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Preface

The political dramas of 1989 were a reminder that it is possible to bring
about significant change in a society, even against overwhelming odds. The
decade of the 1990s is likely to be a more sobering time as new regimes
attempt to institutionalize the political upheavals and take steps to ensure
economic growth, freedom, and participation. This book addresses those
involved in these changes-leaders and communities within countries and
external parties offering assistance. It presents the case for a collaborative
and flexible approach to designing and enacting economic change, rather
than a top-down social engineering approach.

.It is tempting to respond to current economic crises and to the increasing
complexity and interdependence in the. world by looking for ways to exert
control, to rationalize and manage the complexity, and to standