loan agreement--a package of
assistance to an MDI, for example, which generally includes lending
capital, technical assistance, training, and in somne cases, commodities
or equipment. An AID prcject generally represents a portion of the

program, though it may be a more pervasive influence.

Subprojeci/Subloa refers to the works or activities which take
place at the local level with MDI support, whether AID-funded or fin-
anreAd with natianal veemnreag nleca iden+ified aa ATN=-fiinded. the

term refers to al, sucii activity.

MUNICIPAL DEVELOPMENT PROGRAM

jm———————e e AID Project=-—cmem—eeaceanma=
NATIOMAL ACTIVITIFS...ceus. desvasesaceasncacsscsssssossanrosessasacossne

Training
Technical Assist%nce
Lending Actidity

Studies

Basid System Reforms

(Capital, Technical Assistance,
Training, Studies)

LOCAL ACTIVITIES .. covavss ..1. ..... sescsecscasncan A
Administrative Reforﬂs
Subloans/Subérojects (AID-funded subrrojects/sul loans,

Assistance, Training)
rinancia% Improvemcnts
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EXHISIT F

COMPAPATIVE NATIONAL AND MUNICIPAL PATA

COSTA RICA, GUATEMALA, VENEZUELA, AND THE DOMINICAM REPUBLIC

Statistical Data Sources: OAS, IDB

CHARACTERISTIC/INFORMATION COSTA RICA GUATEMALA VENEZUELA ey
Population (Approximate - 1974) 2 million 5.2 million 11.9 million 4,5 million
Urban 418 3ss ' 808 re
Rural . 593 65% 208 554
Area 19,600 aq. mi. 42,000 sq. mi. [352,000 sq. mi. 12,000 sq. =mi.
Literacy Rate 90% 3es 77.1% 68%
Per Capita Income (1974) $645 $442 $1,169 $464
Percent of Labor Force in Agriculture (1572) 44.8% 63s 19.7% 50.2%
Gross Domestic Product (1972) $1.07 billion $2.1-billion $12.3 billicn $1.8 billion
Nunber of Municipalities 80 326 186 ) 116
Municipal Term of Office 4 years 2-4 years 5 years 2 years
: Type of Municipal Government Council/Manager | Mayor/Council Council Hayor/Council
Classification Systenm No 'Yeu, No Yes,
By Population By Population

Sourcas of Income
Local Taxes and FPees Yes Yos Yes Yeas
Charges for Services Yes Yes Yes Yos
Rent or Sale of Assets Yes Yes Yes No
Share of National Revenues Yas Yes Yes Yes
Domestic Borrowing Yes Yes Limited Yas
International Borrowing Yes Hes No No
Local Planning Capability No No 16 muaic. | No-Done by Liga
Police Powers No Yes ves Mo
Budget Control Controller Ceneral INFOM None Liga
Municipal Code Yes (1971) Yea (1957) State Codes |variocus-Compiled
Municipal Employment Law m:::;::ogo;: Yes (1973) No No
Municipal Tax Code Under Study Under Study No Under study
Municipal Association No Yes Yeas Yes-Liga
Municipal Employee‘'s Association No Yes loca:l:r Mo
C.




SUMMARY

The major themes of our report are synthesized in this summary.
Although it generally follows the order of the text, we bave high-
lighted the principle accomplishments and major probl-ms of the muni-
cipal development programs, both of which :re discussed in Sections 1
and 2. Alsc included are references to salected exhibits which con-
dense findings and informatiocn, explain the terminology used, or
provide a graphic representation of a basic concept.

The MDIs have successfully cperated mmicipal erelit activities, delivered
technical assistance and training to 2 large mmber of mmicipalities,
and have fuljilled a special role not covered by other agencies.

Thz centerpiece of the municipal development programs launched
in Costa Rica, Guatemala, Venezuela {and to a lesser extent in the
Dominican Republic) has been the provision of concessional credits
for rwunicipal public works. We were favorably impressed by the number,
distribution, and impact of the subprojects which we reviewed. The
lending programs have reached beyond the major cities, apd have filled
basic needs as identified by local officials in numerous small and
intermediate towns. Wide geographic distribution has been achieved, and
the works sexve entire urban areas of municipalities, reaching a cross-
section of social and economic groups. The lending activities are
w2ll vun. There is sircng emphasis on making sound lcans, building
sturdy facilities, and creating the conditions fcr responsible debt
service on the part of the municipalities. (See Exhibit 1-1, page 26.)

We are less satisfird with the technical assistance and training
components of the MDIs' programs. Nevertheless. there has been con-
siderable energy expended, broad geographic coverage has been achieved,
an? real needs have been met. The amount of effort and its content
differs among the MDIs, but the emphasis is commonly con resolving
municipal financial weaknesses, particularlv those which affect subloan
repayment.

The MDIs fill, in concept and in practice, a role not covered by
past multi-agency programs. In their operations to date the MDIs have
provided the municipalities with useful and beneficial projects and
with some basic administrative tools. They hive given attention and
support from the national level to municipal governments which were
to a great extent abandoned or bypassed previcusly. The MDIs have
served to bring te national attention the needs and activities of local
governments, and compared to many other agencies, have been apolitical
in their operations. Through their procedures MDIs have helped reduce
corruption in the handling of public funds, and have, as far as we
(and AID auditors) can determine, remained free of corruption in manaqging
their own and the municipalities' funds. Our findings and rersncotives
suggest that the potential of the MDI idea has barely begun to bce exploited.

11
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We submit that with a combination ol better application of the resour-
ces they have, and the addition of new resources, the MDIs can truly
£ulfill a broad role within the municipal system and in relation to
national development. We are sympathetic critics, and our cuggestions
are directed at closing the gap bketween current practice and potential
impact.

The MDIs share problems of imprecision of strategy, related failings

in programming and budgeting, and a variety of management and opera-
tional problems. Financial planning is weak. ALl of the MPIs are
examining these problems and planning various forms of corrcetive action.

We measured MDIs' programs ayainst both internal and external
standards, and found a range of problems to be attended to, There
is a lack of clarity and precision ir their strategies, due to insuf-
ficient diagnostic information and weak or missing programming mech-
anisms in the institutions. Adopting a passive stance, the MPI programs
are essentially aggregated lists of (a) subprojects and (b) other
activities. There is a lack of definition of expected results and
limited integration of these two comporents. On the wholé, the programs
are not closely linked to overall national development plans. (See
Exhibit 2-2, page 45.}

Planning and budgeting lack precision. Used to secure funding
authorizations, the plans and budgets are not used or useful as manage-
ment tools, and are characterized by wide variances between the project-
ted and actual levels. Top managers are excessively burdened by external,
ceremonial, and petty administrative matters, so that program coordin-
ation and technical management is neglected or left to the inclinations
of unit chiefs. (Cee Exhibit 2-3, page 53.) Except for FUNDACOMUN, which
has regional offices, operations are based in capital cities, reducing
effectiveness and impact in the field. There is a need to move that parc
of the field effort which is related to municipal processes closer to
the client municipalities through some degree of decentralization. (See
Exhibit 2-4, page 56.) There must be simultaneous improvements in pro-
gram design, management, and administrative support mechanisms.

Subloan operations retain an excessive degree of paternalism, for
example in the procedure under which INFOM directly contracts for sub-
project construction. If effective audit measures can be created, we
would suggest that the municipalities gradually assume the contracting
function for their MDI-funded subprojects. The common method of pro-
cessing subloans within the MDIs leaves little discretion for policy
decisions and should include a preliminary review step before the process
‘reaches a peint of nearly total, mutual (if informal) commitment.

Although the quality and dedication of the personnel viorking in the
MDIs was excellent, we were concerned by the nonrepresentation of such
professions or disciplines as sociology, community develcpment and
planning, rural economics and training.

12



Financial planning is weak in all of the MDIs, edpecially for
capital requirements over the long range. In part it is another re-
flection of the general planning problem, but it also points to a need
to review the subloan financing policies and procedures so as to
produce a more regular rhythm of rollover. More varied combinations
of maturities and interest can contribute to this end. Other financing
mechanisms deserve study and application, such as guarantees of loans
obtained from other financing sources by the larger municipalities,
consortium financing of large subprojects, and interest subsidies to
cover the gap between commerci:zl rates which a municipality might have
to pay, and the concessional rates it may have been accustomed to.

The MDIs expressed sincere interest in seeking ways to improve
their institutions and programs. They are taking action on many of
these problems, beginning with self-evaluation, which was going on in
some form in all of the institutions we visited. Planning units are
being set up and various surveys of municipal conditions are being
started. Other special studies (of municipal taxation, of the legal
structure) are beiug carried out with the intent of making reforms in
the municipal systems. Reorganizations are taking place. Basic
questions about the role of the municipalities in rural and urban
development are being examined. And new proposals for international
domestic and international financing are being ccnsidered.

We find that the dynanics and theories of development are bring-
ing forth changing concepts of the mmicipality's role in development.
The potential implications of these new ideas for the MDIs are profound
and extensive, and are related to a number of the basic tssues which
emerged during cur study.

The concept of municipal development is changing from what we
call a vertical or traditional view to a more horizontal view. The
vertical is essentially aimed at the urban centers of the municipalities
and is limited to a narrow range of facilities and social and admin-
jistrative services, while the horizontal represents the broadening of
the municipal role into a range of governmental functions and develop-
ment neads. (See Exhibit 3-~1, page 65). The municipality may act
directly or as a catalyst and agent. Rural concerns receive more at-
tention than in the old view. This change in concept is based on
pragmatic considerations, emerging theories of development, and local
political pressures.

As this view gradually replaces the traditional one, there will
be an increasing need for data, research, diagnosis and special studies,
which must be well-designed, monitored, and utilized. (See Exhibit 3-3,
page 74).

The economic growth element in municipal development deserves

more attention than it has received in the past. (See Exhibit 3-4,
page 76). Investment, employment, and incomes must be increased and
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distributed in order for municipalities to make significant advances.
Until economic factors are affected by local action (in collaboration
with national plans and operations), the municipalities will continue

to exhibit their universal problems of weak finances, unskilled and
undermotivated administration, and physical unattractiveness. -Instal-
ling minor public works, new taxr and accounting systems, and admin-
istrative reorganization ~**1l be but marginal improvements and of little
development impact without a reorientation of the scope of the effort
toward economi.c concerrs.

Three municipal =conomic development strategies which tie into
national rural development plans are presented for consideration:
(a) non-farm employment creatien, (b) rural infrastructure, and (c)
rural market centers. They may be pursued separately, or in some mix,
depending on national or regional opportunities and objectives.

Other strategic questions lie ahead of the MDIs. It may be
necessary to concentrate assistance on selected municipalities and
assist them sequentially rather than simultaneously. Additional
reforms of the municipal system (legal codes, electoral cycles,
personnel incentives) may have to be undertaken. Credit policies
should be differentiated, with varying terms for each category of
municipality ard type of subproject. Consideration should be given
to developing packages of assistance based on local plans worked out
jointly by the MDI and the municipality. If this proposition is
accepted, it will have broad implications, requiripg improvements
in technical management, staff skills, accouncability, municipal
training, and financial resources.

As the role and integration of municipalities in development
is increased, there may have to be a phase when the traditional
autonomy of local government is modified. The tradeoff is that if
the municipalities arc to get the assistance and the tocls they need
to make their autonomy effective, they will have to accept more inter-
vention and collaboration with national agencies such as the MDI.

Many knowledge gaps remain. They can be filled through action,
new studies, and application of existing ones. The needs range across
the entire spectrum of problems discussed above, from definition of the
municipal role to the methods of delivering assistance in packages.
(See listing on page 88). This agenda will engage the municipal
development institutions, associations and leagues of municipalities,
research, academic and consulting organizations in the interested
countries, and international assistance organizations and experts.
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Tha AID role in mnicipal development has been a constructive ona,
though in our view the concept and content of the MDI Projeots funded
by the Ageney oan be fioether improved.

Our critique of AID's role during the past five years, repre-
sented by $18 million in six loans to five countries, focuses more on
the concept and content of the projects than on the operational aspects
of them. We found that, until last year, the AID projects generally
accepted the traditional view of municipal development,; and focussed
heavily on the banking aspect to the detriment of the institutional
needs of the MDIs and the municipalities. Project design has been too
rushed and incomplete. The economic grcwth problem hasn't received
enough attention. And, inputs have not been correlated with stated
objectives.

On the positive side, the AID projects influenced the MIDs
to devote resources to smaller towas and cities having the effect of
redistributing national revenues and development resources, increasing
the awareness of the relationship of local government to rural develop-
ment, and giving manicipal administrations an opportunity to carry out
often complex subprojects in a reasonable manner. )

AID can extend this impact through more careful project pre-
paration which addresses the range of problems and opportunities faced
by the MDIs, and by making available technical information which exists
as well as supporting efforts to fill the gaps in knowledge ard methods,

We recommend that in doing so, AID take steps to see that its
assistance does not becomes compartmentalized in one unit of an MDI,
but that it have pervasive influence on all aspects of MDI processes.
Further we suggest that AID focus its municipal development resources
on cne institution, rather than dispersing funds to different entities.
Certain activities, such as studies or training, might be contracted
out by the MDI using AID's funds, but this should be done within an
agreed strategy for which the MDI is responsible and controis the funds.
Finally, we urge that if AID finds the matters raised in this report
to be valid and useful, the Agency take the necessary steps to put it
into practice in both on-going and proposed MDI projects.

We have elaboraied a tentative logical programming model for municipal
development institutions. We are .entative about its details, but based
on owr analysis of MDIs problems with planning and programming we are
convinced of the need For something like tt.

In our assistance to IFAM we began to develop a logical process
of programming municipal development. As we began our comparative
work in the other MDIs we found similar problems which suggested a
similar solution. MDI and USAID practitioners showed interest in the
approach, contributed ideas to it, and urged that we continue.
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It is presented here as tentative in the sense that the details
are still in rough form. Our conviction that something like it is
needed is not, howeverv, tentative. The process begins with the collection
of indicative information and base data in the municipalities, and moves
through a series of sequential steps to an institutional annual work
plan, budget, and long-range program for the MDI and selected munici-
palities. It incorporates categorization of the municipalities based
on a multifaceted profile, making strategic decisions on resource
allocation, carrying out joint local planning 25 the basis for MDI
programming, and building evaluation measures into the entire process
. at both the MDI and municipal levels. (See @xnihit 5-5, page 126).

We condense the logical programming rrocess to its basic
elements, it -onsists of the following:

a. The MDT builds its program from diagnostic information
gathered at the local level, rather than speculative
estimates and often subjective demands;

b. The MDI develops a strategy and plan of its own, linked
to national plans, but not totally defined externally;

c. The internal plans and arrangements of the institution
are derived from specific, planned results and changes
anticipdied di the iucal level, as cicas and sciabively
objective basis for evaluation, re-planning, and if
needed, reorganization and revision of the strategy.

We recognize that the application of this approach will vary
widely from one country situation to the next, depending on political
realities and cultural traditions, technical capacity of the MDI and
local administrations and the creativity which is applied in adapting
this material. The creativity will involve applying complex concepts
on a broad scale, finding what may be modest but useful solutions
during the early stages, and bringing in specialized, technical
talent where it is most neceded.
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SECTION 1

Municipal Development Pruoarams

and Their Impact at tho local lLevel

1.1 The Programs and Their Objectives

The municipa). development programs which were studied directly
through observation and reviewgd in documents have been created in response
to a problem which might be best characterized as weak local government.
The municipalities are found to be financially weak, administratively
weak, and thus unable to provide adequate services to their citizens.
Because the local government cannot provide such basic services as
potable water, sanitation, drainage, and so on, the people lose confidence,
fall behind in paying for whatever limited services are provided, evade
paying taxes, and in other ways withdraw support. This sets up a vicious
cycle in which the already weak local government is further weakened

by withdrawal of support.

The municipal development programs operated by the municipal
development institutions have focused primarily on assisting iocal
governments to provide new or improved services, largely through public
works projects. A supportive and related effort has generally been
carried out to provide various forms of technical assistance and train-
ing in accounting and administrative functions. The central activity
is the subproject or banking function, generally responding to local
initiatives and project identification done by muricipal leaders.
Technical assistance is offered in tax administration and collection,
developing cadastral surveys and lists of users of services, ard in
other general administrative functions. The MDI will send its engineer,
or arrange for one from another agency, to help prepare the project or
subloan documents. The subloans are made on soft terms (relative to
other financing sources), with lcw interest and extended maturities.

The priority in the subloan activity is typically placed on sub-projects
which are considered self-financing through user charges, thus assuring
repayment by the municipality to the MDI, and reducing the possibility

that the project will be a new or additional burden on the municipality.

17



The MDIs have functioned as bankers in another sense. In Costa
Rica, Guatcmala, and Honduras the institutions distribute or hold as
depositors the shared national revenues or subsidies made available
for support of local government. additional activities may include
assistance in urban planning (the Liga), community and regional studies
(IFAM), community organization and development (FUNDACOMUN), and volume

purchasing of construction materials (INFOM).

The objectives of these programs are generally stated in broad
terms. It is expected that local government will be “"strengthened" in lts
capacity to deliver and administer basic services such as water, sewage,
public Zood markets, street drainage, paving and lighting. Objectives also
include improving tax collections and administration, record-keeping of
various kinds, and integration of the municipalities with other national
development efforts. The programs have tended to concentrate on the
intermediate and smaller municipalities, although services and assistance
are available to all. This aspect of the municipal development effort
is discussed in more detail later in the report. Briefly stated, the
rationale for assisting relatively smaller municipalities has been that
the greatest needs have been identified there, that other national agen-
cies have tended to assist the capitals and other major cities, and that
given the limited funds available to the MDIs, their impact can be greater

in the smaller towns.

This report discusses the performance of tha municipal development
institutions and related activities in general terms. The involvement of
the Agency for International Development is separately analyzed in Section
4. This approach is taken because AID requested a study which went beyond
the limits of its assistance projectz and because AID's role has been dif-
ferent in each case. AID resources have been used to provide initial capital
and technical assistance for newly-founded agency (IFAM), to mount a special
project for smaller communities ir an existing agency (INFOM), to add a
lending fund where it did not exist (the Liga), and to reform and refocus
the work of another existing MDI (the Banco Auténomo Municipal - BANMA -

in Honduras).
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1.2 order and Scope of Analysis

We have elected to begin our discussion with analysis of the local
impact of the work of the MDIs, and where appropriate of other elements

of the municipal development pregram. Our reasoning is the following:

e Evaluation methedology is increasingly being
focussed on the impact of development programs
at the end-user level. This is appropriate
because it is at this level where the "payoff"
occurs or doesn't occur, where unintended results
may be identified. In this report the target
groups or client group include the municipal
corporations, and the people who live under
their jurisdiction, both rural and urban.

e Having established a pattern of impact at the
local level ovr analysis of the naticnal
institutions, primarily the MDIs, involved
in municipal development will have mecre meaning.
To begin with a somewhat abstract assessment
of the MDIs' strategy, crganization, and capacity
is less useful than to analyze them against the
background of their activity and its consequences.

e This approach allows us to assess the full
range of needs at the local level as another
standard of evaluation of the municipal
development effort. This is meant in the
sense of the typology of needs, rather than

the magnitude of them in any given country.

In other words, is the munxcipal development
institution's program sufficiently comprehensive
in its content? This basic issue car only be
understood in a bottom-up view.

vhe scope oi work provided by AID lends weight to this approach.

Du: ing the preliminary phases of this study we were asked by AID
to examine the benefits and disbenefits at the municipal level of the
sub-projects and other activities funded by the MDIs with their own
funds and with AID's. We were tc examine the geographic distribution
of projects to se~ if larger towns were receiving more, thus widening

disparities, and to see 1if technical assistance and training were
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equitably distributed or concentrated. Subloan projects wers to be
studied to see who benefits (socioeconomic class, occupation, rural-
urban location, sex) or conversely who might have been denied access

or berefits. Effects on neighborhoods, on employment, on the ecology
(including presumably health as well as natural surroundings and forces)
were to be assessed. The extent of user and local initiative in

creating the proiect was also an object of study.

We carried out this aspect of the study using simple questionnaires,
informal open interviews with municipal officials and residents, through
observation and by examining scores of documents. We must characterize
our findings as aggregated patterns and impressions. Our visits to the
municipalities were brief.. Further, the plans for the subprojects exam-
ined seldom included specific estimates of expected benefits, which meant
that we did not have standards of measurement internal to the project which
would have been required for rigorous analysis. We had to infer them

from subproject documents and discussions, and in some instances we had to

develop, quickly, our own stancdarcds.

The most tangible outcome of municipal development activity has,
of course, been the investment in public works, and it receives our
attention first, followed by technical assistancc and training. The
subproject activity is discussed in broad terms, followed by our assess-
ment in relation to the issued posed in our sccpe of work by type of

subprnject.

1.3 Findings on Municipal Subprojects - General

Examining the past four or five years of lending activity, we
found that the distribution of subloan activity was extensive in terms

of geographic spread and in reachking small, intermediate and a few large
etities, Both IFAM and IFOM had directed significant shares of their

lending resources measured in funds as well as number of subprojects to

small towns and villages, rather than concentrating investment only in
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larger vities. Subprojects financed by the limited funds of the Liga
were found in small towns. FUNDACOMUN tended to invest in larger
subprojects in regional centers, but also made loans to smaller

L. 1
communltzes.—/

Several rcasons for this outcome can be identified. Aside from
conditions imposed by AID financing which effectively carmarked funds
for use in small towns, the MDIs were oxplicity charged by their chartcrs
or government policy to serve the small towns and cities. As noted
above, the intent was to fill a gap not being handled by national tech-
nical agencies. TheMDIs also acted in response to political pres-
sures from outlying regions (the "interior", in Venezuelan terms). The
small amount of capital with which the MDIs were endowed also forced a
practical choice: Small projects in small towns would provide more

coverage.

This is not to say that we did not find extreme cases of need for
improved facilities in small towns which had not been met by MDI lending
activity. However, the limitations which caused this result do .ot appear
to be based on disinterest or conscious neglect by the MDIs. Two major

external influences reducing aid to small towns were identified:

a. Weakness in municipal capacity: lack of ability to plan,
weak financial bases and systems, and lack of public
participation in local decision, resulting in non-payment
of service or user charges.

b. The geographic priorities of technical agencies working
in sanitation, roads, electrification, etc. have been in
areas other than the smallest and most needy municipalities,
thus limiting access by MDI-supported projects to such
agencies' technical skills, materials, equipment and
participation in financing, which is often essential to
the completion of a local project. This at times has
the effect of forcing MDIs to invest in relatively larger
towns where the resources of other iiational agencies can
be tapped.

1/ It should be explained here that the project lending activities of
both the Liga Dominicana and Venezuela's FUNDACOMUN have been limited
and declining during the past three or four years.
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The individual beneficiaries of municipal projects funded by the
MDIs are in the great majority email-town, low-income people of botlh sexes.
The projects are located in the administrative "capital” of the municipal-
ity in most cases. The "capital" towns are typically based cn a fairly
simple, rural economy, characterized by residential areas, retail commerce
and a limited amount of industry. Water, sewer, and electrification
cystems generally are planned for the entire town, or to expand a system
tb a newly-settled area which is often a parxio of workers, farmers, or
farm laborers working on nearby plantations. Municipal markets, street
paving, drainage, lighting and slaughterhouses tend to benefit most
directly the commercial interests and those doing business in the town.
To obtain more precise measures of the distribution of subproject
impact among social, ethnic, and economic groups vould require more time
and rigorous research instruments and methods than we were able to
employ in the field visits. The reader is referred to the introductory
definition of the municipality in Latin America and its resemblance to
a county in the United States. Our general observation is that most of
the subprojects cover the developed portions of the urban centers of
the municipalities, and that in many instances they represent expansions
and improvements of existing éystems extended to newly-settled fringe
areas (thinking particularly of water, sewer, and street paving works).
Further, we can generalize that the populations of these towns, whether
shopkeepers, workers, or government servants, are people predomirantly
in the lower half of the income range. We saw few, if any, instances of

projects primarily benefiting weazlthy areas or groups.

Feeder road projects (along with related bridges or causeways)
represent the one category of commonly-funded projects which have direct
benefit to xural people, and not all MDIs (or municipalities) are engaged
in building feeder (or farm-to-market) roads. Where they are being
built they generally benefit small farmers or colonizers. The large

ranches, farms or plantations have either built their own roads or have
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had them built by central govermment agencies. & few rural water
projects have been funded by IFAM and INFOM outside the municipal
"capitals" and we encountered a cattle vaccination corral project
in a dairy producing area of Costa Rica which had dircct economic
benefits to simall-scale livestock raisers. On the whole these are

exceptions -- subprojects tend to be concentrated in the towns.

The nature of the bemefits of the subprojects miy be as important an
issue as the distribution of them. Here we are talking not only about ben-
efits tc individuals or families, but also about the benefits to the munic-

ipal corporation. 1/ The subprojects are primarily social and secondarily

economic in their effects on the users, in our view. We do not dispute the
value of better and more convenient drirking water, of drained, paved, well-
1it streets, of schools and health clinics, but this brings primarily so-
cial, not economic benefits. wWhile municipal markets and slaughterhouses
are often classified as having an economic impact, this classification should
depend on whether or not they generate new economic activity, rathcr than
simply putting new walls around essentially the same people doing the same

things. In nearly all cases we fourd more of the latter than the former.

If the facilivy 's not well meraged and maintained, of course,
whatever benefite may have beoen expected will be cancelled out. We found
numerous instances of installations, especially those involving sanitation
(such as slaughterhouses in Guatemala) where failings of administration
resulted in hazards or declining use of the facility. Design shortfalls
were observed, and environmental disbenefits were seen in Guatemala and
Venezuela where sewage systems were discharged into streams which were

uced for washing and drinking in the rural surroundings.

Where such results occur, clearly the municipality does not gain
confidence and support among the residents, and in fact its prestige may

be damaged. The municipal corporations have also had mixed results in

1/ See the Economic Benefits column in Exhibit 1-1, and the discussion
in Subsection 3.2.
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terms of the financial impact of the projects. We found cases in which

the new facility, designed to be sclf-sustaining through user charges

did in fact generate sufficient revenues to cover operation and maintenance
and amortize the debt. We found others among those generally considered
self-sufficient (water systems, markets, slaughterhouses) where the out-
come was the reverse, and the municipality was in worse financial condition.
The local government had hired personnel to operate the service or building,
bﬁt found thz~z they need more than expected, that the costs of materials

to make -.~zpairs had risen, and that there was a ceiliug on what user

charae’, they could impose before people would refuse to pay. The project
b.,ins to run at a loss, the municipality's debt burden makes it inelig-
ible for further financial support, it must draw down: other revenues to

keep up the payments, and the net result is the opposite of the intended one.

These outcumes were traced to such factors as hasty or incomplete
studies of the subproject's feasibility, to inexpert management, or to
lack of political will to raise the charges to the necessary levels.

If a municipality's tax base or other revenue SOurces remain static, as
has been the case especially in the smaller towns, such results can be
most damaging, They are less soO if revenue is growing and the effective
subsidy requirement can be borne. such findings raise questions related
to technical assistance (discussed below), and more fundamental ones about

the economic issues in municipal development.

In most instances we found that the initiative for subprojects had
come from municipal leaders and their perceptions about local priorities.
The MPI technicians had not imposed the idea, nor were there local diagnoses
or plans which identified needs and priorities. The local mayor's
perception was often based on popular pressure, Or on common sense. We
did find cases in which the motivation was more "monumental”, satisfying
the leader's desire to erect a "work" with his name on the plaque, regardless
of needs and benefits., The classic examples of this are municipal buildings,
park beautification, or street lighting in a town lacking more important

amenities such as potable water or an electric newwork. Lacking objective
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information on the relative magnitude of problems and appropriate
priorities, municipal mayors or councilmen make the best judgements they
can, often discussing alternatives with MDI technicians, and at time

tailoring their requests to MDI rescurces and priorities.

We did find that local democracy is limited and that this affects
the impact of subprojects. Informal surveys conducted in all four countries
showed that communication between elected municipal officials and the
people, especially the rural people, is limited and often one-way--downward.
Decisions are made by the council or the mayor, often behind closed doors,
and in response to petitions, party, personal and special interest pres-
sures. One result is often that since the community was not involved in
deciding about or preparing a subproject, there is silent and widespread
resistance later when the municipal corporation imposes or raises user
charges or taxes to support the facility. An exception is the cabildo,
a form of open town meeting which is a strong and continuing tradition
in Indian communities in the Guatemalan highiands, where budget and project
matters are presented for discussion and consideration by the community
at large. Mayors in such municipalities reported that they enjoyed unity

and support on projects where the cabildo was used in the discussion process.

1.4 Findings on Subprojects by Type

Exhibit 1-1 presents our findings with respect to the incidence
and impact of each of the types of subprojects most commonly funded by
the municipal development institutions. The material also indicates
which subproject types are generally developed in conjunction with
national technical agencies was well as the MDI, and which ones have
bean identified for AID loan or grant support. Ule have shown where
each type is most liable to appear (geographic or size distribution),
the source of initiative. the beneficiary groups as we observed them,
and then have broken down impact into three categories (physical, social,
and economic). Both positive and negative outcomes are identified. The
intent is to condense the information, to provide readers with a complete

"snapshot" of each type of project, and to illustrate some of the major
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FXHIBIT 1-1

GPENERALIZED PINDINGS OV MDI SUBLOAN BENEPICS

BY TYPE OF FROJECT
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EXBIBIT 1-1

GENERALIZED FINDINGS ON iDI SUBLONY BENEPITS

BY TYPE OF I POJECT
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themes of this report. The types are listed roughly in the order of
priority and lacidence we found in municipal development programs,
although this ranking clearly varies sumewhat from one country to the

next as eiplained in Section 2.

To swn up our cbservations on the subloan component of municipal
development instilutions' programs, we are favorably impressed by the
yunber, distribution, and impact of what has been done so far. The
lending programs have reached beyond the major cities, and have filled
basic needs as identified by local officials in numerous small and inter-
mediate tcwns. The projects which have been carried out have .
not always had the expected results, but on balance the results are
positive. 1In Sections 2 and 3, we will examine some of the operational
and conceptual questions which arose from our field experience in examin-

ing subprojects.

1.5 Findings on Tcchnical Assistance and Training

Ao +n +ho nnce nf euhlaan nvadionta we famd that the misetion nf
the distribution (geographic, and size of municipality) of technical
assisiance and training was of less importarce than its content, method

of de?tvery and impact.

1.5.1. Technical Assistance

Nearly all municipalities in Costa Rica and Guatemala have
been visited by MDI officials on some sort of advisory mission. When
the Dominican Liga's field teams had been active, they had attempted to
achieve broad coverage. In Venezuela the regional offices of FUNDACOMUN
programed activities throughout their areas, although we learned tlLat
the coverage was uneven, that the regional center city tended to receive
a large proportion of the assistance. INFOM and the Liga exercise close
financial control over municipal budgets and accounts, largely carried
out through correspondence. In all countries assistance to prepare and
supervise the construction of projects was distributed widely. IFAM and
FUNDACOMUN additionally have placed emphasis on assistance in urban

cadastral surveys, tax administration (based on the new or updated



cadasters), registration of users of municipal servica2s, updating

service rates and reducing the amount of uncollected receivables, and
budget preparation. All of the MDIs have offered legal assistance, such
as help in drafting ordinances, to the local government. INFOM's staffing
and organization does not permit. significant field assistance in these

matters.

We find that the content of tochnical assistance deseribed above

" {8 useful, and that it addresses at minimum some of the basic financial
difficultiee of local governments. However, after visiting about thirty
munieipalities in the four countries, discussing local government problems
with elected leaders, local officials, MDI technicians, and reviewing
several studies, we feel that there are a number of needs which are not
being met if local governments' performance and capacity are to be
significantly improved. 1In addition to assistance with financial admin-

istration, the following requirements emerge:

a. Help with surveys of development problems, and diagnosis
of develooment service needs in rural as well as urban
parts oi the municipalities;

b. Based on the above, counsel on drawing up local plans,
even in broad general terms, which would put order into
such activities as public investment, land use, targeting
of services, and would permit the municipality to cope
with the increasingly complicated issues facing them and
identify those solutions possible at the local level, and
those requiring inter-municipal. regional or national
approaches or intervention;

c. Relating budgets, requests for national agency or MDI -
assistance, staff training, and administrative organi-
zation to the above plans; :

d. Development of long-range (meaning in most cases more than
ore year) revenue and financial projections based on the
local economy and expected national subsidies such as
revenue sharing;

e. Organization and administration of municipal govermment

personnel, so as to encourage greater stability, product-
ivity, and professionalism;
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£. Establishing better communication and collaboration
between municipal governments, community development
or neighborhood asscciations, and other community groups,
and opening up the decision-making process at the local
level.
If "strengthening municipal government to make it an effective
participant in national development" is the goal of MDI programs, as it
is generally stated o be, then the above kinds of assistance are, in

our view, essential components of MDI technical assistance activities.

The methods of delivery of technical assistance need to be
improved as well as the content. Two tendencies were found in the
delivery process. In one situation assistance is narrowly related to
assuring amortization of a subloon. In the other the assistance i8
delivered on a shotgun basis and is unrelated to other program activities.
Municipalities often receive assistance from different MDI units. Technical

assistance and training are not always well integrated.

It is natural that as banking instituticns the MDIs should place
pricrity on making improvements in those elements of municipal management
directly related to taxes and finances, aud should focus that assistance
in towns which wil® or already do have stbloans from the institution.

The principal objective of such assistance is to assure that amortization
of the debt to the MDI takes place as scheduled, permitting a rollover
of the capital fund. The scenario of such assistance is typically the

following:

Municipality applies for project. MDI examines records of
municipal finances to ascertain creditworthiness. MDI makes
judgement about this, and about seif-financing potential of
prcject. MDI finds that the project can be financed if the
municipality can manage the project so that it pays for it-
self, or if the municipality can increase general or specific
revenuves to subsidize the project. In order to make these
financial improvemencs, a cadaster is needed, service rates
and contributors must be updated, tax collections improved.
Two forms of technical assistance are thus set in motion:
studies and design of the project itself, and efforts to
improve financial administration.
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The result is that the project package is reasonably well developed,

the facility being soundly designed from an engineering perspective,

and the banking requirement being met by assistance on finances. The
financial assistance in many cases has broader impact if a good cadaster
and related administrative system is set up and other improvements are

made in accounting, collection of receivables, and possibly budgeting.

The issue here is not whether this is good practice--from a banking
' point of view it is certainly basic. The question is whether this s
sufficient, whether it contributes to the long-run capacity of local
government to provide services and participate in development. Rll too
often, the narrowly subproject-related assistance is a one-shot affair
having little overall inspitutional impact. It keeps the MDI's money
moving, but may not contribute to broader goals as stated in the MDI's

charter and other expectations of municipal development..

The second problem is the shotgun approach to technical assistance,
as found in Costa Rica. Assistance is frequently delivered in isolation
from other related program activities. IFAM was attempting to reach all
municipalities with assistance in service rates, cadasters, budgeting
and accounting during one program year, using a limited field staff based
in the capital city, each advisor assigned to 10 to 12 runicipalities.
Local officials often found that the assistance was confusing and sporadic.
The advisors admitted that they were unable to meet the program targets,
and that their involvement in training sessions in the capital and
special demands on their time interfered with providing routine service

to their client municipalities.

Thirdly, assistance to munié%palities by different dep.riments
or divisions of the MDI was not coordinated, resulting in duplicative
visits and at times, conflicting advice. INFOM exhibited this terdency,
sometimes sending technicians from different units separately to the
same town to deal with water projects, foreign loan-funded projects, or

a market project, with differing policies and requirements being advocated

in each case,
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Fourthly, technical assistance was insufficiently linked to
training. INFOM has only recently taken an interest in training, having
previously left that aspect of municipal development to another institu-
tion, the National Institute of Dcevelopment Administration (INAD). 1In
the field of cadastral surveys and management of public services, IFAN
held courses for municipal officials while sending advisors to the field
to assist with application of the techniques. During the past year there
has been a better effort at providing field assistance to trainees. How-
ever, as IFAM broadens its training curriculum, it is not simultancously
broadening its technical assistance capability, and therefore is limiting

the extent to which courses can be followed up by on-site reinforcement.

The MDIs have not yet developed measurcs of the impact of technical
assistance, and therefore we found no ready yardsticks of evaluative
records to examin:. We asked MDI technicians and local officials what
the results had been. They pointed to some improvements in municipal
finances, the existence of cadasters and registers of users of services,
1n other cases to adoption of program budgeting rormats (though otten
the advisor had in-fact prepared the budget so that the municipality
could comply with a central government requirement). In snort, lacking
quantified baseline analysis and sperification of targets or of expected
results before technicail assistance was provided, it was difficult for
both the participants in technical assistance and the evaluators of it to

apply objective standards after the fact.

In general, the technical assistance efjorte of the MDIs as vieved
from the local level are not characterized by lack of activity. The

municipal development technicians in Costa Rica, Guatemala (almost entirely
engineers in INFOM's case) and Venezuela are active in the field, and the
Dominican Liga proposes to reactivate its field teams. The difficulties
are more in the matters of comprehensiveness, integration, and coordination.
We found a need to define more precisely the purposes ci” {zehnical
assistance, to analyze more thorougnly the nceds to be met “n addii’ -u

to those needed for resporsible banking, and to manajze ithe effort more
effectively and efficiently.
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1.5.2 Training
Under present conditions the evaluation of training conducted
by the MDIs is a field of inquiry frought with speculation. 4 An inter-
related series of factors involving the tr2inees, the trainers, and the

content and process of training must be considered.

a. With respect to trainees,
e Their employment security and term of office;

e The variety in their backgrounds, educational levels,
motivations and responsibilities;

b. Regarding trainers,

e the multiplicity of their backgrounds and abilities
in general, and

e the balance between training skills and substantive
knowledge in a broad range of subjects;

c. Factors of cortent and process,

e the relative emphasis place on the broad range of
potential subjects for training municipal officials
(planning, administration, project development, tax-
ation, community relations);

‘ @ the locations and physical conditions under which
training is conducted; and

© the degree of linkage of training with technical
assistance, local projects, and local problem-solvirg.

We are unable to make detailed assassments of these elements in
IFAM and FUNDACOMUN for two major reasons: lack of data available in the
MDIs, and lack of time to generate it ourselves. 1FAM's training unit is
a section of the Technical Assistance Division. In the early 70's FUNDACOMUN
established a semi-autonomous School of Local Development and Municipal
Administration (EDLAM). Both units report their activity in terms of

numbers of courses of class hours delivered, numbers of municipal

1/ Of the four institutions studied, only two (IFAM and FUNDACOMUN)
have engaged in training to any significant extent during the
past five years.
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functionaries and numbers of municipalities who have sert trainees. Most
of the MDI officials with whom we discussed training agreed that these
numbers, while nseful in indicating the level of activity, do not
contribute to assessing the impact or quality of training. MDI of-
ficials stressed the difficulty of evaluating training impact, given
the number of factors, many considered beyond the MDI's control, which

may intervene and must be considered.

At the local level we found varied reactions. In the Dominican
Republic and Guatemala there had teen little or ro training during recent
yeérs, so we asked what kinds of training might be useful. Y The
responses covered a wide range of topics, but the emphasis was on needs
for knowledge and skills to deal with financial, accounting and taxation
difficulties. Other topics included needs for training in planning
projects, administering services and facilities, and a-variety of

administrative and secretarial skills.

In Costa Rica the emphasis until recently has been on training
accountants, treasurers and municipal executives in financial and
taxation matters, including cadastral management. The trainees we met
had found the experience useful in their work, especially when it was
related to follow-up technical assistance in solving a specific problem.
Municipal executives indicatad *that there were other fields, including
develooment and project planning, in which they needed training not
being offered by IFAM (related courses have since been introduced). In
Venezuela time did n.- permit adequate local -interviewing regarding

training.

A continuing problem in all countries is the turnover of municipal
personnel, which can cancel the effects of the best training program.

The departure of officials is attributed to politics (each new municipal

1/ Under arrangements supported by USAID in Guatemala, the training aspect
of municipal development was delegated to INAD, which during the past
five years has been operating under severe budget and program limitations.
In addition, INFOM-INAD collaboration on the content and delivery of
training has been minimal.
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council will demand its patronage in staffing the various local government
units); to low salaries and incentives, or to opportunities to apply

technical skills such as accounting in the private sector.

Studies of training plans, manuals and other materials, visits
to training courses in Costa Rica, and our discussions with local officials,
do provide a batis for making the following observations:
a. MDI training still relies heavily on the lecture metiiod,
and has not yet widely put into practice the use of round
tables, case studies, and the like. FUNDACOMUN states in

a five-year report that it is exploring the introduction
of more "active" rather than passive training methodologies.

b. Training activities have not been sufficiently tied to the
production and distribution of manuals and other written
materials and in some instances the manuals and materials
thomselves are either too general and theoretical, copied
from foreign sources znd not adapted to national circum-
stances, badly organized and difficult to follow, or
overly technical for broad use by varied audiences.

c. Training has not been followed up regularly with technical
assistance and evaluation of the knowledge and performance
of trainees;

d. The content of training has been lacking in some of the
8ame areas as technical assistance (needs surveys, invest-
ment planning, administrative functions other thran financial,
for example).

1.6 Summary

The municipal development programs as seen from the perspective of
the municipal level arc serving two primary nzeds. They are reaching many
previously unassisted communities with basic urban facilities and services,
and steps are being taken to improve the notoriously weak financial status
of the local governments, at least sufficiently to assure amortization of
subloans. We found, however, that most of the subprojects are limited to
the urban centers of the municipalities, that there is a need to extend the
impact of the lending program both geographically and possibly into more

directly economic types of subprojects to the rural areas surrounding the
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towns. Training and technical assistance is taking place, but is either

overly narrow in scope, or overly dispersed among the municipalities, and
its impact is difficult to assess.

Municipal officials find that assistance from the MDIs is often
uncocrdinated, and that it is not tied sufficiently to training courses
and materials. These issues are examined from the perspective of the
.MDIS in the following Section.
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SECTION 2

Characteristics and Performance of

Municipal Development Institutions

as Agents of Development

2.1 Introduction to the Institutional Assessment

Having reviewed the manifestations of activity of the municipal
development institutions at the local level, this Section focuses on the
agencies themselves (and their relationship to other develooment efforts), on

their characteristics and how they perform.

2.1.1 Scope of Evaluation

The scope of work prepared by AID requested judgements

about the MDIs' strategies, plans, operations, staff and maracament capa-
bility, financial situation, and future prospects. We were also asked to
look into the nature of the linkages between the municipal development
effort and other aspects of social, economic and instituticnal develop-

ment in the countries.

2.1.2 <Standards of Evaluation

Clearly, the Agency is asking for more than description of
what is going on--it is seeking evaluation. This requires star.dards
against which to measure the effectiveness and quality of what we
observed. Since municipal development in the form it is being done by
the MDIs is a relatively recent activity, and there are a number of per-
spectives on what is "good" municipal development, it is important that
we state explicitly the internal and external standards which were applied

during this analysis.

The most obvious internal standard to use is the statement of
objectives contained in the founding charter of each municipal develop-
ment institution. We found that IFAM, INFOM, and FUNDACOMUN all have
similar statements of purposes and functions, although FUNDACOMUN's char-

ter refers to communities, and is thus broader than the other two. IFAM's
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Organic Law states in Article 4 that "Ths bbjective of IFAM is to
strengthen tha municipal system, stiwalating the efficient functioning of
local government and promoting constant imprevement in municipal public

administration."

In its 1974 program budget, FUNDACOMUN synthesized its general
objectives as:
e Sustained growth of the level of life in the

communities, initiating or accelerating the
process of economic development of the municipalities.

e Political-administrative development of municipal
government, with the yoal that it may efficiently
take advantage of its growing possibilities in
human and economic resources.

e Continuous eclevation of conscious and organized
participation of the communities which form the
municipality toward the goal of their own developnment.

The first article of INFOM's Organic Law states:

The Institute of Municipal Development is created to
promote the program of the municipalities giving tech~
nical and financial assistance to the municipalities

in the carrying out of programs of basic works and ser-
vices, in the rational exploitation of municipal assetu
and enterprises, in the organization of the municipal
treasury and administratior and, in general; in the
development. of the economy of the municipalities.

The lLiga's stated aims (embodied in its founding decree in 1937)
are more vague and limited, related principally to fostering inter-
municipal communication and information exchange. In practice, especi-
ally during the late 1960's, the organization branched into a nunker of

fields of activity similar to those of the other MDIs.

The charters are broad, and leave room for differing interpreta-
tions and emphasis, but common themes appear: the municipal development
institutions are to assist with project financing and administrative
improvements in order to assist the local governments in providing better

services and contributing to social and economic development.
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Another internal standard which we applied in each country was the
pattern of needs and problems which we found or learned about at the local
level. Our inquiry thus examined to what extent the MDI perceived thuse
rneeds and to what extent and in what manner it was working to satisfy
them. In this connection, we focused on the smaller towns of a primarily

rural nature.

We applied exterial standards as weil. They included relative inter-
covr.try comparisons of problems and various approaches being taken to solve
them. We compaved the MDIs‘ prograns (and associated AID projects) with
the state of the art and current thinking about the role of local govern-

ment in development and the rcle of administration in development.

In the countries we visited and in the literature we reviewed

there is frequent reference.to the value of decentralizing development, to
lassigning a more significant role to local government, regional organiza-
tions, and institutions which are closer to the problems and the people to
be served.l/ The importance of improving management at all levels of
development, and of tying management assistance to specific project or pro-
gram activities is receiving new, or perhaps renewed, attention.g/ In

this view, improvement in administration is considered to be 2 major tool

of development, and less an end in itself.

Finally, we evaluated the municipal development institutions ard
their proyrams against a standard of liberal democracy. We belicve that
this is appropriate for evaluators from the United States assessing pro-
grams on behalf of AID. It has been a major theme of our assistaace,
especially since Title IX was added to the Foreign Assistance Act in 1966,
that American aid should contribute to, and support the growth and improve-
ment of, democratic institutions at all levels of government and in development

agencies and activities. We realize that this element of AID's mandate has

l/ See Annex A, Annotated Bibliography, especially Items 1, 3, 4, 5, 13.

2/ See Items 4, 7, 8, in the Annotated Bibliography.
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not at all times and in all cases received strong emphasis, and that the
best resources and methods for doing so effectively are still somewhat
unclear to many practitioners. Hevertheless it remains as a concern and a
statutory charge, and in our view municipal develupment is a kind of
Gevelopment activity which is expecially appropriate for supporting
increased popular participation.l/ Therefcre we iooked at the activity
and impact of the MDIs in temmns of their contribution to strengthening

democracy at the local level, and by extension, on a naticnal scale.

2.1.3 A General Conclusion About Municipal Development Institutions

Before moving to detailed examination of the MDIs per-
formance, it should be emphasized that we are sympathetic eritics who
believe strongly in the special role of a municipal development institu-
tion both in concept and in practice as we have observed it. The applica-
tion of a mixture of resources and expertise to local development problems
by a single institution was found to be more effective than other multi-
agency or specialized public works programs used in the past and in other
placas. The specific comments, criticisms and suggestions contained in
this report should be understood as being direated at closing the gap
between current practice and potential impact in programming and manage-
ment by the MDIs and at the local level.

In their operations to date the MDIs have provided the municipali-
ties with useful and beneficial projects and with some basic administra-
tive tools. They have given attention and support from the national
level to mnicipal government which were to a great extent abandoned or
bypassed previously. The MDIs have served to bring to national atten-
tion the needs and activities of local govermments, have distributed
their services and resources in an equitable manner, and compared to many
other agencies, have been apolitical in their operations. The MDIs have,

through their procedures, helped to reduce corruption in the handling

1/ 1In the Bibliography, see Item 1l2.

41



of public funds and construction contracts, and have, as far as we (and
AID auditors) can determine, remained free of corruption in managing their

own and the muicipalities' funds.

On the other hand, our own findings and biases suggest that the
potential of the MDI has barely begun to be exploited. We submit that with
a combination of better applicat:ion of the resources they have, and the ad-
dition of new resources, the MDIs can truly fulfill their assigned roles withi
the municipal system and in relation to national development. We further
believe that if they can approximate the ideal situation which they pose
in their charters and statements, over the long run they can reach the
ultimate measure of success in most development efforts--putting them-

selves out of business because they aren't needed any more. .

In the ideal concept, the MDIs can provide a kind of service to
and within the municipal system which other national technical and plan-
ning entities cannot. They have the potential of offering a superwarket
of assistance and of integrating it and tailoring it to meet each local
government's requirements. They can be both advocate and technical
resource for basic reforms in the municipal system which are fundamental
tc the accomplishment of their objectives. Potentially they can assemble
a bank of data on local conditions and capacity available in the aggre-
gate to no other national agency. They can, if sufficiently well organ-
ized and managed, integrate themselﬁgé and the local governments into
national development within the growing trends toward regionalization,
decentralization, and distribution of the henefits of development. fhey
can help to build bridges between rural and urban development, between
community and municipal development, znd between municipal officials and
the wide range of cther agencies with which they must interact.

The MDI can reach this potential only under certain conditions:

a. When a genuine political commitment to decentraliza-
tion, distribution, and "localization" of development

exists; and

b. When MDI management has both the vision and the
technical orientation (backed by political influence)
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to assemble, program and manage the variety of
resources required.

Without exception, we encountered the MDIS when they were engaged
in self-evaluation and re-examination of their objectives, performance,
organization and financing. We took snapshots where moving pictures would
more fairly portray the situation. Subsection 2.3, below, reflects the
dynamic nature of the subject, and shows that the self-examination is pro-
ducing decisions and changes.

2.1.4 Comparative Facts on the Four Municipal Development
Institutions

Exhibit 2-1, on the following page, provides comparative factual

information on the institutions reviewed during this study. It covers

general characteristics, financial characteristics, and brief statements
regarding the capabilities and activities of IFAM, INFOM, FUNDACOMUN and

the Liga. As might be expected, complete comparability was not achieved

in all of the items presented due to differing time periods, and to gaps

in information cdue to unavailability or lack of time in which to asserble

it. Given these fliaws, the table does offer the reader a useful frame-

work for what follows.

2.2 Questions and Answers About MDI Performance

For the reader seeking a rapid review of our findings on the per-
formance of municipal development institutions, Exhibit 2-2, which is
provided immediately following the fact sheet on MDIs, is available. 1In
the text following we have stated the questions which we were asked by
AID to cxamine, and the answers we found. Included are suggestions,
recommendations, or in some cases, issues for further consideration by

practitioners and policy—makers.l

1/ Sec Annex B, Tllustrative Exhibits from Country Studies, for examples
of the matters discussed in this Subsection.

43



147

FFUIBIT 2-1

INSTITUTINNAL CLMPASISCHS -- IFAN - IN:UM - TADACOYN - LIGA

TENEIAL CMATACTERISTICS/DATA IFAM INFOM FUNIACOMON LIGA
Year Fo.nded 1971 1957 1962 198

T=e of Institution
raunding Leaislation
rr-fessional/Sesi-Professional
t=zloyees

*ole

Stated Priorities

Autononous State Agency
Organic law

51

Financlal Assistance
Technical Assistancs
Ad~inistrative Assiszance
Distribution of Shared
Pevenues

Help municipaliries plan,
finance, execute, maintain
projects, services, and

revenuas as part of national

daveloprent.

dutcnomous State Ageacy
Qrganic lLaw

112 .

Financlal Assistance

Technical Assistancs

AM=iris%zative Assistence

D:s:ributlcn of Shared
Revenues

Help municipalities plan,
finance, cxecute, maintain
projects, services, and
revenaez a3 part of national

ceve)upment.
.

Public Founcation

PresiZential Decree

300 (appro: }

Finarc:al Assist-ace
Techrical Assistance
Almiaisirative Assistance
Com~unity Developtent
Hzusirng

Community sction in
slums, assistance to
intermediate citizs in
planning, adminastration,
services and revenues.

lezjua of Mtunicipslities:
Autoncmous State Agency
Decree/lavw

200 (approx.)

Firanclal Assistance
Financial Control
Distribution of Peveries
Technical Assistance Trainl
Municipal Cooperation

Engineering and urban
planring studies, super-
vision of works. supervisi
and auditing of accounts.

FINANCIAL CMARACTERISTICS

IFAM

THNFOM

FuinACoMl

LIGA

Sources of Finance

oun Capitsl - 1972

rearating Buizat - 1974

Czedit SuZaet - 1974

Len4ing Lavel Average 4 - 5 years

cTeres nf Prniect lotns:
Intczest
vaturities

Total Projects Sponsored to Date
AZD loan(s)
AID Input

Bond issues, national and
tntecnational borrowing,
interest income, shared
revenues, grants

$7.19 million
$693,400

$6.28 million

$1.2 million (3 years)
6 - 8%

7 - 15 years

96

1971, 1974

ae7) (e74)

Bond issucs, national and
international borrowing,
interest income, shared
revenucs, grants

$7.35 million?’

$822,000

$3.5 million

$1.6 aillion

4=1/2 ~ SN

Up to 20 years
1,000+

1970

$2.1 million

National and intcrnatlional
borrowing, budjet support,
service fees

$56.85 million
$4.78 million
$1.9 million/
$3.3 million

1 - 8.5%
1 = 25 years

300 projects; 15,000 housing
units

1962
$30 million (2}

Budget support

$1.7 million
5968,0002/
3836.0005/
Not Available
3.75%

10 years

120 (approx.}
1966 (grant)
$1.7 million

Central Government Contridution $2.0 aillion - $35 milld Budget support
CArAsIL17I25/ACTIVITIES IPAM INTFOM B H LIGA
Iastitutional Planning Unait Est. 1974 Bat. 1974 Est. 1974 None
Tr;znan program (Internal) Yes Yo. Periodic, Selected Study Grants Yes = Active Kone mentioned
Asirnistrative Fleld Advisors 10 - 37 ¥ot Availadle
Reaicnal Cffices - - s ' -

Minimal, providsd by other Large, Dominant Minimal Internal - 50% of budget

tnqln.gigqq Capability

RN

I;te:nll Audit

Technical Assistance for Institute
Scectal Projects/Research

£/Al of Septemdez 1974

=74

agencies
Yes - Reports to Board
13AM, CEISA, OAS, Checch’

Agricultural Marketing

Tax Ccde

Municlipal Atlas

Rural Municipal Inventories
Property Tax Adninistration

2 petuced by about 604 for 1975.
'

c/ .
-~ f.md not active last two years.

e/

~Over ten years, 1964-71.

After 1970, central govaer

Yes - Reports to Board

IBAM, Servicios Tccnicas

Municipal Services Inventory, Aigust
1974, Noverber 1974

cisy Planning (mid 1960°s)

- Fom

Yes - Reports to President
None since 1972

Studizs of Municipal
Finances
Diagnostic Survays

t $35 million to $1 million.

Nons
Nons sirce 1969
None
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Strategies ana
Policies

Operations and
Impact on
Municipalities

Relationship to
national develop~-

ment plans

General Approach

Data Base

Lerding

Leveraging funds
from other scctors
or barks

Training/TA

TA tied to credits

Bngic reforns in
municipal system

Nature of relation-

EXHinfT 2-2

wonorm

FINDINGS ON MUNICIPAL DEVI LOPMENT INSTITUT

ICNS

IFAM

INFOM

FUNDACOMUN

ship of MDI and
municipalities

National plannina not
dominant in Costa Rica.
IFAM conrdinates with
local techrical agencies,
encouraged and carried
out first regional
studies.

Passive response -

piagnosis missing until
1974

All municipalities --
emphasis on smaller :
towns, soft terms

Not cdone with banks.

llave assisted inunicipali-
ties in dealings with
technical agencies.

Extensive -- especially
cadasters, finances

Not until 1974

Established with new
Municipal Code; tax
reform under study

Principally supportive
advice on finances,
training project loans.
Responds to requests.

Identif:ed as "sector"
in last 5 year plan.
Informa. coordination
with technical agencies.

Passive response
Ll

Diagnos: 8 atarted 1974

All mun:;cipalities --
special AID fund for

smaller with scft terms

Not doni: with banks

Limited -- financial
review 1y mail

No

Limited -~ generally
other institutions.lead.
Some wo:'’k on tax reform

rrincipi.ily project
planuing and finance;
Managem:nt of municipal
funds, :‘eview of budg:ts
causes :iome resentment.

Not clozely integrated
at national level. Co-
ordination in sore re=-
gions, limited in others.

Passive response, though
changes Presidentjal
Decrees 506, 332 (1974)

Partial diagnosis 1972-74

All municipalities --
larger, more housing;
shopping centers, build-
ings; soft terms. Also
grants for CD projects

Not done to our knowledge

Extensive -- cadasters,
finances, services, some
urban planning

Not as reqular policy

Limited by lack of nation-
al municipal ccde. Muni-
cipal assistant pushing
draft law.

Supportive in wide range
of training, assistance,
project finance, community
development.

‘Centralized rlenning,

Liga not intargrated.

Passive on assistance
Controlling on finances

Financial data

Inactive in last 3-4
years; soft terms

Some done - securing
bank loans vith govern-
ment quarantee

Limited -- financial
review, regional
seminars

No

Little interest.

Training, TA, project
finance limited in re-
cent years. Detailec
financial control of
local budjets, accounts.
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I1.

Operations and
Inpact on
Municipalities
{(Cont.)}

Municipal Planning

EXHIBIT -2

FINDINGS ON MUNICIPAL DEVI:.OPMENT INSTITUTIONS (Cont.)

IFAM

.:NFOM

FUNDACOMUN .

LIGA

Effective Autonomy

Local Participa-
tion, Communica-
tion

Impact on local
Priorities

Geographic
Distribution of

Services

No capacity

MDI assistance has
improved financial sys-
tems; municipal execu-
tives trained.

Supported in theory,
though project and
budget assistance does
not require; found to
be minimal on field
visits.

Informal counsel = no
general planning assis-
tance; preference for
projects of “social
benefit"”. Generally
responds if project is
on eligible list; social
infrastructure, water,
sewer, street paving,
and lighting, feeder
roads, markets, bus ter-
minals, municipal
buildings.

All municipalities have
received services.

Not sir.:» mid-1960's

MDI has Llimited impact.

varied, jased on local
traditicnis. Not active
cor:cern >f INFOM,

Essentinlly as in IPAM

Broad d.stribution,
special attention to
smalles: towns.

Urban planning in 16
cities; community develop-
ment in others.

History of almost extreme
autonomy, probably
strengthened by FUNDACOMUN

Limited -- little impact
from FUNDACOMUN activity.

Aside from assistance in
planning to 16 cities,
responds to local prior-
ities.

Regional offices provide
broad coverage.

Prepares land use plans
for larger towns.

Not a priority,

Limited =- not active
concern.

Rasponds uncritically in
most cases, when res-
sources availabls.

No detailed information.
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III. Findings:

Institutional
Problens

a.

3.

Integration with national
and regional development

Data base and detailed
diagnosis o7 municipal
condit: =3 a:d ueeds

Teczhnical managerent
{internal)

Planning/Budgeting,’
Evaluvation System

Long-range plans,
including financial
(capital and subsidy
requirements)

Organizational structure
Corruption, dishonesty
Political interference

Staff Skills - Basic
Capability

Public administration

Public works
enjineering

Local planning
Social sciences/

Community development

Regional analysis

Institutional planninc

Staff Turnover

E£HIBLL -2 Coda: a = Problem Area
- b = Nct Problem
FINDINCS CN MUNICIPAL DEVE LOPMENT INSTITUTIONS
¢ = Correction in Progreas
IFAM i LTOM FUNDACONMTYN LIGA
: . . -
a I »n I c ! { a b 1 1 a 5 c a b c
T ; t o,
x | S TR x X x
. ! .
i . . '
| | | ; ! '
x x ' : | X X X
! . | (partial)
]
X '; X X X
X X X X X-7 X
X | X X X
X X X X X X
X X X X
Ccecasional X Occasional
and minor
X Too few X X
x | X X x
(Rely on]other agencies) (Other] agencies) (Limitad activity-
other acenzies)
X X X X X
(Limited)
X X X X X
X X Other agency hardles x
(Transterred to Uneven coordinatien
natiunal planning)
X X X X X
X X X X
(Stabilized (Radical policy
last 2 years) change)




2.2.1 wWhat is the Strategy of Municipal Development, and What
is its Relationshij» to Other Development Efforts?

Strategy, like a lot of military terms lifted and used in
other contexts, has come to mean many things, but still has the general
sensc of being concerned with broad objectives in public policy. In
development programming, a strategy 1s more than a sumning up of a list of
projecets and qctivitics—-it is a plan based on a set of value judgemznts
about the future which establish the basic goals and policies of an insti-
tution. A strategy involves defining what end results are expected, and
relies on collected information as well as on perceptions of what is

politically and otherwise possible.

Used in this way, we found that for the most part the munieipal
development institutiors lack strategy. The goals and purposcs which are
stated in their charters do not define a program, they merely indicate
the kinds of activity which will take place. Bnd the pregram and policy
statements of tne MDIs do not provide the needed definition. What is
Yeally meant py rational expioltation OL Wunlcipat assets oX "Ly parumoc
ing constant improvement in municipal public administration"? We
encountered no long-term vision -2 what a model nunicipality, or differ-
ent models under differing conditions of size and economy, might look
jike. We found little differentiation among municipalities except on the
basis of size as measured by population, yet clearly some are more rural,
others more urban; some will develop through agricultures, others through
industry or tourism. We encountered little or no analysis or policy
defining what kinds and scales of projects are appropriate for local
action, for cooperation among municipalities, for regional-local efforts,
and for direct intervention by a national agency. Technical assistance
and training policies do not state what the end objective at the munici-
pal level is, what the measures of effectiveness or efficiency are. Geo-

graphic or regional priorities are not stated.

Clearly, there is a tactical advantage in leaving such issues

open--it provides fewer targets for local officials or national
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legislators to shoot at. Lack of defined strategy was blamed on a
general lack of national development policy definition, and on the tradi-
tion of municipal autonomy which limits MDIs' scope of intervention. But
there are also some more rational reasons which can be discerned for the
vagueness of strategies. We mentioned above that a strategy is based on
judgements and irformation--a field commar.der needs intelligence about
the field of battle before he can position his troops, his artillery, his
navy. But the MDIs, on the whnle, lack good information about their
clients and their development needs. The absence of a reliable, current
data base regarding municipal conditions and problens was striking in all

four of the countries we visited.

Developing a good strategy requires staff work by analysts trained
and instructed to think about major objectives in relation to needs and
resources. IFAM, INFOM, and FUNDACOMUN established interhal institu-
tional planning units only during 1974, and had no mechanisms for depart-
ment heads to meet on a regular basis with the top manage~ to discuss

program issues. The Liga still has no orgonized planning mechanism.

Creating strategy may also'require that special studies be con-
‘ducted in addition to general diagnosis and collection of descriptive or
indicative data. Yet, again, we found surprisingly few cases where policy
studies had been conducted on subjects where knowledge and analysis was
scarce and needed. Exceptions were the integrated food marketing study
conducted by IFAM as a kind of defense against numerous requests for
subloans for municipal markets, and the municipal tax studies being done
by IFAM, completed by FUNDACOMIN, and planned by INFOM, We might have
expected to find studies of municipal employment conditions, of project
planning processes at the local level, of various models of municipal-
regional interaction, of low-cost ways of solving local sanitation prob-
lems--but we did not. We found that IFAM commissioned studies and
consumed consultants at a high race, but did not have adequate mechan-

isms for converting these inputs into policy and program decisions and

actions. INFOM, on the other hand, placed more limited reliance on external
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research and consulting resources, maintaining a less outward sriented
attitude toward new and different concepts and ideas.

In other words, strategies of mmicipal developmert are still at
the stage of aggregated project and activily lists.

Municipal development remains a government activity largely aparv
from other, often closely related, development programs. In Costa Rica
national development planning has not been a étrong function, and the
several autonomous technical agencies, of which IFAM is one, have pro-
qrammed themselves and operated in an independent manner. In Guatemala
the 1970-74 national development plan set up local government under INFOM
as a special "sector" reporting to the infrastructure unit of the plan-
ning secretariat. FUNDACOMUN's special status has placed it outside most
developmert programming on the national level, with exceptions in certain
regions where it has collaborated closely with regional entities and

other decentralized offices of national agencies.

UTNeY Factors WNlch NeLp expildin il strdieyy problecu, aud eapiovie

some of its implicaticns, are covered below.

2.2.2 How do MDIs Plan and Budget?

MDI annual program plans, operating budgets, and capital
requirenents are typically an aggregation of division or depastment esti-
mates of what will be nceded in order to meet existing commitments and to
maintain a constant level of activity in such areas as technical assist-
ance and training. Where foreign assistance is involved, funds are allo-~
cated to meet requirements of internaticnal agreements. The departmental
estimates a.e drawn from past experience, from requests coming in from
local governments, expected inflationary influences, and, in some instances,
from the need to develop an activity in response to a policy or priority

announced by the MDI board or executive.

Departmental estimates are generally passed to the accoanting or
general services unit, where they are aggregated. The executive reviews

the figures, discusses such details as staffing levels and vehicle or
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equipment requests with the midd!e managers, and suomits the budget to

the board for approval. The MDI budgets are then submitted to the national
executive, the national planning agency, and the legislature for approval,
and requests for new budgetary support, tax allecations or international

borrowing are defended.

In effect, the plans and budgets represent the sum of expected
activities as viewed from the technical, operating units. Operating bud-
gets are developed primarily based cn c¢ost levels of past years, adding in
new personnel and administrative support costs and a factor for inflation.
Capital Budgets are bas=d on applications for subloans which are being
processed or discussed and, in part, on the projections developed with

foreign lenders.

The value of these budgets is in assuring an acceptable level of
funding which will receive government approval and permit eontinued opera-

tions. They are used by the MDI's controller and acccuntants to monitor

AArvr -~~~ T+l mrimdn bhm wAarrAwrmmAantr A& MAcks DS s Mirmbmmala anAd Uanarvaela
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have all adopted complex program budrat formats, it is not at all clear
that “his results in more precise programming, or that the budgets are
used as manégement or program monitoring tools once the appropriation has
Leen made. In IFAM, for example, "ordinary" budgets are prepared and sub-
mitted frequently during the operating year in order to reallocate funds
among line items or to request additioaal funds. The initial budget bears
little resemblance to the actual pattern of cxpenditures and investments

at the end of the year.

In any pubiic institution there are adjustments recessary during
the progrem year in order to adapt to changing demands and conditions, but
the wide variances found in MDI budgets indicate to us that the imprecision
and disorganization of the programming process is a major eontributing
factor to the unrcliability and variability of the budgets. The plans on
which the budgets are based are developed in an uncoordinated manner at
the operatirg level. Lacking general goals or strategy, the plans reflect

the perceptions and interests of the different departments, rather than
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an attempt to interrelate project work, technical assistance, training
and studies. The plans are prepared once a year as a bureaucratic
requirement, and as the year advances, and daily operating demands mount

up, the plans recede into the background.

Tn all cases the mmicipal development institutions would berefit
by assistance in using the budget process as a financial reflection of,

and management tool for, a better program design.

2.2.3 How Are MDIs Managed?

An MDI éxecutive is a political appointee in the first place,
and a public person with some known interest in improving local government
in the second. Below him is a deputy, often someone who has come up
through the organization. 'Next in the hierarchy are the department ox
division managers who run the lending activity, the technical assistance
function, and the general services unit, which generally includes the

accounting operation.

Most bwiefly stuted, the answer to the question .8 that there 18
effectively a vacancy on the organization chart which we call the posi-
tion of "technical manager.” The technical management role is defined

in the box on the following page. The reasons ifor the vacancy include:

e The executives spend as much time away from
their agencies as in them, going out to attend
interagency meetings, municipal ceremonies, meet-
ings with the president of the country, international
conferences, teaching at the university, or attend-
ing to other business.

e Internal functions are frequently dominated by
petty administrative activities, signing checks, per
diem authorizations, and similar matters.

e Board meetings are lengthy and frequent, sometimes
as often as twice or thrice a week for almost half
a day, and the top executive must attend all sessions
¢or protocol reascns (in IFAM he is chairman of the
board as well as executive).
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EXHIBIT 2-3

TERMINOLOGY : Technical Management

In this context we mean a series of managerial and leadership
functions which go beyond ceremonial and representational duties, petty
administration, and other activities which take up so much of most MDI
executives® time. The following elements illustrate what is intended:

1.

lo.

This is not to imply that a technical manager should actually do all
of these things, but that he or she should be actively involved and holding
unit chiefs responsible for accomplishment of the above.

Leadership in policy formulation,definition of roles and goals
(in contact with national development planners).

Leadership in internal plan formulation.

Leadership in financial planning and monitoring
~ budgeting and progress during the program year
- longer-range capital and operational fund-raising.

Leadership in identifying needs for basic system reforms or
major research needs.

Leadership in maintaining internal coordination and focus on
objectives.

Developing standards of evaluation of program performance, of
project benefits, of personnel and of municipal improvement.

Leadership in building bridges at the technical level with other
agencies and levels of government.

Leadership in maintaining morale, incentives, and technical
improvement among the staff.

Leadership in maintaining a flow of new information from
within the country and comparative experience in other
countries, as well as current technical information.

Identification of problem areas, gaps in the program,
needs for reorganization, expansion, spin-offs, regicnalization,
and so forth.
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The deputy (executive director in IFAM, assistant manager in INFOM, for
example) generally sharcs the administrative load, but is seldom dele-
gated a substantive role in program decisions, which are held by the top

executive who infrequently finds time to ccncentrate on them.

Internal reporting, which might provide a basis for better techni-
cal management, is irregular, incomplete, and informal. Senior staff
meetings are held to review a subloan proposal, but are not routine or
used for developing or coordinating the overall program. Financial
reports may give information on the status of budget expenditures and
of subloan approvals and disbursements, but our financial analyst found
them badly organized, difficult to understand, overly deteiled and volumi-

nous, and in short, not very useful as management tools.

As long as the municipal development institutionsi programs con-
sist of divisional activities operated as passive response to municipal
needs, this kind of management approach may not be a major problem. The
avarntivee acanwve themcaluvac that activitiae ava haina carried emt bhv the
operational units, that the institution is within budget (or can make the
budgetary changes needed to keep things going), that external demands at
the national level are being satisfied, and that internaticaal obliga-
tions are being met. They are operatirg in the personal style which is

expected of public figures in Latin America.

However, should the mnicipal development effort become a more
active, muilti-faeeted one than it now is, and begin to move in som: of
the directions posed in other parts of our analysis, the top man-igement
role and capability in the MDIs will require some form of restructuring,
and the individuals in these jobs will require training in the manage-
ment of development. If the external and ceremonial demands on the top
pérsons can't be avoided or reduced, it may be necessary to create a new
position of deputy executive for program management or something similar.
Assistance programs have generally focussed on training technicians, but
it should not be assumed that the executives are not equally in need of

new or improved skills.
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In addition, the MDIs should be assisted in installing more
effective reporting and monitoring syetems than currently exist. Of
course, such systems will not be of much use if the programs are poorly
designed, and if the top managers don't have the time and orientation to
take action on the information, or are not inclined to hold their unit

chiefs responsible for performance.

2.2.4 How do MDIs Operate?

In Section 1 many aspects of MDI operations were discussed
as seen from the local level. We found that the activities were rather
narrowly focussed on the subproject and assuring its repayment, that
there were problems of duplication and uncoordination between representa-
tives of different MDI departments in the dealings with the local govern-
ments. We found that there are a number cf areas of need which are not
being met, such as diagnosis of needs, project and financial planning,
personnel aéministration, and community-municipal relations. We found
that training, technical assistance, and help in developing a subproject

were often carried out as isolated cases by MDI personnel.

We Lave identified some of the reasons for these outcomes in the
preceding parts of this institutional assessment. In addition, there
are cperational observations which help to explain the shortfalls of the

MDIs.

Except for FUNDACOMUN, the municipal development staffs operate
from a base in the capital city which has negative umpact on theiv
effectiveness. The technicians in each department are assigned to sub-
projects or technical assistance duties by their chiefs, and no® ﬁlways
in the same region of the country. Or else they are given a blaaket
assignment in an area (to train all councilmen in understandin j taxation
problems, for example) which includes ten or twelve municipalities. The
towns are of differing sizes, differing economies, and there are simply
a lot of them. The result is that the technician concentrates his work
in the largest and most accessible town, or else disperses his effort so

widely that he can accomplish little by the time he reaches each place

and then allows time to get back to the capital for the weekend.
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Coordination of field operations is.insuffirient,‘as discussed in
Section 1, and this is but a reflection of the lack of coordinated program
management in the MDI head office, and the minimal level of accountability
on the part of department heads.

In our view it is necessary to think in terms of categories of
technical assistance, and their relationship to regionalizing certain
functions. During nearly two years {1970-71), Checchi and Company car-
ried out a project to provide "Technical Assistance in Iconomic Develop-
ment to the Model Cities Program" in the United States. In the final
renort on that project, after working in more than 20 cities and counties,
we drew upon our experience to define subdivisions of technical assistance.
We identified one group of activities we called "process" assistance, and
another kind of work we refer to as "project assistance." This distinc-
tion is not intended to imply exclusivity-~the two kinds of work are
closely related and overlapping. It does, however, serve o clarify the

component parts of assistance in local development.

EXHIBIT 2-4

TERMINOLOGY: Categories of Technical Assistance - Process and Proiect

Process assistance deals with municipal program or strategy development,
program or task planning, project identification, institutional
manacement and evaluation, data collectioa and analysis, and
the mobilization of technical and financial resources. Ia our
view this assistance should be situated in the local or regional
milieu, at close range to the client, in order to permit contiru-
ity and frequent contact. It is most effectively delivezed
through a decentralized network, using regional offices and
generalists trained in process functions.

Project Assistance provides help with specialized, technical, or rela-
tively méchanical matters, such as engineering, architecture,
land surveying, road design, installation of new accounting sys-
tems, or such other needs as may arise occasionally in relation
to a specific project or problem. If there is sufficient demand
in a region this kind of assistance may be decentraliz:d, but it
may just as well be provided from the capital city, since it
doesn't require tre degree of constant attention and sensitivity
as does process assistance.

J
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Our field trips in the four countries showed that assistance was
needed in the process area as much as, and perhaps mogxe than, in projects.
Our bias is that strengthened institutional capacity will come as much
from process as from project assistance, especially where the technical

assistance activity is uncoordinated.

Costa Rica, Guatemala and the Dominican Republic are small coun-
tries, and nearly all points can be reached in less than a day's drive
from the capital. However, the regional differences even within such
small countries are significant, with differing econories, social struc-
tures and physical obstacles. Technicians travelling occasionally for
brief visits from the capital cannot effectively deal with process issues,

in our observation.

While we recommend that serious congideration be given to the con-
cept of identifying and decentralizing process assistance, we caution
against doing <t in absence of improvements in MDI planning and manage-
ment. Tnere must be a commonly agreed-upon approach, priorities, and
effective monitoring of regional units in order for them to be effective.
The regional-system set up by FUNDACOMUN became a group nf independent mini-
agencies, operating under different guidelines and assumptions in each
region, with little accountability or direction from the capital. A bal-
ance must be struck between maintaining common program goals, and adapt-
ing activities to the conditions in each region. The regional units can
potentially make a contribution to better institutional plans and pro-
grams if their role is well-defined and their relationship and operating

guidelines with the head office are established and monitored effectively.

The administrative support system ig important to effective opera-
tions, and is often in the position of determining, rather than responding
to, program activities. In all of the MDIs we visited, we listened to
technicians' complaint:s about the restraints placed on their work by the
administrative and financial controls of their institutions. In IFAM we
had an opportunity to observe this over a span of a year and a half, and

in INFOM we interviewed an advisory team working on improving the
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administrative system. We were thus able to judge that the complaints
represented more than the usual griping about bureaucratic rules and
regulations. And while we appreciate that many seemingly illogical rules
in developing countries are designed to prevent corruption and abuse, we
concluded that many of the complaints were legitimate. Vehicles are
often difficult to obtain, or not available when needed; per diem cannot
be collected unless the top executive signs the chit, and he may be out
of touch for several days; authorization to travel to put on a training
seminar outside the capital may not be given if the request form wasn't
filled out correctly. These factors frustrate the activists amony the
technicians, and provide a perfect excuse for the ones who prefer to stay
at their desks in the capital. The effect is that the administrative sys-—
tem, which in theory is a service unit to support field operations, ends
up contributing to non-performance, bad timing, and in extreme cases,

results in the departure of dedicated professionals.

The adrinistrative support systems of the MDIs need to be reviewed
from time to time to see that they are working in support of the program,

rather than achieving de facto eontrol over it.

In essence, the operational problems of the MDIs are not differ-
ent from, but a reflection of, the broader problems of programming and

management already discussed.

2.Z2.5 How do They Run Their Loan Programs?

Speaking mainly of IFAM and INFOM, which had active subloan
operations when we visited them, the answer is,briefly, that they run them
well. As noted in Section 1, there is a strong emphasis on makiig sound
loans, building sound structures, and rcreating the conditions for responsi-
ble debt service on the part of the municipalities. The subloan docu-
ments contain the basic information and analysis necessary to assess the
project and approve it, and state the financial -conditions which the
municipality must meet before work can start, during the project, and

during repayment.
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There are some elements of the lending process which we believe
deserve attention and/or improvement. We believe that a subloan should
be the oocasion for working out a joint MDI-municipal work plan to deal
with a range of problems, many of which may go well beyond the subproject
and its smortization. In this concept the lending function is the lead-
ing edge of a broader program of local reform. If the subloans vere 3seen
as leverage for general reforms, the documents should specify these as ‘
conditions of the loan to the extent possible, and represent an obligation
not only for the municipality, but for the MDI to provide the necessary
process as well as project technical assistance to achieve the changes in

local planning and administration.

Although construction contracting ts often handled under the close
supervision of, or even directly by, the MDI, we would suggest that it
gradually be turned over to municipal administration, with the MDI retain-
ing auditing rights. The paternalistic relationship between central and
local administrations must be eventually broken down, and this would be
a step in that direction, with the audits acting as a hindrance to corrupt

contracting and administration.

The subloan appr.val process allows for little or no discretion at
the levels of executive and board of directors. This was particularly
true in INFOM, in which the subloan package has reached the stage of con-
tract award and construction planning by the time it is presented for top-
level approval. The staff has invested time and other costs in field
visits, project analysis, designs and other documentation and the munici-
pality has formally committed itself and its resources. The approval by
the board is therefore virtually automatic, because rejection of the pro-
posal at this stage cf the proceedings would be highly wasteful and have
a number of other negative repercussions. With this little discretion
remaining to the policy levels, there is little possibility that subloans
will be reviewed in terms of stated priorities, policies, or targets. Ve
suggest that there be a preliminary review of projects under preparation
before they reach such a stage of the Jacto commitment, in order to allow

for more management control and monitoring relationships between goals,

policy and individual subprojects.
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2.2.6 What Xind of Personnel Work for the MDIs?

In our observation, the municipal development institutions
have succeedes in attracting highly-motivated, well-trained individuals,
most of them young and energetic, in the fields of engineering, project
economics, and public administration. IFAM drew much of its initial
gtaff from the municlpal finance office of the national Controller General's
office, since it was one of the few agencies which had frequent contact
with local government. On the whole, IFAM's technical assistance/training
division has had more staff than the lending division. In INFOM, the
emphasis has bsen on engineering, with only a handful of staff members
trained in public administration and finance. FUNDACOMUN has been well-
staffed for its banking, training and technical assistance functions since

the mid-1960s, including a number of staff members with foreign training.

In short, the quality of the staf] we encountered-was excellent;
ve were concerned, however, by the lack of representation of such profes-
gions or disciplince as sociology, commumnity development and planning,
rural economics, and training. None of the MDIs had brought community
developers into municipal assistance, including FUNDACOMUN, which has,
until now, kept its municipal development and community development units
quite separate. We find the staffing in municipal development rather
narrow, consisting of public administration people, civil engineers, and

economists for the most part.

2.2.7 How Good is MDI Financial Planning and Management?

To some extent we have answered this question under the plan-
ning and budgeting question, at least in terms of annual periods. Over
the long range the problems are similar. Lacking clear progran goals,
and thorough assessment of mmicipal needs, both capital and operational,

. the MDIs reveal a general lack of financial planning for longer periods.

This causes some very real problems.

IFAM, during 1974, was making lcan commitments beyond itsvcapital
resources. FUNDACOMUN committed its capital,(largely AID loan funds in
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,the mid-196Cs). It has experienced declining central government support
and had problems in collecting loan repayments from the local development
foundations which borrow on behalf of the municipalities, with the result
that the credit program has practically dwindled away. INFOM has commit-
ted most of its capital on terms which will produce slow rotation and
place severe limits on future activities unless new funds can be found.
These problems seem to creep up on the MDIs and when they are realized,
the tendency (seen in IFAM and FUNDACOMUN) is to try to meet obligations
by borrowing in international capital markets at high interest rates and
for short periods. This is costly, requiring either passing on high
rates to the municipalities, or seeking subsidies or even assumption of

the debt on the part of the central government.

The problems of unplanned decapitacizaticn could be alleviated by
better forward planning of capital needs; better definition of program
content; thizking far enough ahead to be able to prepare projects and
loan applications for iniernational development lenders; and altering the
terms on which subloans arc made in ordsr to produce a more even rhythm
of rollover., This would involve having a wider range ot terms for dirrer-
ent kinds of projects ("hard" - income producing, “"soft" - social infra-
structure) and for different municipalities with differing financial

capacities.

The MDIs should also look into ways of leveraging their capital
through consortium financing, guarantees, ard interest subsidies. Financ-
ially strong municipalities shculd be able, with the MDI's advice and
intervention, to borrow for scme highly inccme-producing projects from
the national banking system. The MDI could help develop and preﬁent the
project. use one of the mechanisms mentioned above as an incentive for the
commercial or public bank, and thus multiply the impact of its capital and
portfolio. As banking instjtutions, the MDIs have barely begun to utilize

the various financing combiuations which are potentially available.

2.2.8 what are MDI Attitudes Toward the Municipalities?

On the whole we found that municipal development technicians

respect the local officials with whom they work, although there were
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exceptions. MDI people exhibit less of the paternalistic, technocratic

and centralistic attitudes that are found among many national officials

and professionals in technical agencies. We did find at times among MDI
officials a kind of maddening circular reasoning which says that we can't
do anything significant with the municipalities or expect them to do much
until they have more resources and are better managed. This is somewhat
baffling when one &ssumes that that is what the effort is all about, to giv¢
local governments the tools to assume more responsibility and authority.

In the paternalistic view, local government is seen as a playground for

ambitious politicians who can't make decisions and handle money.

Bureaucratic and political inertia cbstructs innovations and fast
action in some cases, and in others pushes action forward when more analy-
sis, reflection and information is needed first. Bureaucratic, political
and geographic territorialism interferes with useful and rational col=-
laboration among agencies, municipalities and levels of government, is an
obstacle to rational distribution of authority, and blocks mutual defini-
tigpfof roles in the development process. Anxiety is a problem, arising

'ffém being threatened by the idea of committing one's self, agency or
department to clear quantifiéd objectives and procedures, and anxiety
based on evaluating esults and making indicated changes in programs,

personnel, and organizations.

These factors are present in most development or governmental
institutions and are not insurmountable. MDI officials we observed are
generally very positive in their attitudes, sincere in seeking ways to
improve their institutions and programs, and willing to respond to needs
at the local level. With these attitudes as a starting point, much can

be done to improve the programs.

2.3 Actions and Plans of the MDIs to Improve Performance

In the first pages of this Section we mentioned that we found all
of the MDIs in the process of self-evaluation and change. In two cases,
8
(INFOM and FUNDACOMUN) national political changes had brought new

management in at the top, with the effect of injecting a fresh look ac
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programs and operations. IFAM was making program changes in xesponse to

outside influence, and the Liga was exploring r:w projgram possibilities.

IFAM is the case we know best through our continuing contact with
the institution from February 1974 to February 1975. During that period
IFAM made organizational changes to reduce the number of units reporting
to the executive, and recognized the importance of the lending and
technical assistance departments by raising them to division status. A
planning unit was created, and a program of community and municipal studies
was created. FPlans were developed for establishing regional offices. A
“rural window" lending program was established as the basis for a second
AID loan. Technical assistance is planned to inmprove financial planning,
management and reporting. A working agreement with the community develop-
ment agency was being developed to coordinate municipal and community
development. A three-way agreement was being negetiated with the OAS
IFAM and INVU, the housing and urbaa development agency, to establish a

technical assistance program working toward a national urban system.

INFOM, under its new manager, had a consulting team working on
improving internal management, and an in-house, newly-established plan-
ning team reviewing the last five years' programs, and making recommenda-
tions for broadening the institutional development clements of the program
and making organizational changes. Surveys of municipal services and

facilities were carried out, and a municipal taxation study was planned.

FUNDACOMUN was undergoing a basic reorientation as a result of a
major policy commitment by the national President and by its own President
to take rapid action on the slum problems, strengthen intermediaﬁe city
development., and integrate community development with municipal government.
Positive action 1is hopea for in the Venezuelan Congress on the long-pending
natmonal municipal code bill. Program and policy development and manage-=
_ ment are to be strengthened through better control over regional offices,
and through the creation of a planning office. The organizational structure,
which had become very dispersed, was being tightened under two major

pureaus (direcciones), one for community action, the other for municipal
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development (including both lending and technical assistance in one

bureau).

The Liga Municipal in the Dominican Republic was assessing its
activities, exploring the reassignment of field staff, and looking into
the possibilities of establishing a municipal bank.

In all of the countries we found that rural develcpment had been
given high priority and that there was new thought being given tc ways to
involve local government in the process. Urban development policies are
being reviewed, and urban problems are being studied outside the capital

metropolis.

This activity is still preliminary, and much of it may turn out
to be more rhetorical than real, but it does give some indications that
changes are occurring in tﬁe field of local government which will be
important in the future. The remainder of this report is concerned with
considerations for that .uture, and ways to carry the evclution foxward

and pernapg accelerate 1ts pace.
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SECTION 3

Considerations and Propositions

For the Future

3.1 Changing Concepts of the Role of the Municipality in Development

Ae the Latin American couniriee draw up more complex, multisectoral
development plans, there ie taking place an examination of the role, poten-
tial, and current involvement of local governmments in the development
prccess. This phase of examination was encountered in one form or another
in Costa Rica, Guatemala, the Dominican Republic and Venezuela, and
probably contributes to the uncertainties and lack of definition which we
found in their municipal development strategies. As in most situations
involving changing perceptions, older concepts survive and appear to domin-

ate even as the new ones are being understood and adopted.

We characterize the prevailing traditional view as a vertical eon-
cept of municipal gcvermment's role, and the emerging developmental notion

[BJ T . .t el . [P N — . . - . . - ., . sy » - -
UO v nvirovitLue UUILUOHV. AT Lww bUlleyLE aLrc UCp/LeLou L4 rmn.u.u.L (= S B

on the following page.

The vertical view is the traditional one being applied in a mmber
'of countries in which the municipality collects nominal local taxes, possi-
bly receives a national subsidy in proportion to its population, and then
provides town dwellers with a limited range of facilities, social services
and administrative services. Other government functions--agricultural and
industrial development, incentives for tourism investment, health and edu-
cation, and the larjer-scale or more technical infrastructure to support
them, are reserved as fields of action for national or specialized agencies.
Local government is assigned a narrow range of activity within a municipal,
essentially urban, "sector" as it was designated in Guatemala's 1971-74
development plan, for example. The municipal development. institution's
role and program derives from this concept, focussing them equally nar-
rowly on mainly urban social infrastructure and improvements in the local

administrative machinery.
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In the horizental view the municipality takes on the character-
istics of national govermment in microcosm, extending its role dirasctly
and indirectly into a broad range of govermmental functions and develop-
ment needs. This extension of the municipal role does not necessarily
mean that it assumes from national agencies full responsibility for
health, education, economic development, and so forth, but that it becomes
catalytic, and that it engages in a broader range of projects than pre-
viously at the local level or on a local or subregional scale. It implies
more activity in the rural part of the municipality's jurisdiction, at
least in providing infrastructure to support agricultural development
programs. It implies developing a local planning capability, and per-
haps a role in data-gathering for local, regional and national purposes.
It may involve assigning a.more active role to municipalities in gather-
ing certain national revenues on a sharing basis, with the hope that col-
lections would increase as the municipalities had a direct interest in

raising their revenues (this approach is being used in Costa Rica).

The horizental concept is still evolving, responding to a more
advanced level of understanding of the dynamics (and limitations) of the
development process. It emerges also from the increasing demands being
placed on local governments, and from the realization that central govern-
ments and their technical agencies often fail to meet development needs
sufficiently and equitably. Central agencies simply cannot respond to the
requirements of dozens--or hundreds--of local problems, each within a
different physical, economic and social setting. Plans drawn up in capital
cities by technicians who briefly visited 2 local community have often not
been implemented or maintained after delivery back to the locality. Munici-
palities and rural popular organirzations have increasingly demanded that
more resources be allocated to them, znd that they be given control over
how those resources are used. At minimum, the local voices call for par-
ticipation in decisions involving major projects or programs in their areas.
Thus, the horizontal view arises from pragmatic considerations, lessons of
experience, and emerging political pressures. These are the same forces

which influenced the creation of the municipal development institutions.
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As theories of development, and of how to make it more effective,
are refined in recent etudies and documents, they increasingly support the
theais that development should be decentralized, made more democratic,
given a spatial dimension (regionalized), distributed morc equitably, and
therefore planned and coordinated as close to the end benefictary
as poaaible. The reasoning of the analysts (who represent a range of
disciplines) is at times jideological, but generally practical. They
identify the waste and failings of centralized developmeﬁt efforts and
their tendency to concentrate investment and benefits in capital cities
or in one or two other major cities. The growing concern over the rapid
growth of urban poverty and misery in those cities, due, in great measure,
to the lack of incentives and opportunities in secondary tuwns and rural
areas, has reached a state of alarm. As rural dzvelopment programs are
designed with the intent of slowing rural to urban migration, the role of
 local government in supporting those programs comes unde; scrutiny.
Strategies to disperse industry, to process natural resources in-country
near their source rather than exporting them, and to provide non-farm
employment in rural areas, all have importance in the horizontal view of

local government's role.l/

Finally, the dynamics of change at the local level are influencing
the changing view. The smaller towns are finding that they are also becom=
ing the gathering places for the rural poor as intensive agriculture gives
way to livestock ranching, as farm laborers are displaced by mechanization,
as rural land is bought for vacation homes or other real estate specula-
tion. The more perceptive local jeaders see that not only must they attempt
to provide sexvices to squatter settlements, but they must begin to take
an active interest in the root problems out in the rural areas of
their municipalities. The old distinction between rural and urban cdevelop-

ment becomes smudged, and local leaders must find new tools and methods

1/ In the Annotated Bibliography, see Items 1, 3, 4, 5, 8, 9, 13, reflect-
ing the views of specialists in urban, regional, and rural development
and in development administration.
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for responding to a more complicated interaction of social and economic
forces. 1In short, these forces may mount to the stage that there isn't

muach choice in changing from the vertical to the horizontal concept.

The most common manifestation of the changing view is the estak-
lishment of development regions in several countries, along with the
creation of corresponding institutions and decentralization of naticnal
agencies' operations. 'The larger countries (Brazil, Venczuela, Colombia
and Chile) have taken the regionalization route, in part because of size
and distance considerations, but the other influences reviewed above have
played a role. The smaller countries (Costa Rica, the Dominican Republic,
Guatemala, Honduras, Nicaragua, and Panama) are considering, or putting

into practice, various regional schemes.

The relationship between regionalization and local government's
yole in development is not entirely clear, but some impliéations are
worth noting. Municipal officials will be participating in regional
development councils and in consideration of major projects. Local
governments will participate in the identification and implementation of
those projects to some degree. Central government will be closer and
thus more accessible to the municipalities. At a minimum, the changed
governmental structure of development will lead to a confrontation with
the definition problems and the matters of role assignments, and will
probably have the affect of extending local government into new areas

previously neglected in the vertical, urban concept.

One approach to sorting out the national/regional/local puzzle is
to view the regional level as an integrative one between development
needs and activities generated at the local level, and the naticomal govern-
ment's efforts to achieve certain macroeconomic, sectoral and social goals
through its overall development program.l/This, of course, raises a series
of questions about delegation of authority over funds, whether the
regional units of government will be simply planners or also executors of
programs and projects} and a host of others, as discussed in some of the experts'
papers cited earlier. And again, it raises questions and corresponding

1/ Exhibit 3-2, following page, illustrates this integrativé role of
regional bodies.
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£Zxhibit 3-2

REGIONAL IN.EGRATION OF DEVELOPMENT
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NATIONAL PRIORITIES POLICIES AND .PLANS

TECHNICAL] AGENCIES

‘ Development Councils
Offices-of National
Agencies
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demands on the MDIs' program and policy development capacity, about what
municipal capacity should really be under differing conditions (economic,

demographic, and so forth).

These are the kinds of problems with which the proposed technical
assistance program of the Organization of American States will be grap-~
pling as they send teams to the various countries to help design "national

.uxban systems," seeking to adapt some structure to each country's govern-

mental, political, and historical conditions.l/

3.2 Strategies and Lending Policiec for the MDIs

3.2.1 The Need for Data and Diagnosis

The information gaps in developing countries are well known,
and it is only in recent years that systematic efforts have been made to
attack the chronic problem of missing, outdated, inaccurate, incomplete
data which is all too often aggregated in inappropriate ways. As we noted
in Section 2, ome of the prime requisites for effective strategic and
plaming decisions is good information, and the MDIs revealed a mGjor
shortage of good infermation. In part, it is a problem of unavailability
of good data; in part, it is a lack of recognition of its importancé (some
of what they need is available ia other agencies--most just haven't used
it); and in part, the data problem has been based on the fact that the
MDIs did not have the orgznizational units and appropriate personnel to

gather and analyze data.

There is always the danger of going off to extremes in data col-
lection. Caveful definition is needed to assure that the data which 18

gathered is useful and not merely interesting. This means that the opera-
tional technicians should have a role in defining which data are needed.

As electronic data processing comes into use in the countries it is often
assumed that any data problem requires a computer, and if there isn't one,

that the data problem can't be adequately handled. This should not be an

1/ Annotated Bibliography, Item 5.
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obstacle to developing information systems which are suited to the local
state of affairs, and which might be converted to more sophisticated proc-

essing later on.

the data should lend itself to local, general, and relative diag-
nosis of municipal conditions and capacity. It should, therefore, be
comparable from municipality to municipality as much as possible. Second-
ary data should not be shunned where it is reasonably reliable. Once the
data has been collected, it chould be kept up to date, preferably through
inputs from the municipalities. They should have access to the data for
their own purposes. The data should be capable of being assembled by
municipality and by subject for different policy and program decision
purposes. The data bank's contents and arrangement should be reviewed from
time to time to assure its usefulness and that it accurately reflects

changing conditions.

A good data bank will not solve all of the strategy problems of
the municipal development institutions, but without one it is hard to see

how they can be solved.

Developing a complete, useful and current data bank will meet only
part of the MDI's information necds. Other forms of study and research are
a continuing need in a field as evolutionary, broad-ranging, and complex
as mmicipal development. The basic questions revolve around clearly defining
the need for analysis and information, establishing what scale of effort is
required, and determining the most appropriate way to carry ic out (as a
staff study, or using domestic or foreign experts), and then having an

effective mechanism for utilizing it in policy and operational terms.

Again, some classification may be useful in bringing order to a
rather confusing subject. We have suggested three categories of studies in
the following box, including some general guidelines and cautions regarding

their appropriateness under different situations.

We noted in Section 2 that INFOM has drawn very little on outside
experts, either national or international, and that IFAM tended to draw

72



heavily on both, but did not utilize their‘pzoducts effectively.
The two situations are symptomatic of a common problem of when
and how to use outside expertise. The most fundamental nced is

to clearly define, before the study starts, what final product ts

expected and how it is to be used. Findings and recomcndations
should be discussed with those who made the study or provtded
assistance, additional details requested if nceessary, and then
a decision made whether to accept, reject, or mudify what has
been suggested, and necesscry adjustments made in order to put

the new approaches or information to use. ./

3.2.2 The Economic Element in Municipal Development

The best tax system in the world will yield little
from a stagnant or declining economy, and this applies at the local
level, no less than at the national. In our view, insufficient
attention has been paid to this basic reality in the municipal
development programs, and this represents a major flaw, and one
which should be rectified if the municipalities are to move to a
more comprehensive developmental role. The current programs have
not yet moved to the next stage of linking public investment to
incentives for industrial (including agro-industrial), tourism,
marketing, and other enterprises which would provide new income
to the popualation, and by derivation, new revenues to the munici-

palities.

The investor, whether he is private or public, looks for economic
factors to be provided by local governments, such as water, sewer and
power of industrial scale, refuse collection capable of handling massive

amounts of waste, access to major transportation networks and market:s

1/ For a graphic version of the study-policy-operational cycle,
see Example 10, Annex B, first presented in our evaluation
of IFAM.
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EXHIBIT 3-3

CATEGORIES OF STUDIES: Research, Diagnosis, Special Studies

Research (investigacibn) has its place primarily in the study of
long-range problems or policy issues. In Spanish the term is
often used loosely, to apply to any kind of study, and in Latin
America the results are frequently voluminous, time-consuming,
consulting all possible sources and striving for scholarly
precision. Great care must be taken to charter and monitor
research so that it has applicability and usefulness for
decisions.

Diagnosis (diagndstico) should be a relatively short-term effort
designed to develop the best possible profile of reality using
available data or that which can be readily gathered in the
field through surveys. Once begun, diagnosis becomes an inter-
mittent, continuing responsibility and effort, a frequent refer-
ence for evaluating programs, shifting resources, and deter-

mining policy.

Special Studies (estudios espectales) are specific inquiries into a
technical problem, often identified by operational staff, and
once done are not repeated. They should be well-defined as to
their use (and users), rapidly concluded, preferably by experts
in the field, and translated into policy or procedure, perhaps
in the form of a manual.

Examples in the municipal development context:

Research: mnalysis of the electoral process and its impact
on municipal administration, or an inquiry into the
long-range implications of decentralizing administra-
tion of property taxes.

Diagnosis: Comparative assessment of municipal capacity
and development needs (see Section 5): a survey of
municipal-community relations.

Special Studies: Development of a methodoiogy for evaluating
municipal market projects; analysis of the legal implica-
tions of esteblishing local development foundations; or a
study of the costs of collecting a new tax on tourism at
the local level.
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and iand located and prepared to suit his needs. In addition, of course,
the investor needs labor and raw materials which may be found locally or

imported if other factors compensate.

Until economic factors are effected by local action (in collabora-
tion with national plans and operations), the municipalities will contin-
ue to exhibit their universal problems of weak finances, unskilled and
undermotivated adninistration, and physical unattractiveness. Installing
minor publie works, new tax and accounting systems, and administrative
reorganization will be but marginal improvements and of little lasting
value or fundamental development impact without a reorientation or expan-

sion of the scope of the effort toward economic concerns.

The type and scale of public works being carried out by the munici-
palities with MDI assistance do not, in their present form, have much
impact on the economic factors. On close examination of’ the subprojects,
as reflected in Exhibit 1~1, we found that very few of the projects
had a direct or significant positive economic impact on either the com-
munities or the municipal corporations, although the subprojects were often

billed as being economic in their effects.

It may be useful to classify the subprojects under two categories
as we see them. One category we call social infrastructure and the other
economic infrastructure. As defined in the box on the following page, few
of the commonly financed municipal/MDI subprojects, with the exception of
feeder roads, fell under the economic infrastructure heading. In our
experience (and past jnvolvement in industrial location questions), parks,
paved and lighted streets or a new municipal office building may make a
marginal difference to an industrial investor, but they will not be deter-
minant. We feel that the balance should be shifted in the future to more
of the economic category of infrastructure, without, of course, neglecting

the other factors and needs.

As Exhibit 1-1 on project pbenefits shows, we found that the munici-
pal corporations did not always fare well economically under the MDI lend-

ing programs. Municipalities in all of the countries we have visited and
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EXHIBIT 3-4

CATRCORIES OF MUNICIPAL SUBPROJECIS: Social Infrastructure/
Economic Infrautructure

— -

A rough way of stating this classification is to say that social
infrastructurc makes people more comfortable in their poverty, while
economic infrastructure serves directly to alter the condition of
poverty itself by encouraging new investment, new employment and
increased income. Both are important, and social infrastructure is
often necessary to create some preconditions for improvements in
productivity. However, there appear to be limits to the extent
that municipal governments can develop, finance, and manage ser-
vices and social infrastructure unless economic growth is also
occurring, and it may be necessary to promote municipal develop-
ment activity which is more directly aimed at the economic factors
l as the next stage in municipal development. Ve have classified
municipal subprojects under the two headings, as follows:

Social Infrastructure . Economic Infrastructure
Murnicipal building Transportation terminals (see
Street paving ' below)
Refuse collection (residential) Highways (feeder, secondary)
Racidantial watav = cauny Induckrisl wnchke dicneczl
clectrical installations Electric, water, sewer instailla-
Housing tions of industrial capacity
Clinics, health posts, primary Land acquisition and preparation
and secondary schools for industrial, commercial or
Street lightiny tourism uses
Parks, playing fields Vocational training facilities
Street cleaning Crop storage facilities

Input storage facilities
Irrigation systemns

Marketing and Slaughtering Facilities
{see below)

Municipal markets, slaughterhouses and transportation terminals (bus
stations, ferry terminals) may fall under either heading, depending
on their scale and use patterns. Most of the markets and siaughter-
houses we observed were social rather than economic, offering better
housing for the same activity. Where such facilities are of suffici-
ent scale to encourage new production, diversification and com-
mercialization of production, we would regard them as economic.
Where passenger terminals include new commercial space and activity
for new entrepreneurs, they lean toward the economic. Where they
merely replace wood with cement, and the same businesses take the
space, they may represent nothing more than beautification, and
thus be primarily social in impact.
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studied have frequently found themselves iﬁ worge financial condition be-
cause of such projects, having to add staff to manage them, having in-
creased their indebtedness to ithe point of being ineligible for further
financial support, finding that managing the new facility is more complex
and costly than anticipated, and that the community is not willing to pay
the user fees, that the concessionaire in the bathhouse loses money and
fails to renew his contract. The facilities have not added to the tax
base in any measurable way by creating new economic activaty. Often such
projects as municipal markets and slaughterhouses represent nothing more
than physically refurbishing the same economic activity (1f the mainte-

nance machinery works).

Employment generation is often cited as being a canmunity economic
benefit related to municipal projects. After visiting the sites, this
generalization is difficult to sustain. In ovur observatipns the projects
are built using labor-intensive methods requiring large numbers of persons
carrying materials moving earth and mixing cement, and a few skilled
laborers laying block, installing plumbing or building roof supports. The
skilled laborers often move from town to town or work for a contractor
full time, while the unskilled are local farmers or farm laborers. When
the project, or a complex of facilities, is built by a contractor, as in
Guatemala, the firm is often based in another , larger city. The result,
in terms of local employment generated by the construction projects, is
that the work is temporary, supplemental to other income, rather than
representing a new career for the local workers. There may be some
marginal multiplier effectlin the form of increased consumption, benefit-
ting local shopkeepers, and the laborers may be exposed to some construc-
tion skills which are always marketable in a developing country. But none

of this adds up to significant economic income-generating impact.

We recommend, therefore, that municipal development stracegies take
explicit account of the economic element, and that where it is appropri-
ate 1in terms of such development priorities as increasing rural employ-
ment or dispersing industry, opportunities be seized by the MDIs and
the local govermments to expand their involvement in creating well-planned

and designed economic infrastructure.
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3.2.3 Strategy Choices

when the diagnostic and policy review needs of the MDIs
are addressed in the future (as they must be under the changing conditions
and concepts) they will be facing a number of stratcgic choices. The
MDIs will have to decide where to allocate their capital and manpower
for the best effect--what size and category of municipality, what
mix or combination of assistancé, and all of this hopefully toward
some better-defined goal of municipal improvement. Some of these
issues are discussed here for the consideration of planners and

practitioners.

If the conditions znd policies in the country are propitious
for mounting a municipal economic development effort, especially in
the intermediate or smaller towns, the following choices might be

examined:

a. Non-farm amployment creation: Aiming for light,
principally labor-intensive industry, tourism,
mining and related industries, timber-related
industry (paper, furniture, plywood).

b. Rural infrastructure: Placing primary importance
on developing, through municipal action, feeder
roads, village sanitation, potable water and
irrigation systems, veterinary or agricultural
extension facilities, rural training centers and
health posts.

e. Rural Market Centers: Emphasizing improving the
attributes of the town center in its role as an
"engine" of rural development, a mixture of directly
and indirectly supportive services which encourage '
diversification of agriculture and agro-industry,
gsuch as land designation, preparation, and industrial-
scale water, power, sewage and waste disposal suited
to milling, canning and freezing; installation of
transportation and storage facilities for cash crops
or livestock, and other related projects.

The national development plan may call for one of the above, or
the strategy may repzesent a judgement to vary the approach in each region
or even 2ach locality. In many municipalities the strategy may require

a mix nf the above, and indeatification of the proper emphasis should be a
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combined effort of local officials and national, regional, or provincial
technicians.

Another basic decision to be faced is which municipalities
should be assisted under an active program which operates on objective

criteria and policy. 1In practice, the following choices present them-

selves:
® Assist all with something;
® Concentrate on the smallest and most needy;
e Work with the most capable or financially sound;

e Sit back and wait to see who comes to the door,
the passive approach;

e Work with the ones controlled by the right political
party; or .

® Channel resources to meet or fill the gaps in the
development plans of other agencies.

Most MDIs do not have sufficient resources to assist all munici-
- palities during a two- or three-year period. Assisting the smallest and
most needy first may satisfy a political or ideological goal, but may
not be productive in the aggregate, or even in the sn~ller municipalities,
if the resources are'thinly spread. Assisting the most capable, the ones
which have plans, are financially sound, have shown they can manage “good"
projects well, may have a good payofrf and results, but may also widen
existing disparities, and result in good banking but limited institutional,
horizontal, development where it's needed. The passive approach, which
is the most frequent one, results in a project here, some TA there, and
very little in the way of measurable results. It also causes problems
for the MDI, as it must constantly shift budgetary allocations, staff
assignments, and experiences other problems of rational management. Con-
sideration of the development plans of cther agencies is esgential, since
it may illuminate gaps in resource allocation as well as duplication. The
political approach has been limited in our experience, although one MDI
recently fought off an atﬁgmptjto use its resources to reward party loyal-

ties and build local bases fozithe next election,
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In reality, the decision on which municipalities should receive
agsistance will consider a combination of the above factors, hopefully
with the help of something resembling the planning process prescnted for

consideration in the final section of this report.

Yet omother gencral strategic question relates to the action to be
taken on basic reforms of the mmicipal system, its lavs, instituticns and
processes. .In some countries the needs and solutions have been apparent
for some time; in others, further study may be required. This may be an
area suitable for MDI action--working alone or in collaboration with a

municipal association, or league--on such matters as:

a. Reforming the municipal code(s) where they are out-
dated or non-existent, focussing on such areas as

e clarifying the role of municipal government;

¢ developing modern, progressive end simplified
local tax provisions;

e providing professional status and job security

SO mwailipal onployiasi
® providing safeguards against municipal corruption;

e setting standards for elected officials, and
extending their texrms of office or allowing suc-
cessive terms where they are two years; and

e separating local government elections from
national ones, so that local elections focus on
local issues rather than on national, or party,
matters.

b. Providing financial incentives and channels for domestic
capital and cash reserves tn go into municipal projects,
and setting up guidelines for municipal credit, bond
issues, and international financing of local projects.

c. Establishing national civil service incentives for field
service, such as special allowances, basing promotions
on field service, opening special carecers in regional
and local planning and administration.

d. Vorking toward an official classification system for
municipalities which go beyond population numbers alone
and provide a better basis for developmert planning and
fund allocations. (See Section 5).
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In many countries, without some--or all--of the above reforms of
the system itself, municipal development projects and activities will he

merely synbolic, palliative, and probably wasteful.

3.2.4 Lending Policies

The gaps between statzd subloan priorities and actual results
of the municipal credit activities are, as we have noted in Section 2, the
result of several factors and forces, including lack of well-defined
brogramming, insufficient coordination (internal and with other agencies),
and the procedures for preparing and reviewing loan packages which, to a

great extert, limit the discretionary review at the executive level.

We have revicwed the stated priorities of the MbIs, including three
not included in our field visits but which arc receiving AID assistance,
and excluding twe {(the Liga and FUNDACOMUN) whose lending activity was
inactive and‘therefore did not provide us with policy statements. The

rankings are shown in Exhibit 3-5, on the following page.

——-ee L -

I IrAalf aud INFUe we welc dwlt LU LARtE a LiUSE 1UUR al Lile elico=
tive priorities" as reflected in their performance over a four~ or five-
year period, and as mecasured in texms of relative allocations of subloan

funds, and to compare them against the stated policies.

In the past, the stated priorities in credit allocation have been
similar among the MDIs and have represented
@ projects generally assumed to be lacking or

in high demand by the municipalities (drinking
water, sewage systems), and :

® projects assumed to be income-producing and
therefore self~financing (markets, sl»aughterhouses,
bus terminals) .
-In most cases, low priority has been placed on municipal buildings and on
recreational and cultural facilities. There has been no differentiation
between priorities for subprojects in distinct categories of municipalities
(large, small, mostly urban or mostly rural). The priorities have gener-

ally favored the social infrastructure category, and, to date, there has
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SUBPROJECT FINANCING
MUNICIPAL DEVELOPMENT INSTITUTIONS

EXHIBIT 3-5

RICRITIES OF.

IFAM {Costa Rica)

INFOM (Guatemala)

BANMA (Honduras)

IDM (Paraquay)

SENDU (Bolivia)

1971-1974 1975 137C-1974
Proposed
. . Naw b/ s:atedg/
. Priorities (4 classes releted Stated™
RA” /

SOCIAL INF RUCTURE Stated™ EffectiveS/ Rural Urban Statedt-)/ Sffective™ to impact on agriculture) scatedy (o order given}
Potable Water .7 1l 1 1l b 2 B x
Sewers, Drainage 10 2 1 2 6 B 8 x

l-latrine

2-seweys R
Electrification S 8 1 1 4 B 3 x
Street Paving, Lightina. 6 4 2,3 l-curbs 6 o] 7
Curbs 2-paving,

lighting

Markets 2 3 3 1 3 1 A 1 x
Slaughterhouses 2 1l 4 8 A 1 x
Bus Terminals Jl a 3 B 2 x
Schools (Primary, 8 4 4 6 7 B
Secondary) (Rural)
Health Posts 5 9 B
Refuse, Street 2 1 D x
Cleaning
Housing 1 3 .
varks, Playing 4 4
Fields
Road Equipment 6 2 8 D
Cosmunity or 9 3 4 7 D 9
Cultural Centers

a/ Stated in AID Capital Assistance Paper.

b/ Stated in Internal Document.

c/ Based on allocation of subloan funds.

In IFAM's case, allocation

of AID funds to December 1974, in 36 subloans.
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SOCIAL INFRASTRUCTURE
(continued)

SUBPROJECT FINANC:'iG PRIORITIES .OF
MUNICIPAL DEVELOPIIINT INSTITUTIONS

EXHIBI®' 3-5

IFAM (Costa Rica)

PR (Q:atenala)

BANAYY (Honduras)

IDM (Paragquay)

1971-1974

1975

19" )-1974

Proposed
New

Pziorities‘l

StatedE/

EffectiveS/

Rural

Urban

Statedg/.. EffectiveS/

stateay

{4 classes related

to impact on agriculture)

Statedg/

| sennu (Bolivia)
|

Stntedﬂl

(No order given)

Theaters

3

8

City Halls

Cemeteries

Other

1

ADMINISTRATIVE, OR
NON-FHZSICAL

Cadastral surveys, tax
projects, administra-
tive analysis

Feasibility Studies

2lanning Studies

Of fice Equiprent

ECONONMIC INFRASTRUCTURE

Land, land preparation

Feeder Poads, Bridges

10

Irdustrial Sexvices:
_water
Sewer
Electrification
Transportation
Access

Irrigation

Pipeaiod winy




EXHIBIT -5

SUBPROJECT FINANCIR : PRIORITIES OF
MUNICIPAL DEVELOPNME T INSTITUTIGNS

ve

IFAM (Costa Rica)

INFOY. (Gu .temala) BANAMA (EBonduras) 106 (Paraguay) SENLU (Bolivia
1971-1974 1975 197(=- 874
Proposed a
ECOROMIC INSRASTRUCTURE ort “z". b/ s el Stated—’l ted sentea
eontinued) riorities {4 classes relate
( ! Stat:edg/ Effectiveg/ Rural Uxrban Sta:edb/ Effectiveg/ ro impact on agriculture) S:atedy (No order given
Agriculture stozaée B
Agriculture Programs 1
Shopping Centexs (o]
Vocational Tralning
Tourisn Projects 4 D 6




been little conscious policy orientation toward public works which gener-

ate direct economic incentives.

Effective priorities in INFOM show that municipal markets, ranked
in policy as third, received the largest proportion of the Institute's
funds during the 1970-74 period studied. Markets also incidentally repre-
sented the largest number of projects, 136 out of 766 funded.l/ Sewers and
drainage, ranked second in stated policy, were sixth in terms of funds
actually loaned. Electrification, not included in the original policy,
was fourth in results. City halls, ranked seventh in stated policy, came

out third in practice.

IFAM gave a low priority to potable water in its policy, but ended
up loaning the largest proportion of its AIl' funds for such subprojects.
Street lighting, paving and .curbs, sewers and drainage all received higher
‘effective priority than planned. Feeder roads ranked ninth in funds allo-

cation, though they had first priority in the original ranking.

The gtated pr-inrifip.f: nf National ITrhan Navelnnment Sarvire 0f
Bolivia (SENDU) and the Institute of Municipal Development (IDM) of Para-

guay are weighted toward social infrastructure of the income-generating type.

The new credit policies recently developed by IFAM and BANMA reflect
gome of the changes occurring in municipal development concepts. Drawing
on the diagnostic surveys carried out during 1974, and reflecting more the
thought given tn more thorough overall municipal development strategy,
the two institutions have proposed to follow more differentiated and
refined credit policies. In this the institutions are eontributing to
the horizontal expansion of municipal activity, and either relating project
eligibility to an economic rationale or assigning pricrities to economic
infrastructure. IFAM has developed a rough typology of rural and urban
muﬂicipalities and defined differing priorities for groupings of sub-

proijects solicited by each type of town. BANMA has tied its policy to a

1/ See Annex B, Example B-2.
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categorization of municipalities according to their characteristics as
regional rural centers, and has ranked groups of subprojects according to
their expected impact on agricultural develooment, as follows:
First: Projects that directly improve the efficiency of the
production and distribution of agricultural products: markets,
slaughterhouses, access roads to areas of high agricultural

production, road maintenance and improvement, bridges, and
storage facilities for agricultural products.

Second: Projects that indirectly improve the efficiency of the
production and distribution cf agricultural products: potable
water systems, sewage, electrical energy, preparation of
4ndustrial sites, transport terminals, health centers, rural
schools. ‘

Third: Projects having marginal effects on agricultural pro-
ductivity: street paving, storm drainage, shopping -centers.

Other'Projects: Garbage collection, tax administration,
cemeteries, city halls, recreationall acilities, tourism projects,
technical and professional services.

Qmme of the linkages stated or imolied in the above aroupings of
projects may be debatable, and in different countries different groupings
may be more appropriate, Or & more suitable governing rationale will be
developed. But the new credit policies of BANMA and IFAM are significant
because they reflect the beginnings of improved strategy, more thorough
analysis of municipal needs, an implied expansion of the municipal role
in development, and an allocation of resources to the problem of develop-

ing local, especially rural, economies.

Readers of an earlier draft of this report commented that it is
risky to compare new policies to ongoing programs, or to assume that there
will be fewer gaps bestween stated and effective priorities in IFAM and
BANMA than in other and earlier credit operatiocns, just because they based
their policies on broader criteria and more thorough analysis. It is cer-

tainly true that without accompanying changes in management, monitoring,

1/ Capital Assistance Paper for BANMA, May 16, 1974, pp 45-46.
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and.other factnrs, improvements in policy will not necessarily translate
into better programs. Our focus in this part of the report is on improving
policy, on suggesting and illustrating some models for consideration in

the futurc, and we recognire the importance of operational reforms in

affecting program impact. Some operational issues are covered below.

3.3 Packages of Assistance

3.3.1 Integration and Planning of Assistance Packages

If we look back for a moment at the basic for having
municipal development institutions in the first place (page 39 onc of
the rationales is that they are multi-faceted institutions potcn.ially cap-
able of providing a coordinated mixture of services and assistance in the
solntion of municival problems. Clearly, if the separate agencies or insti-
tutions which work in various fields with municipal governments, like puk-
lic works ministries, clectric utilities, public administfation housing/
urban development agencies, and so forth, could accomplish the necessary

integration of assistance, there would be little need ifvr the MDI.

We have found, however, that the MDIs are falling short of this
basic objective in some degree. They have no* succeedcd notably in packag-
ing in an effective and efficient way the financial and technical assistance
which they prcvide. This aspect will require careful attention in the
future, espocially if more active and complex pr-grams are designed to be

realized by the MCIs.

In effect, it is necessary to break down the assistance into its
component parts and then put it back together again. Ve have prescnted
the subcategorization of process and project assistance, identifying the
first as a group of activities best delivered continuously and at slose
range, and the second as being intermittent and less sensitive to the

proximity factor.

The effectivenecs of technical assistance (like almost evervthing
else) depends to a great extent on the quality and comprehensivenrse of

dilagnosis of what is needed, and on the planning and sequence of events.
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In the past, the diagnosis has been carried out by individuals representing
different criteria and assumptions. The scheduling and sequence of advisory

visits and various professicnal inputs has been haphazard and uncoordinated.

One approach to this is to develop a general diagnostic scheme using
a combination of trained lecal persons and process specialists from the
MDI,

A vay of improving the scheduling and packaging problems is to devciop
a joint work plan involving the MDI (ineluding Tts various units), thu
municipality, and vhiativer other teclnical or regicnal agencies might v
involved in the content of the programn. The work plan would show short-
range and long-range tarjets and goals, and the sequence and interaction
of various elements of the assistance (project analysis. admiiistrative
reforms, engineering and design). The coordination of the work plan would
be the job of a process advisor, working with the technicians and local
officials. Once xeviewad ard apvreved by the HMDI (and where appropriate,
other aaencies), the work plan ~uid define the what, when, and how of the

technical assistance package, and provide a basis for evaluation of the

delivery system.

Tdeally, the assistauce rackage should be related to a longer-rangc,
gencral plan for the municipaliiy, and derived from that, a one-year plan
of investments, tax and adninistrative reforms, staffing and training.

The joint MDI/municipal work plan, and the technical assistance package it
requires, would bocome the mechanism for accomplishing the program targets,
both institutional and local, and a rational basis for making staffing,

budgeting, and other decisions in the MDI.

3.3.2 Implications of the Planned Package Approach

The mmiaipal deveiopment institutions will have to mcke somc
changes in ordar tc aprrrach thety misston in the way we've been discussing.
These may include chunges ‘n the way the organizations are managed, &truc-
tured, staffed, budgeted, cvaluated, and financed.

a. Technical management would have to he improved (See pages 52-55).
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C.

d.

f.

ge.

Rew forme of organizational structure may have to be crcated.
The typical medel is to have a unit for "fomento municipal" or
technical assistanco staffed with public adminlistration people,
and a project banking unit staffed with engineers and economists.
It may be necessary to split along different lines, perhaps one
section for process assistance (including the regicnal office
network) and another for project assistance. The process unit
would include the planning machinery and certain kinds of
general institutional assistance, while the project unit would
include the architects, lawyers, engineers, land use planners,
and other specialized personnel. Planning units should have
the evaluation role built in, and as the program develops, have
access to computer facilities for better data managemeit and
and analysis.

New staff may have to ke reeruited (or existing stoff given
special orientation and training) including persons trained
in the social sciences, in special training techniques, in
survey research, and in rural or industrial economics.

Administrative support systems (vehicle pools, general ser-
vices, per diem payments) may have to be reviewed to assure
that they are flexible and supportive of the new program

efforts, reflecting operational needs rather than dictating to and
limiting them, as so often occurs.

Accountability to program gocls and continuous evaluation of
results and obstacles will have to be tightened if a package
approach to municipal development is to be effective. Tke sub-
jective element in assessing program accomplishments will be
reduced in favor of measurement against targets and planned
changes at the municipal level.

Training requirements for cxisting MDI staff may inerecasc and
be altered in content clong with tne more comprehonsive cov-
cept of municipal develorment. Training may have to be more
task-oriented and interdisciplinary, providing exposure to
sociology, economics, and budgeting for field advisors, and
mzliing the engineers more conscious of the environmental and
social impact of their work. Training for the top executives
may be needed, teaching them how to integrate the various ele-
ments of their technical management role, and to keep up with
the increasing body of information or urban, rural and
regional development.

The training of muniecipal offieials will also take on a new
dimens®on, preparing them to accept more rational processes of
levelopment and administration and to manage them effectively,
nd requiring the application of useful manuals and modern
:raining techniques to impart information, develop skills, and
incourage application of both.
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h. Formal agreements with technical agencies and training agencies
may be necessary in order for the package approach to work
effectively.

i. It may be advisable to give the MDI sign-off authority over
earmarked p. ‘tions of the funds of technical agencies in order
to assure t. .t some part of these agencies' resources are
directed into priority areas as identified by the municipalities
and the MDIs (this is an approach being introduced this year in
Venezuela as an element of the national attack on urban slums
being coordinated by FUNDACOMUN) .

j. Municipal work plans, and by extension, MDI wcrk plans, will
become Lhe basis for more reliable budgeting of available
resourccs and there will also have to be mechanisms and proced-
ures for relating the local plans to regional and national
development priorities and programs.

k. PFinally, the MDI's will probably require new injections of
capital and operating funds. If a good program which shows
multiplier effects at the local level can be developed, fund-
raising should be easier than in the past, and it should be
possible to make more accurate and longer-range projections of
financial requirements. The planning process should also provide
a ratiAnal hacic FAr :n'ITr\r*::{-'inr: charad yocuvarnnac Ar c:\ar"i:.:'l c1tha
sidies to municipal governments, reducing the uncertainties and
inequities which are freguently built into such systems,

3.4 Municipal Autonomy

It is a long historical tradition, embodied in most Latin American
constitutions, that municipal governments are “autonomous," and with very
few exceptions officials who are working with or in local governments insist
that municipal autonomy must be respected. MDI officials will state (some-
times with a tone of regret), that they cannot force local governments to
accept assistance because of their autonomy, and local officials justify
their actions based on this holy principle, and when it is convenient,
reject assistance on the grounds that it represents interference with their

autonomy.,

The question of municipal autonomy deserves analysis because if the
local governments are brought into a more broadly-conceived partnership in
the development process, the definition of autonomy may have to be changed,

a new contract drawn up around its sacred altar.

90



We found that municipal autonomy has a very relative meaning from
one country to the next, and within countries can be evoked or ignored as
circumstances warrant. When a mayor doesn't want a central government
technician questioning his project pricrities, he leans on autonomy. When
an assembly of municipalities presents a petition to the President's repre
sentative demanding an increased share of national revenues, autonomy can
be conveniently forgotten or reformulated, because--after all--it is not
supposed to mean abandonment. As in most places in the world, the munici-
palities want central funds for their own use, with no conditions attached,
to be speﬁt "zutonomously." In many instances such demands are framed in
terms of receiving back what has been paid in through taxation, and to a

great extent this is a legitimate clain.

The reality is that the autonomy we've seen is an empty and ill-
defined idca, a kind of liberty wittout hread. Tt mav. in-fact, contribute

to a great extent to the problems and isolation of the municipalities.

What i rcquired is a new, "effective autonomy," in which the municipality
is endowegd with the visien, human and financial resources and economic
base to take its part in development and earn the respect (which it often
lacks) of local people and of national leaders and institutions. In order
to achieve this within a strategy of municipal development such as we are
discussing here, there may have to be a modification of the old concept,

a period during which municipalities, in return for packages of assistance
which will give them the tools and methods they need to be effectively
autonomous, will submit to more guidance and intervention, to having their
plans developed jointly with other levels of government and agencies, and
will be expected to accept and apply some basic changes in their internal

1
processes.—

1/ See the OAS article cited in Item 2 of the Annotated Bibliography, for
an argument for limiting "utopian concepts of autonomy."
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3.5 Remaining Knowledge Gaps

It somctimes scems that as our perceptions and insights sharpen,

they only scrve to define how ignorant we still arc. The analysis we have
conducted of the municipal development programs and institutions has raised
more questicns than we were expecting tc ask, and most of the answers lead
to more areas of inquiry and testing. k quick review of outstanding issues,
by no means all-inclusive, is presented below. Some of the topics may be
most effectively dealt with through direct action and experimentation in
each country, others by various kinds of studies, surveys, and by additional
review and analysis of existing documents and information. Some of these

items are:

a. Definition of the rolc of loecal government in more precise
terms within the hortzontal view; delineation of the
relationship of the municipality to the region, to the rural
population and its devclopment, and to intermediate and
national levels of government and agencies; cxamination of
the question of municipal autonomy and how it might be made
more effective and productive;

b. Means of assuring more representative local aduinistration,
more employment security and professional incentives for
municipal functionaries;

c. Refining rapid, comprehensive methods of data collection,
analysis, and simplified development plans for small and
intermediate cities and their hinte-lands;

d. Ezamining and testing the potential of various forms of
rural development service complexes and economic growth
opportunities for regional or subregional centers;

e. Better systems of classifying local governments, using
a variety of indicators and factors;

f. Developing criteria for designation of priority municipali-
ties, where problems are most severe, or potential for
development is high, or (ideally) both are true, and giving
this strategy political acceptar.ce or respectability;

g. Means of delivering packages of process and project assistance
to municipal governments through improved programming,
decentralization, and flexible administrative support
mechanisms;
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i.

Improvements in the evaluation of results, firding ways of
targeting the programs and assessing their impact, rather
than simply measuring the amount of activity, energy, cr
fuids expended; '

Improvements in the internal technical management of the MDIs,
including ccordination, annual plans and long-range projections,
performance evaluation, information flow, personnel management,
training and incentives.

Devising simplified progressive tax codes for local govern-
ments; and

Means of applying, or a broad scale, modern techniques and
theories of training for MDI executives and their staffs, as
well as for local functionaries.

This is a partial agenda for the future. It will require the involve-

ment of the municipal development institutions, associations cr leagues of

municipalities, research, academic and consulting organizations in the inter-

ested countries, and international assistance organizations and experts.

Local governments have been studied for years as administrative machines.

NOW 1S the tlme to understand thelir current status and potential role as

“development entc¢rprises,” the term used by Armando Arauz; Executive Chair-

man of IFAM.
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SECTION 4

The AID Record and Future Direction in Municipal Development

The objectives of rural development ... extend beyond
any particular sector. The central need is to improve
the productivity of the -rural poor and the quality of
their lives. For this purpose, it may be necessary

not only to help raise production directly, but also to
introduce mutually reinforcing programs of Letter nutri-
tion, preventive health, improved water supply, basic
sanitation, and practical education. Primary emphastis
in all cases has to be on developing Letter oryanization
within the areas covered, and improved administration of
rural areas as a whole.l/

4.1 General

This discussion rclies on examination of Latin America Bureau loan
papers, technicians' reports, studies prepared or sponsored by AID's Tech-
nical Assistance Bureau, and interviews with selected experts on municipal
development in the region, in addition to our field work.g/ Where we refer
to AID below, we are generally using it as shorthand for the Latin America

Bureau and Missions in that region, unless specified otherwise.

AID's support for municipal development institutions in the form of
loan obligations during the 1969-10874 period was slightly more than $18
million, distributed as shown in Exhibit 4-1. 1In addition, there has been
support in the form of grants for pre-project studies, special technical
assistance, and evaluations related to municipal development projects.
Previously, during the 1960s, AID provided assistance in local and urban
development in a widely varied and dispersed series of projects in public
administration, and made a $30 million loan to FUNDACOMil, primarily for
housing development. A loan for the "urban sector" in Colombia was
approved in 1971 for about $30 million, for a broad range of economic

development 2fforts through a multitude of national, regional,

1/ From a summary of the recently published World Bank book The Assault
on Rural Poverty (Baitimore and London, The Johns Hopkins University
Press, May 1975).

2/ See Annex C.
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Exhibit 4-1

AID LOANS TO
MUNICIPAL DEVELOPMENT INSTITUTIONS

1969 - 1974

Technical Assistance,

Country Disguiiggent 2:“2:2? izgzztgzie Training Training as Percent Co:gziiti:z/ TOTAL
© P of Total Project Tuiprme
1. Guatemala (INFOM) 1969 - 1972 $ 2,000,000 $ 100,0003/ 4.8 $ 2,100,000
2. *Costa Rica (IFAM) 1971 - 1974 3,000,000 35G,0C0 S 150,0009/ 13.8 $ 100,000 3,600,000
(022)
3. *Paraquay (IDM) 1971 - 1975 1,550,000 300,000 150,0009/ 22.5 2,000,000
4. *Beclivia (SENDU)Q/ 1973 - 1976 2,500,000 300,000 150,000% 15.0 50,000 3,020,000
5. Costa Rica (IFaM) 1974 - 1977 3, 000,0C0 175,000 225,000 11.7 3,400,000
(023)
6. **Honduras (BANMA) 1974 - 1977 3,500,000 400,000 150,0005/ 13.4 50,000 4,100,000
TOTALS . $15,550,000 $1,625,000 $ 825,000 $ 200,000 $18,200,000

Source: AID Capital Assistance Papers
* Founding Loan

** Reorganization Loan

a/

j-Supervising engineers - local firm.

B/SSOK for IFAM staff scholarships; $100K for in-country municipal tiaining.
E/$75K for foreigrn training; $75K to support municipal training.

g-/3233K in grants spent or planned 6ver period for TA, training, commoditles.

3/$SOK for foreign scliolarships for SENDU staff; $100K for in-country rmunicipal training.

£/$110K for municipal training; $25K BANMA staff short-term; $15K BANMA staff long-term.




departmental and lecal institutions. While it contains many of the ele-
ments discussed in our report, its scale and complexity place it in a special
class by itself.l/ Looking strictly at the MDI loans, then, we are discus-
sing a fairly recent and minor component of AID's assistance to Latin America

during the 1969-1975 period, which totalled $2.2 billion.

4.2 The Project Concept in AID's Support for MDIs

Like the auditors who have looked at: AID's MDI projects, we can find
little to ciriticize in the operation of the projects as they have evolved,
gpeaking principally of IFAM and INFOM. They have both made subloans within
the terms of their loan agreements and have lived up to most of the other
terms and conditions. Unlike auditors, however, we are applying broader
criteria, and we find that there is an evoluticnary pattern in the concept
and content of the MDI projects. We find that AID has, in its earlier
projects (the first four listed in Exhibit 4-1), accepted the limited, verti-
cal, town-centered view of municipal development held in the host eountries.
Project resources tend to reinforce the limitations of this view and of the
MDIs, rather than giving the collaborating countries the tools for moving
beyond the traditional toward a more comprehensive scope. The more recent
projects (the- loans to IFAM and BANMA approved during 1974) are more care-
fully conceived and provide a framework which mnay move the institutions
tovard the horizontal concept and more fundamental changes at the municipal

level.

Many of the positive elements and accomplishments of the municipal
development programs and institutions identified in Sections 1 and 2 are
the result of AID's involvement in the activity. Through AID influence,

the MDIs have placed increasing emphasis on cities and touns outside the

1/ For a statistical and policy analysis of AID's urban development involve-
ment, see Urban Growth and Development as a Component of Agency Policy
and Programs (Washington, D.C., Office of Urban Development, Bureau for
Technical Assistance, Agency for International Development, February
1973). Attachment B to Policy Determination No. 54 of that year,
"Guidance Statement on Urban Development."
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capital metropolis, having the effect of redistributing national revenucs
and development resources, increasing the awareness of the relationship of
local governmment to rural development, ad giving an opportunity for
municipal administrations to earry out often complex subprojects in a
responcible manncr, thereby demonstrating their potential for additional

contributions to national development.

In addition, AID resources have provided uscful training to MDI
technicians and selected local officials. In Costa Fica, AID funds facili-
tated the IFAM initiatives in special studiecs and diagnoses; and cencouraged
a more active program for the rural areas of the municipalities. In BANMA,
a broad instiutional reform and vedirected program was S5ec i motion. AID
set up improved standards for subloan analysis and adm:inistration, ard
means o assuring responsible banking and rollover of the capital which was
injected. The entire e«ercise has probably contributed tq the awakened
expectations of the local goveraments, and their requests for mcere resources

and more control over them.

In the carly projccts, the missing elements arc as intorest ing o3
the ones which were ‘included. There was little more than rhetorica: refer-
ence mode to decentralizavrion of governnent functions. The technical
assistonce compone nt of the louns did not provide fer oxpertisc in this
aspect; it was expected to happen indirectly through the subproject pro.cus.
The projects emphasi:ed hard rosources (moncy and technology) more than
soft resources (trainéd people, cffective inctitutions). Title IX was also
given due mention in the loan papers, but again, the conditions and inputs
to promcte more democracy at the village and town level were not built into
the design. These might have includ:d advisors on community-muri:ipal rela-
tions, requiring that subprojects be approved by the potential beneficiaries.
and requiring legislative and municipal system reforms of an appropriate

nature (which is commen to wan other kinds of AID proijects).

In effect, ohe ¥iI. -a Loon eneourged, ooen pushed (. uphas’ne
good Lanking and mw:.lcipal prefest rroduction at the cxpense of i Meofler,”

yet potentially wmrre lusting, insiitutional elements of the mrajeets.
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The matter of economic impact deserves special attention.
We £ind it curious that the Agency, which has been criticized for
being overly focused on economic growth in much of its program, gave
go little attention to this element in defining the kinds of subprojects
to be financed with AID funds. The project statements refer to
expected economic impacts of certain of the subprojects (principally
markets and slaughterhouses), but there were no economic advisors
built into the projects to make sure that this in fact happened. The
reguirements for approval of subprojects did not provide for the MDIs
to make projections of expected economic benefit as standard

procedure.

AID's loan preparation process places distinct limits on ade-
quate data collection, analysis and project definition before the capital
assistance paper is submitted for review. The concept and.content of
the projeci designs show the effects of the inadequate preparation in
the following ways: (a) vague goals and imprecise design; (b) over-
statements or misstatements of the projected impact of the project;

(c) failure to include appropriate, or sufficient, technical and
financial inputs necessary to achiéve stated objectives; (d) carryover
of project definition and imstitutional organization into the post-
approval or implementation phase, which delays disbursements; and

(e) when the activities and disbursements do begin to reach an accept-
able rate, subloan production overshadows other elcments such as
institutional deveclopment of the MDI, training, basic municipal system
reforms, and integration of the program with other kinds of development.

The projects thus fall short of AID's expectations.l/

The problem can be illustrated by a quick comparison of the pre-
paration and outcome of the first IFAM project, the design of the second
IFAM loan, and the design of the BANMA project. IFAM's first three years
were characterized by a year of getting organized, a "year of approvals"
and a "year of disbursements", covering the fixed three-year life of an
AID loan. During the process, subloan studies became more and more
restricted to purely subproject and banking questions, the institution'§ many

units became fragmented and uncoordinated, and impact at the local level was

1/ See the contrast between the INFOM projects' stated objectives and
our findings as summarized in Annex B, Example 5.

98



found to be very diffused in our initial evaluation there, ’nuxjng the thivd
‘year the Mission took steps to corrcct these problems,; arrangiay for technical
assistance in community studies, institutional planning, ercouraging an
assessment of training needs, and then began to build tlie basis for a well-
designed second loan for "rural municipal development." The process was
taking form and needed about six months' more activity and analysis to pro-
duce a coherent project, when the word came from Washington that the capital
assistance paper had to be presented in May 1974. After a crash effort, in

which IFAM itself had an outside role, the paper was prepared. While the

general outlines of a good project were there, it was not collaborative,

nor was it based on complete data and logical programming.

The BANMA loan is a useful contrast. Nearly two years werc well used
to assemble a broad range of data, carry out the nccessary reorganization of
BANMA itself, develop a strategy of emphasis on regional and subregional
centers as supporters of agricultural production, and carefully draw up the
amounts and kinds of inputs necessary in the loan package. It was rcady
to begin work on all aspects once the loan was authorized. In our view,
it's the best lcan péper we've read on municipal development, and should be
made available on a broad basis to people in the field. We attribute its
superiority in some measure to the pre-loan time and money which was
spent. We understand that a recent AID audit report criticized the design
as well as the execution of the BANMA proiject (a bit early for the latter
judgement, in our opinion). But our statement still stands: relative to
the other MDI projects, the BANMA design represents a major improvement over
previous efforts, and is a solid step toward integrating such projects with

rural development goals.

4.3 The Design Problem

As we stated in Section 2, we believe that municipal development
projects potentially have a productive, even major, role to play in advanc-
ing AID's rural development mandate, if they are carefully designed. By
this we mean that the specific conditions of each country, its various

regions, its local conditiocns, its municipal system, its degree of openness
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to more complex decentralized approaches to development and capacity to
carry them out, must be understood before the {irst project identification

statement is sent to Washington.

This may require some exploratory studies, some grant support for
general diagnostic efforts along the lines proposed in Sections 3 and 5.
The purpose will be to understand the situation in terms of rural-urban
dynamics, to take a first cut at understanding the magnitude and nature of
the problem. We are not in a position to make specific suggestions to AID
on how such preliminary studies should be set up, processed, financed, and
evaluated, since time did not permit enough research within AID on how these
matters are now routinely handled. We can only assert our conviction that
such efforts would yield results in terms of better designed, more inte-
grated projects with a greater multiplier effect on local yovernment. They
should also contribute to better evaluability than we have encountered in
our work on this study, a better focus on what is to be accomplished, more

quantified targets and fewer rhetorical, unsupported claims. -

4.4 The Inputs Problem

Lacking adequate design, AID's MDI projects have apparently been
funded in a somewhat artitrary fashion, particularly in texrms of the bal-
ance between capital for project subloans on the one hand and funds for
technical assistance to the MDIs, training of MDI personnel and municipal
officials, on the other. The table in Exhibit 4-1 shows that 13.5 percent
of total regional MDI support for the 1969-74 period has been allocated
for technical assistance, training, and equipment. Perhaps this is typical
of the balance within AID loans--we have no data on this--but cur judgement
is that this is a lew ratio of institutional development to capital invest-
ment, ¢iven the magnitude and complexity of institutional problems inherent
in this kind of project. This gets to basic purposes, whether the funda-
mental cbjective is to pile up bricks and mortar, or whether it is to
"strengthen the capacity of municipal government to contribute to national
development," as so often stated. The gap between loan project statements

and the actual outcomes (illustrated by our findings on INFOM) is certainly
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traceable to the anount and mix of inputs applied to reach the stated

object ives.,

Wo recogqnize the many factors which may int luence these tigures
and ratios. 11 Joco?, rathar chan fereiqu, technical assistance and train-
ing is to be primarily used, dollar costs will be low. If either technical
assistance or trainirg is to be chanrclled through institutions other than
the MDI (the casz of using grant funds in Guatemala for INAD to do .v.icipal
training}, then the figures in the lecan may be misleading. If pre-loan,
grant-funded assistance has been used to deal with institutional gquestions,
then a low figures may appear in the loan on the assumption that the
investment has been made. Institutional components may be funded partly

through the recipient country's counterpart input.

On this topic, various arguments can be advanced. We would arague
that an international input is important in order to transfer new ideas and
expericnces from Levond the confines of national experisnce. We found in
Guatemala that channeiing grant funds through INAD resulted in a frag-

mented c¢ffort, It is prebebly bettcr to ¢ vy
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institution primarily accocuntable for municipal development, and then
arrange for them to contract to specialized agencies to carry out the func-
tions where they cxist and duplication is to be avoided. We have supported
pre-loan assistancc, but do not accept the proposition that this is a sub-
stitute for applied expertise during the life of the project. Advice will
be required as the partially hypothetical plans become real daily problems,

and as new requircnents for expertise are identified.
Other aspects of the input problem are discussed below.

4.5 The Informaticn Problem

There are really two information problems. One is the in-country
information struggle, and the other is the lack of technical information
for USAID and MDI practitioners. Ever since the international development
process began, people have been complaining about the lack of complete
reliable data and information in the developing countries. At the same time
it is remarkable how recently aid donors have begun to assist with

surveys and help with information systems. As we've emphasized here, the
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MDIg necd information and mechanisms for gathering and applying it. They
need it assembled by municipolity, not by region, prcvince, or altitude,
yet only one of AID's MDI projects to date (IFAM~-with a USAID Mission initiative)

has provided for assistance in doing surveys, and in setting up a data bank

and a planning unit to use it.

The other general problem is the need for existing technical information,
(including state-of-the-art reviews, special studies, task force reports, and
other useful materials) on the part of development officers in USAID
missions and the executives and technicians of the institutions supported
by AID. During our study we often found that the most useful docu-
ments (among them the noted ones in Annex A) were in extremely short supply.
Yet they are precisely what ;s needed (and requested) by field technicians
to use to answer specific problems, to provide a basis of comparison and
knowledge for evaluating municipal development performance, and as resources
for training. Of course, it hardly needs to be said that the documents will
be most useful if they are in Spanish so that they might be widely distrib-
uLed in Lhe countries. Trausiatiun and Gisiribuiion SHUULG Liclule papcid,
studies, and bibliographies produced outside AID by OAS technicians,; by
research and consulting organizations, and other entities involved in the
fields of municipal, urban, and regional development. Selection and syn-
thesis will be necessary, and perhaps seminars could be held to reviev new
knowledge and compare experiences. This is not to suggest that USAID project
moritors need become experts themselves, but they need more knowledge than
they have now in order to guide the MDIs to better information and technical

resources.

4.6 The Training Problem

Municipal development institution executives have not, to our know-
ledge, been identified as trainees under AID projects, yet we found that
there is a need to develop their capacity to plan and manage municipal
development programs. Given the many pressures and duties of these execu-~
tives, it may be necessary to develop special short courses in program

design and evaluation, financial planning and management, and to create
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materials, perhaps in the form of case studies, which illustrate plaaning
and management problems drawn from the Latin American experience in munici-

pal development.

MDI staff training has emphasized courses and observation trips in
third countries, as well as a limitcd amount of Stateside training. We
agree with the importance of the third country visits, finding that they
may have an unexpected benefit. In addition to the usual purpose of hav-
ing MD1 personnel learn from the more advanced countries, such as Brazil
and Vonezuela, the visitors often find that scme of their own approaches,
or aspects of their own municipal systems, are, in fact, better than they
may have thought, and find the visit to another supposedly more advanced

country gives them new inspiration to improve what they have.

The second IFAM loan package includes an important ccncept which
might be usefully replicated elsewhere: developing the cdpacity in the
recipient country's institutions of higher education to provide special
courses for development practitioners, including interdisciplinary
approachas not normally found in Latin Anerican universitlies or tecinical
schools. The elements of this approach include a joint USAID/MDI faculty
group to identify and prepare the courses, and funding foreign (including

U.S.) faculty to do 11 or some of the teaching in-country.

As in all projects, the training mentioned above (as well as observa-
tion, coursc, or degree training in the United States) should be carexully
designed as one of the last steps in the project design exercise, once the
municipal needs, development strategies, and manpower requirements have
been defined. Too often, a training fund is set up and then actiQities are
planned for how to utilize the funds., This can result in gaps in content

anéd in approaches'being left unexplored.

a.7 The Evaluation Problem

Evaluation of the MDIs has been difficult due to the factors we have
been discussing: lack of firm objectives, lack of "before-and-after" data,
the variety of views of what municipal development is to accomplish in terms

of national development, and the paucity of thinking to date about indicators.
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Oon tha subproject level we have not found pro-project estimates of
project. benefits (against which to compare outcomes), or explicit state-
monts of the expected results from technical assistance and training

activities.

Better project and subproject design should yield improvements
in the "evaluability" of municipal develcpment efforts, and AID has already
begun to provide assistance along these lines, at least for IFAM. In our opinion,
the emphasis should be on internalizing evaluation. This means going beyond
design and identification of indicators to helping set up the institutional,
procedural and methodological tools for doing and using evaluation within

the MDIs, and eventually extending the system to the municipal level.

Once evaluation, and the application of evaluation, has become rou-
Line within the MDIs, external reviews should become occasions for discussing
major issues of impact, relationships with other agencies.in the development
effort, basic reforms needed, new areas requiring training, capital or
technical assistance, and the like. As part of assistance in evaluation,
emphasis should be placed on imprcving management information, especially
on financial, as well as program matters, and on instructing MDI managers

in the usc of such systems in quarterly or monthly reviews.

4.8 The Knowledge Gap Problem: General and Within AID

Al should be prepared to devote additional resources for action and
study to rcduce tle knowledge gaps identified in Sub -section 3.5 (pages 92-93).
such resources might include support for new studies on special projects,
as well as distribution ard translation of existing materials which bear
on municipal development, rural-urban interaction, regional and local plan-
ning, and so on. Ferhaps the grant mechanism is the more flexible, appro-
priate tool for supporting efforts at refining new programming approaches,
applying them in regions or whole countries, strengthcaing technical manage-

ment and finding better methods cf training.

A further observation, not based on broad study, is that within the
Agency there appears to be a need to improve the mechanisms for transfer-

ring new knowledge and insights from Bureaus of Technicul Assistance and
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Program and Policy Coordination to the regional bureaus and missions which
evaluate and make funding decisions on projects. It appears that there is
considerable lag from he time a study which offers useful improvements in
AID's programming and concepts is presented and the time it is processed
through policy channels as practical guidance to the line units of AID.
This is probably more true for matters such as municipal development, which
create a number of semantic and conceptual problems involving a number of
disciplines and sub-units within the Agency and its bureaus. This particu-
lar field of development involves the public administration people, the
community development people, the urban and regional developers, the rural
developers, the institutional, social, and political analysts, as well as
the/lawyers and engineers, to make the machinery function. Municipal
dev;lopment is potentially a mechanism for organizing and extending a
variety of development activities, for promotina many of the goals embodied
in AID's legislaticn. The challenge now is to figure out Qho has the

action on follow-up within the overlapping structure of AID itself, given
tho mammunisatian prohlome in Wachingéon and hatween tho mieccinne and
Washington. This matter is beyond the scope of our study, but we feel
that it deserves rencwed attention, and therefore mention in this

report.'

4.9 Suggestions for AID Support for Municipal Development Programs

Pulling together the findings on impact at the local level, the per=
formance of the municipal development institutions, and the trends in the
AID involvement, a list of suggestions can be drawn up for the Agency. The
emphasis here is on the process and institutional side of the program for
'the usual reason: if the capital and techniéal resources are not well tar-
geted and coordinated, they will be limited in impact (in tems of the lony
term, as well as in scope) at best, and possibly wasted. The relative
emphasis of AID involvement among the various items noted below will vary
from one country to the next, depending on the country's own human and
jinstitutional capacity, its political orientation and realities, and the
USAID Mission's staff capability. Assistance and/or influence of AID could

be usefully applied to some degree in the following:
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£.

Establishing data banks through surveys of socio-economic
conditions and administrative capacity in the municipali-
ties, compiling descriptive and indicative information for
diagnosis. Such assistance might include advice on setting

up simple data processing systems, both manual and electronic.

Defining roles, goals and linkages on various dimensions

and levels (rural/urban, local/regional, eccromic/administrative).

Research and special studies--in addition to providing funds,
helping to:

identify needs (for research cn basic reforms or
for special studies);

define the uses and users of studies, and their
content;

utilize outside experts (defining their scope of
work, sources of experts, selection and negotiation,

monitoring, and termination); and

implement the study results.

rrogram piarning, building in evaiuarion measures ana mechan-
i8mg, so that outside assessments can focus on internally
generated findings on resuits, and on strategy, policy and
resource issues.

Developing credit policies as a tool of a broad program,
dealing with such elements as:

types and mix of subprojects,

eligibility of various categories of municipalities
for different project types,

varying terms for varying conditions, and

other banking and leveraging techniques,

Financial planning and management, including:

program budgeting and forecasting, and

financial and budget reporting as a management
and monitoring device.
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g. Plaming training activities and identifying altemmative
sources and methods (for managers as well as technicians
and local officials) to fit program goals, with emphasis on
developing skills in both process and project functions.

h. Organizational structures and administrative support systems,
such as:

@ process and organizational advice in setting up
and operating planning units and regionalization
schemes, and

o reviews of the responsiveness and efficiency of
administrative support systems and eguipmant.

i. Identifying, translating and distributing useful information
and technical material on the above.

j. Support for international conferences and seminars among MDI
personnel, preferably built around specific common technical
or program problems. :

Finally, there are two general caveats:

K. Al 890ula Try To avoid COMPGYTTENTALTIZING L1S USSTsia-.cv
within ai MDI' (such as in the External Loans Division of INIOM),
but should seek to have its project inputs delivered in such
a way that they affect the processes cf the entire institution;
and

1. Aid should support municipal developmient programs through cne
major institutiorn, rather than dispersing its resources to
several, as was done in Guatemala. The MDI might be encour-
aged to draw on other specialized institutions, using AID
fur.ds for contracted studies, training, or other program com-
ponents, but within an agreed, consistent program structure
and set of objectives under the MDI.

4.10 BApplication of this Report

If, on examination and discussion of this report, AID linds that it
offers useful criticism and possible new programming directions, the
Agency will encounter the problem of how it might be applied in proiects
now under way, and in improving the design of those MDI loan proposals

which are now being prepared in Panama and Nicaragua.

.We do not know to what extent on-going loan projects can be modified

in scope or emphasis, new resources added or existing ones re-programmed,
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or mpecial grant projects channeled for studies or assistance of the
nature we have suggested. We believe that these questions deserve
examination in order to increase the impact of existing projects,
especially in two areas: integration with national development,

and increasing the institutional capacity of the MDIs and the local

governments.

where new institutions are being created with AID's assistance,
as in Panama and Nicaragua, the Agency should consider whether bureau-
cratic or political imperatives can be kept at arm's length so that
the design phase can be extended in scope and time to permit a
thorough analysis of l>cal problems and detailed elaboration of preoject
objectives, policies and inpute. Cur study shows that especially
in the case of new institutions, this will result in improvements in
the impact of the investment and will take advantage of the evolving

urderstanding of the role of local government in development.
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SECTION 5

A Tentative Model of lLogical Programming

for Municipal Development

5.1 Rationale and Assumptions

This study rcpresents two years of intermittent work, during which
we not only evaluated four MDIs, but worked as advisors to carry out our recom-
mendations to one instituvion, IFAM. In the initial study in Costa Rica in
1973, and in the collaborative work with IFAM during 1974, a systematic
approach began to take form, a logical progression of planning elements
which were necessary in oxder to cover all of the substantive matters
and the complex interrelationships inherent in developing effective
municipal development programs. Until we started the comparative phase of
our work, beginning with the trip to Guatemala in 1974 (Ncvember-December),
and the subsequent observation trips to the Dominican Rébublic in early 1975,
w2 couldn't determine whether the concepts and programming process being

developed and tested in Costa Rica had utility elsewhere.
The comparative experience yielded the following:

® The other MDIs had similar problems of
programming, from one end of the cycle to
the other;

® The sequence and content of programming being
explored in Costa Rirca had potential for appli-
cation in the other countries;

® MDI officials and USAID personnel in all countries
made contributions to the concepts; and

® The practitioners encouraged us to continue
with development of a general model)., recog-
nizing that it would be subject to varying
interpretaticns and adaptations in each country.
We therefore decided to further develop the model as far as possible
within the styict time limitations of the study, and to present it as an

integral part of this report.
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We have pointed out in previous soctions that new concopts of
municipal development are still ovolving. There are traditional attitudes
about local government which are strongly held and which present obstacles
to radical change. The same may be said about approaches to, and tech-
nigues of, program development, implementation and evaluation. In some
xrespects this study and model confront the root questions about what
municipal development is and could be, challenge the customary ways of
iunning development programs and institutions in Latin America, and open
up debates about specific techniques and their applicability. In other
respects, we have taken the position (which may be a leap of faith) that
in setting up the municipal development institutions, the founders intended
something more organic and long-lasting than equipping each municipality
with a potable water system. BAnd further, we operate from the principle
that nost developnent programs have as an objective changing outmoded atti-

tudes, ideas and behavior.
The approach set forth below, ther, assumes that:

a. There is a sincere commitment, in the countries having or
establishing MDIs, to the principle that the general goal
of municipal development is to improve the capacity and
performance of local governments to affect and improve the
socioeconomic conditions in their jurisdictions;

"b. Agreement can be reached on objectives and methods of devalop-
ment among the local and national institutions in the
municipal system, with the assistance of more and better
information;

c. A well-prepared municipal development strategy and program
can demand and command both domestic and international
resources in support of its efforts more justifiably than
one which is based on uninformed judgements and abstractions,
is insufficiently targeted and integrated, and the impact of
which is dirficult to identify.

It is, therefore, in the interests of the MDIs and their supporters
in AID and elsewhere to work toward a programming concept based on the

following propositions:

d. Municipal development institutions and their programs
are best judged by the extent to which they produce

110


http:establishi.ng

results and changes at tThe 1local 1Ctved, Lalivi waian vy
merely assessing the activity and efficiency of the insti-
tutions themselves.

e. Results and changes cannot be assessed fairly except in
relaticn to

e the status quo ante, or baseline conditions,
and

® the firm, defined goals of the program.

£. The MDIs should therefore be programmed in terms of a body

of knowledge about the kind and scep2 of problems at the
local level, and a clear vision of how, where, and when
they will be resolved.

We have labelled this a "tentative™ model. We are not, however,
tentative about our counviction that such a model is needed, based on what
we've experienced. But thé details of it are only roughly developed, and
are presented here in order to put sone flesh on the skeleton. Improve-
ments and elaborations will, to scme extent, depend on filling the know-
lfeage gaps L1Stea 1n »UDSeCTlon 3.5. HPEClallsts 11 tne tecanlcal 11e1as
which the model covers will make contributions to the concept and to its
application.. and, of course, it will underxgo modification and refinement
as it is attempted in the countries, as it already has in Costa Rica. The
term used there by an IFAM managel was "sociological reduction," referring

to the cultural forces which always intervene.

Logical prograwning is a way of bringing scme order inte the com-
plexities of municipal develcpment which we've analvzed, and tries to
affect all of thcm to come degree. The following rages provide discus-
sion of the general scheme of the process, and some of the details have
been filled in or indicated. There are four basic steps, common to most
development programming: (1) diagnosis, (2) policy definition, (3) specific
planning, and (4) implementation, evaluation, .nd reprogramming. We have
provided araphics to illustrate the process, including the names of some
hypothetical municipalities. Under each step is defined (a) the output

and 1ts use, (b) the content of the work, (c) the method of implementation,
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(d) a rough estimate of time requirements in a small country, and (e)

technical considerations.

5.2 STEP ONE: Local Data and Diagnosis

a. Output and Use:

There are two data collection outputs in the first step. One
is descriptive data based on a number of aspects of development status
and capacity for use by the municipality and the MDI as baseline informa-
tion for planning decisions, and in problem and project analysis. The
other is a compilation of indicators of development conditions and munici-
pal capacity to affect them, which will serve principally the MDI as a

shorthand diagnostic tool and as a basis for ranking municipalities.
b. Content of Work:

Using a standard, limited checklist of indicators (along the
lines of those shown in Exhibit 5-1 under "Key Indicators"), local and
MDI officials develop a profile of the municipality's capacity (administra-
tive, financial, civic consciousness and activity, project activity) and
of its development status (socioeconomic conditions, physical and natural

1/

resource attributes, demographic characteristics, and projects)

Begirning at the same time, but on a larger scale and extending
over a longer priod, work begins on developing a complete descriptive
data base on a longer standard list of items, perhaps as many as 20-40
items under each subheading of capacity and development status. At this
stage, the data is primarily for use at the municipal level, but the MDI

advises and assists in its compilation.
e. Method of Implementation

We would urge that local people be the principal workers,

avsisted, trained and advised by the MDI or by a survey/planning contractor

1/ Note that project activity is a subcategory of information which is
presented as an indicator of both development status and of capacity.
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deployed under the MDI's supervision. Ideally, the data collection would
be done by a municipal employee, perhaps a local youth, a college or
even a high-school graduate, who will remain involved, perhaps becoming
the municipal planning officer. It will also be important to involve the
municipal councilmen and other local leaders, in order to orient them to
the process and its purposes. In assembling the indicative information,
the MDIs should have a direct involvement, since there may be a need to
make judgements, or draw on informatior not available locally. Some of
the data msy be gathered from secondary sources such as the census, agri-
culture statistics, or other agencies' records, while the rest will

require observation or rapid surveys in the municipality.

The data base collection will similarly use secondary data to the
extent that it exists, is reliable and current, but will also probably
involve surveys carried out either by a survey organizapion'or local

people under direct MDI supervision.
d. Elapsed Time:

These estimates are, of course, guesswork, and will vary
according to the number of municipalities in each country, the number and
skills of people assigned. and so on. In a country such as Costa Rica or
the Dominican Republic, one could estimate a week or less in each munici-
pality to assemble the indicator data, and perhaps four to six weeks of
effort to prepare the descriptive data base. One might therefore allow three
months to assemble the indicators nationally, and nine months, or so, to gather
the more detailed descriptive data in all of the municipalities. Before the

work starts it might be necessary to spend a week or two training surveyors.

e. Technical Consideraticns;

This phase of the work is basic to the whole model, and must
therefore be carefully designed. The checklists should, of course, be
suited to country ~onditions, drawn up by persons knowledgeable about
municipal conditions, and who understand the purpose of the effort. Care
should be taken, as we noted in Subsection 3,2, that time is not spent

¢nllecting data which is "interesting" but not useful for the planning
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process. The design of the data collection should, tc the extent possi-
Lle, include thinking ahead to the processing and analysis phases. Train-
ing surveyors is important, so that data is accurate, complete and com-
parable. The emphasis should be on getting some information wunder all
headinas in each municipality, even if it is imperfect, rather than
gathering informaticon in great vrecision and depth in some categorics

and places and not in others. Data collection should include the rural

as well as urban areas of the municipalitv, and, vhere possible, the
informaticn should be identified as representing the rural or urban condi-

tions, as well as being totalled for the municipality overall.

The art of profiling community conditions has advanced in recent
years, and includes using indicators, impecfect secondary sources, and
such surveyina shortcuts as aerial photography. A number of social
scientiscs and Jevelopment planners have preduced usefu} guides to this

work. One guide to "macro-social accounting" is cited along with others

. 1

in the Lasscn papor.—/

5.3 STEP Tw(: aggrccaticn, Comparieon and Cateqovyzation
a. ctput oord Uce:

The product ot this step is a catcgorization and ranking (using
the indicators) of municipalities based on a wider range ot factors than
the usual one of population. It is a move toward establishing a national
urban system, a rural/urban typology as the basis for strategic program
decisions. The agagregation of the more extensive descriptive data will
form a complecc data bank for baseline purposes and specific subproject

analysis, activity plans, and special studies.
b. Content of Work:

Aggregation involves collecting the indicator data, and assembl-
ing it by municipality, by region or province, and by subject, permitting

various kinds of analysis.

1/ See Annotated Bibliography, Item 11.
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Comparison of the municipalities will be the basis for the cate-
gorization process and ranking within categories. The work will be a
combination of compilation, cross-referencing, and summarizing the data,
followed by analysis and decisions by the senior officers of the MDI,

drawing on outside advisors as necessary.
e. Method of Implementation:

The indicators and descriptive data will be fed in by the
municipalities through MDI or contractor personnel. The MDI planning
staff will compile, cross-index, and store it. Since this body of informa-
tion will be dynaric, updated regularly, it should be in looseleaf binders,
manual card sorting stacks, or, if feasible, in a more elaborate (elec-

tronic) storage and processing system.

Once that data is available in various formats, and summarized
fox easy use, the planning staff, technicians of the MDi and the MDI
executive will have to reach preliminary decisions on the comparisons,
Fatpanrization and ranking. Refare final decisions can be reached. it
will probably be necessary to confer with the national planning agency and
other institutions involved in urban and rural development (some of this

consultation should have taken place before the process began, of course}.
d. Elapsed Time:

One might reasonably expect that a three- or five-person plan-
niné staff could assemble and summarize the indicator data, and the
senior staff review and reach preliminary technical decisions on it in
two or three months. The final decision process is, of course, unpredict-
able, since it presumably will involve interagency consultations, and

probably some degree of presidential review.
e. Technical Considerations:

_Comparison involves a considerable element of decision and
~ judgement. In order to achieve ranking there will have to be a set of
standards or criteria defining the various cetegories, and giving weight

to the indicators. This element of the work is extremely important (if
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only because of its potential for raiéing political controversy), but

we are not attempting to prescribe a formula for establishing the cate-
gories and weighting. This is very much a country-by-country problem,

and should be handled on that basis. Again, there is ample experience

and literature to draw upon, altlhiough as yet we know of no convenient
international standards to which one might refer. Even if there were such
standards, the rankings would ultimately have to be derived from the rela-
tive status of the municipalities in tﬁe country where the work is being

done.

The categorization we have shown in Exhibit 5-2 shows four group-
ings: National Urban Centers, including the capital, cities of national
economic importance, such as port cities or manufacturing centers other
than the capital; Regional Centers, which may or may not be state or
provincial capitals;' Subreyional or Rural Centers, which provide a speci-
fied range of services beyond their own borders, but short of having
regional influence; and, finally, what might be called Rural Satellites,
-illage hcadguarters cf rurzl municipalitics, serxving mainly their oun
people and forming part of the influence area of larger piaces. These
categories are suggestive, and we have purposefully avoided attacihing
population ranges to them, or prescribing other descriptors. We know
that these matters will be worked out in each country, hopefully using
the data which emerges, and applying common sense as well as some

arbitrary judgements.

5.4 STEP THREE: Application for Program Planning

a. Output and Use:

The product of this step, which takes place partly at the MDI
and partly back at the local level, is an institutional plan for the MDI
(and related budget), which contains the targets and activities for the
program year, as well as a longer-range plan including financial projec-
tions and system reforms which will be undertaken. Similar local plans
will be developed for selected municipalities. These institutional and

local plans will guide municipal development activities, establish an

1
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objective basis for monitoring and evaluation, and be used as the basis

for funding.
b. Content of Work:

The work will begin with an extension of the decision process
in Step Two, based con the data compiled in Step One. The patterm and
scope of needs in the various categories of development and municipal
capacity will be revicwed, desired impact defined, and a rough estimate
of available resources made. Priority target categories of municipalities
will be identified. The strategy will be coordinated with national develop-
ment goals, spatial objectives, and the plans of othcr agencies. A first-
year target group ¢f municipalitics will be selected and local plans
developed with them. Based on the local plans (and perhaps some estimate
of what will be required to sexrvice existing commitments) the MDI will

draw up its institutional plan. See Exhibit 5-3 on the next page.
e. Method of Implementation

'ne MDL executive, Or nis deputy tor program plannindg and
management, will have to be actively involved in this step, since it will
involve technical, political, budgetary and interagency questions. This
is where many of the strategic choices discussed in Section 3 will come
up. With the staff support of the planning unit, involvement of the
technical directors, and in coordination with the netional planning
agency, there will have te be decisions regarding priorities, resources,

and potential impact.

Once the broad decisions have been made, and the tarage: croup of
municipalities selected (perhaps 20 out of 100, for example), then local
planning begins. MDI technicians return to the selected communities to
carry out a joint exercise with the municipality, refining the diagnosis,
setting priorities, contracting other involved agencies, and developing

a joint work plan of the sort described in Subsection 3.3.

The local plans are then delivered to the MDI, and are the basis

for allocating the resources of the various units, determining staff
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needs, capital requirements, assistance packages, credit policies, train-
ing needs (for MDI staff as well as municipal functionaries), and adminis-
trative and financial support requirements (sce Subsection 3.2). The
institutional plan is developed in terms of the timina and activities
established at the local level, though the MDI technicians working with
the local planners will have checked the commitments with the MDI before
making them final (so as to avoid making commitments beyond the capacity
of the MDIl). Local planning may also include the contracting group used
in data collection if the MDI field staff is too limited and the con-

tractors nave the capability to assist.

The long-rangc elements of the MDI plan are draﬁn from the broad
analysis of municipal needs and the general data base, providing a picture
of what resource:s and system reforms will be required to reach a desired

level of municirsl capacity and improvement of socioeccnomic cenditions.
d. Elapsed Time:

Again, the decision-making procous is Aifficult to predict, but
hopefully that could be worked thirough in one cr two months. Local plans,
on the scale envisioned (see below), could be developed in selected munici-
palities in two to three months. Institutional plannirg (the annual plan
and budget) might take two months, overlapping in some degree with local
planning. The long-range element of the MDI program can be developed at a

morce leisurcly pace.
e. Considerations:

Implicit in this approach is the assumption that the MDIs can-
not cxpect to assist all municipalities equally--there will be sone which
merit more attention because of the ceverity of their problems, others

because of their existing, or potential, importance.

Our diagram shows priority for Regional Centers and Subregional
or Rurual Centers. This is partly illustrative, but also because we would
expect, based on our experience, that these are the two categories where

MDI resources can probably best be applied in most countries. One finds
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that the National Urban Centers are qgencrally assisted by national and
regioenal agencies, and require solutions beyond the financial and human
resources of most MDIs. The Rural Satecllite Towns will require assis-
tance, but, again, resource limitations will restrict most MDIs' abilities
to reach such places, and the payoffs may be limited. Alternatiwve
strategies fcr such places- include:

a. Glving national technical agencies the job of installing
basic social infrastructure in the rural satellites;

b. Developing intermunicipal solutions for specific chjectives,
(such as electrification) which has been proposed but not
yet widely implemented in Guatemala, the Dominican Republic
and Costa Rica; or

c¢. Consolidating such municipalities into special subregional
units. While this may be the most logical solution, it is,
lik= the intermunicipal approach, politically difficult to
achieve--the trend is the reverse, to multiply the number of
local governments.

Once the gencral strateav and policv choices have heen made. the
focus returns *o the local level, using the diagnosis developed in the
first. steps to create plans and project priorities in each field (physical
development, finance, administration, civic consciousness, etc.) seeking
ways of solving the development problems and improving the capacity of

local government to implement the solutions along, or jointly, with the

MDI, other national! agencies, or regional entities.

In using the term "local planning” we run a risk of being misunder-

stocd. Relow is our concept of the term.
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EXHIBIT 5-4

TERMINOLOGY:  lLmocal Planning

As used in this report, local planning is a breader--and, initi-
ally, morc simple activity--than the kind of urban plarning usually
practiced in Latir Awmcrica which emphasize:: land usce and zoning
(plaice vogulalercs). our idea is probably clcser in concept to the
"simple guide plans” mentioned in the recent Rivkin/Carson repert for
AID (¢ce nnnoiated Bibliography, Item 3}. Drawing on a diagnosis and
profile of developrent and municipal capacity, the MDPI and the munici-
pality prepare annual and longer-range investment and municipal
reform plans. This may precede "he mere formal, technical urban plan-
ning where that is appropriate, but it is important, initially, that
it can be leared and applied v local officials under MDI guidance
as a first step toward program budgeting and prcoject identification
in municipealitics whichi cannot atforé or suprort a full-scrle effort.
Our concept also goes beyond plan prcduction and assumes joint MDI--
municipal work plans, impleme.:!ation, monitoring and evluation for
plan revisicn.

Local plans should show what is to be done, by whom, where, and
when, including actions to be taken by the MDT regarding projects, admin-
istrative improvements, technical assistance cin finances and taxation,
training requircments, detailed diagnoses or ~tudics, and the mobilization
of technical and financial resources of public and private agencies at
various levels.l/ These plans should, of course, be developed in consulta-
tion with such recional plans as may exist, or include checking with

national agency representatives or planners.

Establishing the local joint work pian with the municipality will
be a ¥ind of bargaining prccess between the municipality, the MDI, national
or regional technical agencies, and the community. It will require that

MDI pcrsonnel be specially trained and well supervised.

The MDI rogram now begins to take form in terms ¢f changes to be
effected at the local level. The MDI builds up its operational program

from packages of project and process assistance to be delivered to specified

i/ See Annex B, Example 9.
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places, rather than from departmental estimates by function. The applica-
tion of these packages is assigned to the MDI's appropriate functional
units and/or regional offices. The institution's kudget takes form, and
contains rational justification in case it calls for additional rational

revenues cr international assistance.

The MDI may idcntif9 new staff requirements, or training nveds
for existing staff. It may find that it must wcrk out a formal agreement
with one or more outside entities for technical assistance or jeint programs
in municipalities which heve special problems outside the MDI's capacity.
It may want to define municiwal training needs and contract with a domestic
university, institute of public adminis:ration or urban development cntity

to carry out the progam. -

This process should also reveal major obstacles to development
which may be due to anachronistic laws, weak or missing institutions or
programs, or other fundamental factors requiring either reform, other
action or full-scale research to define appropriate solutions. The logical
process should also yield, in most cases for the first time, a rough picture
of the totality of.municipal needs, allowing both the MDI and national
planners to make longer-range projections and plans for filling them. The
process might contribute to a gencralized model (or models) of what a
manicipal government should be, thus setting a more defined goal toward
which to work. Aud finally, the process will provide an evaluatable pro-
gram expressed in terms of clear, specific targets, a more objective basis
by which the performance of MDIs may be judged, primarily for internal
use in improving that performance, and secondarily for external use by
national authorities, the municipalities, and, if necessary, by inter-

national observers.

5.5 STEP FOUR: Implementation/Evaluation

There is little to add here that has not already been covered
elsewhere in our report, primarily in Section 2. The program of the MDI
vi1l have built into it the work plan for its various units, in texrms of

specified timinj, activities, and end results. The planning unit is
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responsible for tracking the implementation, preparing summaries for the
cxecut ive and department heads, and locking into both internal and exteinal
factors which cause variances in the proaram.  Theve st bo ctftective
coordination with national and regional vlanncrs, with the national plan-

ning office, and cther entities in the muicipal system,

Some elements of the rrogramming process are continuous and simul-
taneous with the implementation phasc. Local planning may begin with a new
group of municipalities. The descriptive data base will be completed,

expanded and kept up tc date.

The initial set of indicators will not be thrcwn away once the
planning has been done. They siiould be pulled out and re-checked periodic-
ally, perhaps every two or three years as another mvasure of impact of the

municipal development program.

5.6 Summary

The procaess is summarized graphically in Exhibit 5-5 on the next
page, and our hypothctical estimates ol timing of the steps and their

elements are aggrcgat«:d in Exhibit 5-6.

To condense the logical pregramming process to its basic elements,
it consists of the following:
a. The MDI builds its prcgrams from diagnrostic information

gathered at the local level, rather thaa sgeculative esti-
mates and often subjective demands;

b. The PRI develops a strategy and plan of its own, linked
to nnuional plans, but not totally defincd externmally; and

c. The internal plans and arrangements of thc institution are
derived from specific, planned resvlts and changes anticirated
at the local level, as a clear and relativaly objective basis
for evaluation, re-planning, and if neceded, reorganization
and revision of the strategy.

It should be stated once more that we recognize that the applica-

tion of this approach will vary widely from one country situation to the

next, depending on political realities and cultural traditions, technical
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capaéity of the MDI and local administxations, and the creativity which is
applied in adapting this material. The creativity will involve applying
complex concepts on a broad scalce, finding what may be modest but usetul
solutions during the carly stages, and bringing in specialized, technical

talent where it is most nceded.

The summary of the process shows it as a closed circle.: which in
many ways it is. Programming is not a once-a-year exercise in our concept--
it is continuous, part of the life of an institution and its activities.

The goals and targets should not be rigid, and evaluation should be the .
tonic which keeps the program alive. When it is necessary to make adjust-
ments because of unexpected events or external factors, changes in objectives
and resources should be made, and the reasons made explicit. The summary
Exhibit also shows that the program is a constant interaction between the
local, national (and where appropriate, regional) levels.at all stages.

This is, of course, the essence of municipal development.
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ANNEX A

ANNOTATED BIBLIOCGRAPHY

The following citations refer to documents obtained primarily from the AID
Reference Center, selected here for their usefulnaess in presenting

basic issues relatoa te municipal development, and for their value as.
guides to other technical literature.

Discussions of Strategy

1. James C. Miller, Regional Devalopment: A Review of the

State-of-the Art (Washington, D.C.: Office of Urban Develop-

ment, August, 1974).

In fewer than 65 pages, Miller presents the rationale for
spatial planning of development as a conscious strategy
involvina the development of secondary urran centers.

In addition to a succinct review cf current arnalytical
literaturc, a number of examples of country expericnces
in developing (especially Latin American) and developed
countrics are summarized and evaluated. A good hasic
reference.

2. Public Administration Unit, Department of Economic Affairs,
Organization of American States, "The Financial Situation of
the Municipalities and the Role of the Central Government
in Latin Amcrica", prepared for the Seminar on Central
Servizes for Local Authorities, Rio de Janeiro, May-June,
1968 (Washington, D.C.: Organization of american States,

28 January 1969). Original in Spanish.

Attacks clinging to "utopian concepts of autonomy" when the
reality is that the scope of services expected to be provided
by local governments (according to law) is very broad in
most Latin American countries, while the resources are
limitcd and municipalities have a real financial dependence
on central governments for subsidies. A better approach is
to establish norms, controls, and municipal banks and make
the local governments integrated partners in national
development by limiting, defining and delegating what they
really cci and should do. Assistance in tax and financial
administration should be accompanied by credits and conditional
grants, linking major projects to regional and national
goals. Urges that central funding and technical assistance
should favor strengthening smaller towns, and that a centras
body should have powecr to approve local budgets.
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Rivkin/Carson, Inc. Land usc Proqramming and the Intermediate-

Sized CTity: A New Challenge for Developing Countries

(Washington, D.C.; Office of Urban Development, Burcau for
Technical Assistance, (TA/UD), Agency for International
Pevelopment, October, 1974), to be published by Praeger
during 1975.

Drawing on case studies in Brazil, Malaysia and Turkey, the
study presents the development problems of “non-primate

cities in terms of land use planning and control, a disciplinary
label which is somewhat broadened and softened by the content
of the report and a definition of the term by the client

office of AlD, TA/UD. Reviews information problems, varied

‘levels of sophistication in planning, and political, administrative

and manpowcr constraints. Recommends pilot projects in
intermediate city development using international assistance.
Useful review of necessary pre-conditions for such projects,
as well as a presentation of criteria for identifying
intermcdiate cities (population of 100 - 500,000 or
increasing development complexity, rapidity of growth,
non-primate character), pages 135-140. AID has broadened
tho oriteoriz, cpooifving rogional impovtoncn wvimoswile
agricultural based ecconomy, in addition to the above. TA/UD
is now designing three pilot projects, one each in Latin
America (Nicaragua), Asia (Thailand) and Africa (a West
African Country to be identified).

Louis A. Rouse, "The Agency for International Development

and the Municipality in Latin America," The XII Inter-american

Municipal Congress and the Special Session of the Hispanic-

Luso-American-Fhilippine Municipal Conqgress (New Orleans,

December 11, 196G8).

Identifies 5 project areas related to local government develop-
ment in which AID has assisted, pointing out that they are
disbursed and fragmented. Argues that "effective local
government neceds greater recognition as one of the institutions
vital to sound and continuing social and economic development,"”
Emphasizes that "the distribution of municipal, urban,
community and rural responsibility for development must begin
with a rational distribution within and among all levels

of the governmental and political policy and power structure."
Offers brief reviews of AID projects in support of FUNDACOMUN,
IBAM, INFOM, and the Liga Municipal Dominicara.
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5. Urban Development Division, Organization of Mmerican States,
*program Mcmorandum: Urhan Development Program" (original in

Spanish, Washington, D.C., April 1%, 1975).

An internal and preliminary proposal for the OAS assistance
program in urban development for the next five ycars calls
for a four-part program: (1) Integrated Urban Development,
(2) Improvement of "eubstandard residential arcas",

(3) Training in urban planning and (4) Information services
on urban development. The first part involves assisting
member states in develojring "national urban systems"

which among other things means sstablishing a hierarchy of
cities and towns, forrwlation of national strategies and
policies for decentralization, and supporting improved
coordination among levels of government.

Analysis of the lManagement Pimension

6. Mark W. Cannon, "Interactive Training Techniques for Improving

Pubiic Service in Latin America,” in Development Administration

in Latin America, ed. Clarence E. Thurber and Lawrence S.

Graham (Durham: Duke liniversitv Press, 1973). op. 145-187.

Consistently emphasizing the needs and sensitivitics of Latin
administvators, Cannon reviews the requirements for improved
training 1in government services, the methods commonly used

in Latin America, (lectures and workshops, gcnerally authori-
tarian in nature) ¢nd the cffccts of these methods on
administrative and decisicn-making styles. He then reviews
methods being employed in and for Latin America, emphasizing
the casc study method, and noting the absence of well-prepared
materials related ' public sector problems in the Latin
context. ‘he potential and 1imitations of human relations
laboratories, games, programed instruction, commercial
training systems, and supervised intcrships are reviewed,
with useful references to current applications, articles

and books. The paper concludes nine specific recommendations
on rescarch, organization, and delivery of training.

7. William 0. Hall and others, vpraft Report on the Work Group
for the Review of the Programs in Management Improvement and
Development Administration of thc Agency rox International

Development" (Washington, D.C., Agency for International

Development, 1975).



An early draft (now superceded by a paper based on AID/Washington
and Mission comments), the paper analyzes the management
component of forcign assistance, espec.ally under the

terms of sectoral programs and in relation to the "new
mandate" which will requirce strengthened and more responsive
local institutions. 40 rczommendations cover ATD programming
and management policies, scctoral program aporoaches,
research and development, relationships among donors and with
developing countries, wvxchange of information, ind gcneral
managerial training and advisory services. Possibly voices
crying in the wilderness, the work group's ideas potentially
would have the cffect of improving the institutional impact
of aid, possibly at the cost of slowing down the pace of

it,

Jack Koteen, "Key Problems in Development Administration”,
Staff Faper (Washington, D.C.: Technical Assistance Bureau,

Office of Development Administration, Agency for International

Development, February, 1970).

Among four broad "problem areas" discusses 'lack of capacity
for local acticn: the inadequacy of local government and
tenttal Lield scivices, ldencilying luw priviicy fusn iuvcas
development, weak national institutions for local development,
lack of financial capacity at the leocal level, lock of planning
capacity at regional levels, lack of managerial capacity,
absence of partnership bhetween central and local authorities,
and low level of popular participation. As our report
illustrates, these problems persist, and cffective means

of altering them remain to be developed.

Padco, Inc., Strengthening Urban Administration in NDeveloping

Countries with Emphasis on Latin America. Ideas and Methods

Exchange No. 67, prepared for the Agency for International
Development (Washington, D.C.:- Department of Housing and

Urban Development, July 1971).

Though introduced as "tentative" and "speculative", offers

a useful and thorough review of a broad range of problems in
Latin American urban administration, development planning and
coordination, data and information gaps, including references
to specific countries and to useful litecrature. Emphasizes

the importance of integr~ting urban development as a major
factor in national develipment planning, and of establishing
national policies and norms to guide other levels of government.
Argues for the application of simplified systems approaches.



Reviews of Technigques

10. Drs. Orlando Elbittrar ard Andres Santos Lopes, "Bases
para la Creacion de Pancos Municipalés a Nivel Nacional”
(Bases for the Creaticn of National Municipal Banks,
Caracas, Venzucla: AVECI, March 1972;) presented at the

Interamerican Seminar on Municipal Banks.

Discusses policy and nractical matters, including the need

for such institutions, their functions, financing, organization.
Focusses primarily on the banking function, with little
discussicn of other elements of municipal develcpment.

11. Cheryl 2. Lassen, "Flanning for 'Integrated' Sub-National
Change: Salient Issue Areas", paper prepared for Technical
Assistancc Methodology Division, Agency for international

Developrmrnt (Washington, D.C., February 1975).

A participant in a summer work-study program, Ms. Lassen
reviews varicus criteria for regional development approaches,
(river basin. intensive aogricultural development, frontier
settlenents, groewth poles, etc.), and perhaps most usefully,
provides a suwmmary anrd technical references on surveys and
data-gathering, using macro-sccial accounting and aerial
photcaraphic surveys. Extensive bibliography on these
topics.

12. stanford Research Institute, "Participatory Democracy Through
Effective Institutions", a report cn Title IX of the Foreign
Assi.tance Act (washingtor, D.C.: Agency for Interncticnal

Developmert, December 1970).

The report calls for better definiticn of Title IX objectives,
collection of baseline data as a basis for more precise
evaluation, and more effective programming to achieve results

and reach intended target groups. Based on various case

studies, including a rice productivity project in the Philippines,
the report distinguishes between various kinds of participation:
(1) decision-making participation, (2) implementive participation,
(3) distributive participation, and (4) integrative participation.
offers indicators for measuring cach of the above. Criticized

by covering AID airgram for stating the obvious ard demanding
ideal performance not possible when AID Mission staffs are

being reduced. '

133



13,

Albert Waterston, "Administrative Implications of Increasing
Sub-National Regional Planning", delivered at the Interregional

Seminar on Organization and Administration of Development

Planning Agencies, Kiev, Cctober 1972 (iInited Naticns Document

ESA/PA/AC. 1/6, 31 August, 1972).

A concise and, as usual with Waterston, sensiblc review of the
rationale for regional development recognizing the problems
with it, such as delayed resource allocation and coordination
problems during implementation. Describes various approaches
used in countries like Yugoslavia, Spain and Brazil.

Emphasizes localizing planning as much as possible, involvement
of existing local groups and less direct involvement by

central government technicians. Counsels that new data systems
may have to be less precise and mathematical than technicians
would want, but carcfully defined so they can be decentralized.
Mentions project to train rapidly large numbers of regional
planners using programmed materials.
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ANNEX B

EXAMPLE ZXHIBITS FROM COUNTRY STUDIES

ANNEX B - Introduction

The exhibits presented on the following pages were prepared during

our evaluation of IFAM and INFOM. We are including them in this report as

examples of the country-level findings discussed in Sections 1 and 2, of

some of the conceptual material in Section 3, and the points made regard-

ing AID's involvement in Section 4.

The exhibits are preceded by a brief cxplanatory note on their sig-

nificance, and are cross~referenced to the text of this report.

The Exhibits are:

B- 1
B- 2
B- 3
B- 4
B- 5
B- 6
B- 7
B~ 8
B- 9
B-10

Basic Service Needs of Guatemalan Municipalities

INFOM lending Activity - i970—74

Distribution by Percentage of Total Loans Made by INFOM
Credit Assistance ... INFOM ... Budgeted and Actual.

AID Project Expectations and Evaluation Findings (ISFOM)
Proposed Organizational Model for INFOM

Relationship Between IFAM's Loans and Administrative Re form
Distribution of Executive Director's Work Month

Example of Joint Work Plan

Planning and Utilization of Research
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EXAMPLE EXHIBIT B-1l

This table was the result of an eight-week survey of the basic
service needs of Guatemalan municipalities. The survey was carried out
by INFOM's new planning unit as part of a self-evaluation. It is indica-

tive of two things:
a.  The fact that nationwide basic data can be rapidly

assembled when a clear priority is placed on doing so;
and

b. The limited content of surveys being conducted by the
municipal development institutions. This survey is sym-

bolic of INFOM's rather narrow concentration on sub-
project activity.

In the text, see 3.2.1, 5.2.
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EYHIBIT B-1

Basi~z Service Needs of
Guatemalan Municipalities

L -
(324 Municipalities )

Type of Service Good |  Acreptable Ty T T Tmaa | Nome Total of Bad Condition
Condition Condition . Condition ____ | . . Present or lone Present
. s | No. x| wo._ % | M. __ 8 [l No. :
Potable Water 117 36 55 17 123 38 29 9 152 47
Drainage 91 28 32 10 3 1 | 198 61 201 62
Electricity 233 ' 72 29 12 23 7 29 9 52 16
Market 107 33 55 17 36 11 | 126 39 162 50
Slaughterhouse 8l 25 | 71 22 81 25 91 28 172 53
Municipal Bldg. 169 52 110 34 45 14 - - 45 14
Health Unit 243 75 16 5 52 16 13 4 65 ' 20
Totals 1041 378 363 486 849
!

a . C o . . . )
Excludes municipalities of Guatemala City and Nueva Concepcion. Data adapted frem Plan Basico, table 1-1S.

bOf municipalities.

Source: Plan de Apoyo Basico - 1975




EXAMPLE EXHIBIT B-2

Checchi combined two tables included in INFOM's internal Plan de

Apoyo Bisico to show the pattern of “effective" lending policies as

reflected in the Institute's allocation of subloan funds and numbers of
projects for each type of subproject. The table also shows the alloca-
tion of projects by category of municipality (based on population ranges),
and gives a breakdown of how funds were allocated according to sources of
funds (INFOM capital, and loan funds from the Interamerican Development
Bank and AID).

In the text, see 2.2.5, 3.2.4.






EXHIBIT EXAMPLE B-3

This outline map of Guatemala, divided into the proposed develop-
ment regions shows the geographic allocation of INFOM's municipal credit
funds. The pattern is apparently one of even distribution, although the
exhibit would be more meaningful if the regions' population figures had

been available for comparison.

In the text, see 1.3.
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EXHIBIT B-3 4 Py

Distribution by Percentage of
Total Loans Made by INFOM to Municipalities
by Region , -
1970 - 1974

PETEN

palitics)

7 Uqu ERN

H1GHLAL l)q

~1% . (27 municipalities)! NORTHEAST

\.. /S . v
. {87 nnnlc1pnlntlef
SOUTHWST ™ ) \/\

) T CENTRAL Loz /7
(16 municipal. tlch-\ osel /' SOUTHIAST
ST T

18. Sl
Naig ,\/ |
SOUTH COAST

- e e et ettt

*
as of dentenwer 1974

Source: Plan Ne Apov Bu%lu) = 1975
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EVAMPLE LXHIBIT B-4

The bars in this chart rewveal the rather striking variances be-
twacn proientions of ierding ac:1vity as presented in INFOM's plans and
budo. ts, and the actual results. Tt also illustrates the difference
between planned obligations of fureign loan funds {shown as more or less
constent for 1972, 1973, and 1974) and the actual pattcrn of slow startup
fos ' :wed by rapid sutloorn processing and cpproval. We have argued that
thewc patterns could be changed through better program planning oand morce

thorough AID project design.

In the text, sce 2.2.2., 2.2.7, 4.2, 4.3, 5.4.
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EXNIBIT B4

Credit Assistance to Muinicipalities with INFOM and

Foreign Aid Funds - Budgeted and Actual
a
1970 -~ 1974
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EXAMPLE EXHIBIT B-5

‘We took the language»describing project objectives and expecta-
tions in the Capital Assistance Paper for AID's loan in INFOM, and com-
pared it against our evaluation findings. The purpose was to focus on
the kinds of statements made in loan papers, and to point out the pitfalls
of assuming that lending activity, without accompanying institutional
inputs and changes, will result in better municipal administration and
‘development. This analysis also revealed the problem of stating that
the project will have economic impact when the subproject types are not

essentially economic in nature.

In the text, see Exhibit 1-1 and 3.2.2., 4.2.
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EXHIBIT B-$

AID Project Expectations and Evaluation Findings

PROJECT EXPECTATIONSl

For the puople in the vommunities where
projects are unde

i, A better facility with cconomic and
social benetits.  The new water system,
market, slaughterhouse or other projects
will have a dicect benefit to the people
served., It may save them time-consuming
trips to an existing source of water; it
may provide them with a inore sanitary
wacter supply, market, slaughterhouse, or
sewer facility with resulting health
benefits; it may provide them with
opportunities for economic gain which
they would not otherwise have, through
space ir the market, the slaughter and
sale of meat, or the new possibilities
of grinding grain or other activities
made more economical throuch the intro-
duction of electricity.

ii. A sense of community progress and spirit.
The prescnce of these projects in rural
communities will do much to strenethen
community spirit, to develop the sclf
confidence necessary to solve community
probtems and improve the conditions of
life.  This spirit is vital to development
and in c¢ncouraging people to stay in these
rural communities rather than move to the
larger cities.

For the participating rmunicipal governments:

i. A stronger municipal government. These
proiccts will be built through the cfforts
of the local government. FPsycholegically
these types of prujects strangthen the

municipal governnest in all of ius
activiticv: by showing tone towns people taat
1t e introduce modernization, and contri-

but: tu Jocal development.

ii. Bos oy runicipal revenue:s and administra-
tinn., Most of the facilities to v
toun' 'ructed will provide additienal
revanues to the municipal government.
This plus the technical assistance to bu
provid-d by INFOM to the participating
municipalities will cnable ticem to
improve their financial and administrative
systems.

For the municipal development activities of
INFOM:

i. Assistance to municipalitieqfnot now served
effectively by INFOM. The fund will enable
INFOM to cxpand its activities to small
rural municipalities who have not fully
shared in their services. This will enable
INFOM to live up to its responsibility
to assist with the development of all

municipalities,
145

EVALUATION FINDINGS

Our findings show that water supply has been
brought closcr to peoples' homes, Sanitation
benefits from thie project depend on propev
training of the service admirastrators, and
we found that INFOM hae no systematic means
of doing this training once a project

was completed. We found very mixed results
on this benefit. As we noted in II-1-4

the economic benefits appear to be minimal.
The same pcople are doing the same things as
before, earning little more, and paying a
slightly higher rate for the service. There
has been a marginal change, but little
improvement.

The subprojects are primarily a contract
between INFOM and the municipal leadership

in office at a given tima, ard while in

som¢ cascs the community hos been consulted
through an open meeting, in many cases

there was little awareness of how the project
was developed. Those who bencfitted were
the town dwellers in most instances, and i
some but not all cases their image of the
municipality was i-proved by the exccution

of thec project. We have no cvidence that the
projects affect migration patterns or
decisions. As far as we know therc is no
base data available against which to make <
sound judgment. :

Ferhaps this has occurred. Our study was

not sufficiently rigorous to make this
judmieont.  Our vicws arce noted above, that
the projects were built through INFOM's
clfforts in consultation with elected leaders,
but not in a way wpich engaged ‘the active
participation of the people in gencral.

This was not always the case. The expected
technical assistance did not materialze., The
user rates for most of the projects we
studied were too low to have a net income
benefit to the municipality, and health posts.
Drainage and paving projects yield no income,
but are a debt burden on the municipalities.

Projects have undoubtcdly been carried out

in municipalities which had not previously
qualified for INFOM's credit assistance,
especially when the subsidy portion was
increased from 12 percent to 45 percent. The
AID input therefore helped INFOM to broaden
its cuverage.



ii.

EXHIBIT B-5

AID Project Expectations and Evaluation Findings (Cont.)

Expangion of INFOM's technical assistance
activities. The additional staff which
INFOM will employ to administer this

fund will enable it to expand its technical
assistance and training activities to all
municipalities. INFOM has realized tho*
this 1s one of the important aspects of

its responsibility for municipal develop-
ment which it has not been able to carry
out as fully as is nceded.

A. For the government and nation as a whoie:

.

1i.

1Sourcc:

An effective program cf public works for
the small communitices of the nation.

There will never be enough central funds to
provide the public facilities needed in

the small towns across che country. Only
thiough contributing to a program which
depends on local initiative and local
financing can these needs be met. This is
such a program.

A balanced pattern of urban-rural growth.
To reduce the rate of migratio: to the urban
centers there must be visible progress and
economic opportunities in the small towns
and rural arecs of the country. These
projects will not reverse the trend

toward urbanization but they will help to
improve the conditions in rural communities
and make them more attractive places in
which to live. The “"pull" factors of
migration to the urban centers will be as
large as cever, but hopefully the “"push"
tactors of unsatisfactory rural conditions
will lessen.

i. A sccondary social and economic problem that

the luoan project will confront is that of
rapid arowth of major urban centers. The
population of the capital is a.cowing at
nearly 6% annually. The increasing
concentration of population in the capital
will createc serious social and pclitical,
as well as cccnomic, problems. In that
the desire for improved economic welfare is
the major reason for migration to the
capital {and two or thrce other urban
centers), an improvement in material well-
being in areas outside of the large
center:s may well help stem the incoming
tide.

This effort did not develop, as has been
fully documented in this report, and AID did
not use its influence to assure that the
necessary steps were taken within or through
INFOM to see that it did.

While we agree with the basic propositior,
and that local initiative has been rewarded,
we did not find that the program rewarded
efforts at local financing, but provided a
substitute for them, and in many ways
reinforced paternalism and dependence on the
national government.

We have a basic doubt as to whether social
infrastructure alone basically alters the
"push" factor if real economic opportuvaities
in the form of new employment or chznges in
agricaltural production are lacking in the
rural areas. We have stated that local
governuent can be pait of nitional cfforts
to improve economic as weil as social rcondi-
tions in the rural arcas, but that the
municipalities have not yet been included as

a level of government concerncd vith all sectors.,

AID Capital Assistance Paper, INFOM--Small Municipalities Development Fund.

June 23, 1969, pages 15-19.
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EXAMPLE EXHIB1T B-6

At the time of our visit to INFOM, the new management was engaged
in a thorough review of the Institute's program, organization, and
administrative support functions. This tentaiive organizational model
represents one of scveral ideas for bringing more balance into the struc-
ture, and is a way of i1esolving the specific problem of having three
engincering urits, and only a small staff to look after the process side
of municipnal development. This proposal groups the process functions
under the Municipal Assistance Division, and the project activities, both
engineering and economic, under the Municipal Works Division. We also
discussed the possibility of instituting a Planning Committee, consisting
of the Manzger, his Deputy, the head of the Planning Office and the

Division Chiefs to develop program plans and review performance.

In the text, see Exhibit 1-4, and 1.5, 2.2.4, 2.2.6, 3.3,
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EXH{IUVIT B-6
Propased Organizational Model for INFOM

Powrl of
Dire-tors
Internal
Audat
Sections:
General Planning :;:::rCh and Studies
Manager Office Evaluation
Financial Planning
Data Bank and Library
- » @ e ®» ® = =® g
- - - - - - - - ' 'y
[
Legal Planning ’
Office ' Committee '
]
. ]
Deputy [ T
Manager
Public
Relations
office
Municipal Works Municipzl assistance General AMministration
Division bLivision Divsision
N ' 1 ! - =1 . -
Municipal Personnel and Accountin
tnginecring Economics Financial Administration Training De "men?
bepartnent Departmoent Department 1 Department Department p
Sectivas: Sections: Sections: Sections:
tesiyn Projoct Studies Budjeting Administ_-ative
Administration Municlipal Credit Taxation Municipal Studies General
and Supervision Accounting and Planuing yraining Services
Operation and Purchasing Department -
Maintenance
Training
Regional
Offices

Source: Checchi and Company.
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EXAMPLE EXHIBIT B-7

Our evaluation of IFAM focussed on the relationship between lend-
ing activity and administrative reform, to see to what extent these
elements had been linked during IFAM's first two years of activity. The
table shows that subloans were infreguently used as an opportunity to
institute reforms other than those directly related to subloan amortiza-
tion. Technical assistance and financial assistance were seen to be
insufficiently coordinated to achieve concentrated impact in the client

municipalities.

In the text see 1.5, 2.2.4, 3.3, 5.4.
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EX4HIRIT B~7
RELATIONSHIP BETWEEN IFAM LOANS AND ADMINISTRATIVE REFORM

1/ 2/ 3]
Period | Number of | Number of Admin/Financial Numbers and Types of Admin. Conditions Required Responsibility for
Loans Municipalities  Studies Done None | Admin. I'inan, 4/ 5/ 6/ | Assistance
Dept. of |ThH Study Admin. | Apply Cadagster, |Other TA Dept. {Operations
Operations|Dept. Study Reforms | Rate Dept.
Reform
1

Last
Quarter 5 5 3 0 3 0 2 0 o] C 1 1
1971
First
Half 9 9 5 4 0 0 3 4 0 2 8 i
1972 ..
Second . -
Half 22 . 19 2 S 4 0 3 0 15 0 18 3
1072 - :
First .
Quarter 12 8 0 0 4 e 0 Q 6 2 3 4 :
1273 ’ :
TOTALS| 48 a1 10 o 11 0 | 8 2 21 4 28 o

1. Seven municipalities received more than one loarn from IFAM.
2. Listed according to loans approved, rather than municipalities.
3. Have grouped certain conditions, as explained in {ollowing notes.

4. Nearly all conditions imply application, but certain ones refer to general reforms.

5. Includes rates {.;c public lighting, trash collection. street lighting, road repair, water gervices.

6. Includes insuring equipment purchased with IFAM loan, establishing rents, insurance on buildirgs.

SOURCE: Checchi Summary of IFAM Department of Ozerations Document.




EXAMPLE EXHIBIT B-8

We asked the Executive Director of IFAM to estimate the amount of
time he spent on various internal and external activities. The pattern
shown here was observed in the other MDIs, giving rise to our observa-

tions about the “"Technical management" vacancy.

In the text, see Exhibit 2.3, and 2.2.3, 4.6.
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EXninger pos

l)istrilmti(\“_n_(‘\‘_f_ lxecutive Divector's Work !\_l_nnih

ACTIVITY WORK DAYS

Board of Directors - Preparation and Meetings , 6

(%]
(1]

Departments Of Operations, Technical Assistance, Legal

Departments of General Services and Accounting; 4
Handling General Correspondence

Technical Commission Meetings
AID Meetings, contacts

Special Projects

Meetings with Municipal Delegations

Interagency \ectings

= NN N s

International Visits, contacts

22. 5
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EXAMPLE EXHIBIT B-9

As one of our recommendations to IFAM, we developed a rough model
of a joint municipal-MDI work plan which identifies the nature, timing,
and sequence of tasks to be performed by the municipality, the MDI, and
other technical agencies. This chart is a graphic summary representation

of the concept.

In the text, see Exhibit 5-4, and 3.3, 5.4.
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RESPONSIBLE TYPE OF
ENTITY WORK
(Entidad (Clase de
Responsable) Trabajo)

MUNICIPALITY

(Municipalidad) Admin.

Financial
Project
IFAM Technical
Assistance
Operafions

OTHER Planning

AGLENCY .

(Otre Agencin) Materials

Equipment
1/

EXHIRIT B-9 e

EXAMPLIE O JOINT WORK PLAN
(Ejemplo de ’lan de Trabajo Conjunto)

MONTH/TASKS
{Mes)/(Tareas)
0 1 2 3 4 5 6 7 8
al-l.ll-l-lnl-ll '-ll-l-I-I-I-I]-I-UJl-I—'
c d .
e" I"’rfr"ar"r‘q l
1/ ;
Reformas Administrativas: a{Details-Dectalles) b(--~-- )
c(----- ) d(-=--- )
Reformas Financieras:
Planeacién y Ejecucitn del Projecto e(----- ) f(----- )
a b b
K N2 XN _NE _BRE_YN JI R ¥ [
d
|
Asistencia Técnica a(-==~- ) b(-~--- )
Opcraciones cl=wmm~ ) d(-~--- )
i"l-l-l-.-ﬁl-lml

Planeamiento al-===- )
Materiales b(--=-- )
c{----- )

Equipo

Brief phrases explaining work (Frases breves que expliquen el trabajo)
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EXAMPLE EXHIBIT B-19

Our study of IFAM (and subsequently of the other MDIs) showed that
there is a general problem of how to identify research or study needs,
how to carry them out so that they are useful, and how to adopt and util-
ize them. This chart was preparec to show research needs arising from
field cperations, defined and assigned by the top level of the Institute,
and then carried out by a research unit augmented by outside specialists.
It also shows the conversion of study results into policy and program

operations.

In the text, see 2.2.2, 3.2.1, 4.9.
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EXHIBIT B-10
PLANNING AND UTILIZATION OF RUSEARCIH

(Planeamiento y Utilizaci6n dc Investigaciones)

IFAM
Esecutive Director .
{Direccifn Ejecutiva)

Technlcal Committee
{Comi<i6n Técnica)

b A1 PO s "':“
.o" ‘. o: '.’o.
3 i,
» fs o o, *,
..." .,o" % & Research g £ ..'..
...' o : Plans @ ‘s,
0 o ! (Plande } ",
.. (4 L H %
K K4 $ lnvestigacibn) § % *,
o * o H 3 ‘e, .‘o‘
R £ AN <
,,.' ..v"’ o, . .’0. .“0
Q Q ® * %, *
o o e, . . \
o ey 0 %, Ce, o,
o L ) ()
K X v, Q. \
0 ®ey %"
. ) *,
R N, oo, ™,
o o o Rescarch Department *o, ‘e
..,- ‘\é ...' (Departamento de Investigaciones) .°‘..
¢'.‘ "c o'.. *e
o ¢°‘ K e
." < 4 .t.‘ '5..
R K ) b,
..o ..c ,’0 ..0
4 & L) 0
»"’ Rt ?.‘ .."
CYIY IR IR LT L s joassansssasnsssansnse ° *
.,"'.chhnlcal '.'°' Findings and P : "o. Operations ."°.
i K n 3
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ANNEX C: MATERIALS AND PERSONS CONSULTED



Mark W. Cannon, et. al., "Final Report: Technical Aid Program to
FUNDACOMUN, Venezuela, April 1, 1963 ~ December 31, 1968" (New
York, Institute for Public Administration, 1968).

Oscar Gdmez Navas, "La Participacién del Municipio en el Proceso
de Regionalizacién," paper presented to the X© Congreso Inter-
americano de Planificacion in Panama, September, 1974 (Caracas:
FUNDACOMUN, July 1974).

David Jickling, End of Tour reports on USAID Guatemala project
on Public Administration and Municipal Development No. 520-11-790-
176, May 1966 and May 196€.

G. M. Morris, ect. al., "Municipal Improvement Project - Republic
of Nicaragua: Final Report 1969" (Chicago: Public Administration
Service, Sept. 1969).

Proyecto de Ley de Fcmento a la Industria en el Area Rural, Costa
Rica, late 1974.

Jennifer R. Thornley &nd J. Brian McLaughlin, Aspects of Urban
Management, report on the Seminar on Urban Management held at
Izmir, Turkey, May 29 - June 2, 1971 (Paris: Organization for
Economic Co-operation znd Development, 1974).

Garland P. Wood, Studying Agricultural Inscitutions: A Modular
Approach, a summary report on the Agricultural Management Research
and Training Project (Lansing, Michigan: Michigan State University,
January 1974).

Persons Consulted

The complete list of all persons whom we interviewed would cover many
pages, so we have elected to mention selected principal informants
and identify groups of others contacted.

a. Country Visits

Costa Rica - Instituto de Fomento y Asesorfa Municipal (IFAM)

Lic.Armando Arauz Aguilar, Executive Chairman.

Omar Aguilar Guitierrez, Executive Director.

Chiefs of Divisions and Technicians in the Divisions of
Planning, Technical Assistance, and Operations, and
heads of special projects.

Carlos Manuel Vicente Castro, (formerly) Minister of Govein-

ment; Officials of National Planning Office; Central Bank,
Community Development Bureau; Controller General's Office.
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Consultants representing IBAM, CEISA, the CAS, Texas A & M
University, AITEC.

Peter Kreis and Joe Sconce, former and present AID Affairs
Officers; Thomas McKee, Robert Pratt, Katherine Balsis,
Ana Sayaguez, USAID/Costa kica.

Officials in 15 Municipalities.

Guatemala - Instituto de Fomento Municipal (INFOM)

Fernando Cabrera A., General Manager.

Isidro Morales Roldan, Acting Deputy Manager and Chief,
External Ioans Division.

Chiefs of Divisions and Technicians in the Divisions of Plan-
ning, Engineering, Water and Drainage, General Administration,
and other units.

Miguel V€lez (Chief) and Miguel Gonzdlez, Servicios T€cnicos del
Caribe, Consultants to INFOM.

Officials and Consultants to the National Planning Council
Secretariat.

Edward Coy, Mission director; Carl Koone and John O'Donnell,
Rural Development Officers; and Dario Villatorc, Loan
Office, USAID/Guatemala.

Officials in nine municipalities.

Dominican Republic - Liga Municipal Dominicana

Patricio Badia Lara, Secretary General.

Dr. Tedfilo Severino P., Assistant to the Secretary General.
Chiefs of Departments of Inspection and Review, Loans, Munici-
pal Planning, Aquaducts and Electric Plants, and Press and

Public Relations.

John B. Robinson, Mission Director; Cristobal Tejeda, Multi-
sector Officer, USAID/Dominican Republic.

Officials in five municipalities.

Venezuela -~ Foundation for Community Development and Municipal
Development (FUNDACOMUN)

Orlando Elbittar, President; Rolando Grooscors, Director of
International Programs; Chiefs of Planning, Municipal Develop-
ment, Technical, Administrative Divisions; Internal Auditor;
Technicians in Communal Action and Municipal Programs Bureaus;
Acting Director and Technicians of Eastern Regional Office.
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Dr. Rafael Ester Noda, Cadaster Advisor, Venezualan Assccliation
of Intermunicipal Cooperation (AVECI).

Executives of Northeastern Regional Planning Office (ORCOPLAN)
and Development Corporation (CORPORIENTE) . :

Officials of five municipalities

b. Persons Interviewed in Washington

Mark W. Cannon, formerly head of international programs (and
consultant to FUNDACOMUN) at the Institute for Public Adminis-
tration, New York.

Edwin "Tom" Chapman, Office of Development Administration, Bureau
for Technical Assistance (TA/DA), Agency for International
Development, and formerly advisor to the Liga Municipal
Dominicana.

William Feldman, Development Administration Of ficer, Develop-
ment Resources, Latin America Bureau, AID.

Lyle Fitch, President, Institute of Public Administration.

W. Scott Fosler, formerly IPA advisor on municipal development in
Venezuela, Bolivia and Dominican Republic.

Jerome French, Chief, TA/DA, AID.

Eric Chetwynd, Jr., Office of Urban Development, Bureau for
Technical Assistance (TA/UD), AID.

Philip Huber, Chief, Urban Develoupment Division, Organi.zation of
Ameri.can States.

Kennetn Kohrner, Ta/DA, staff to the Hall Work Group on Develop-
ment Management and Administration.

Paul Worthington, TA/DA.

william Miner, Chief, TA/UD, AID.
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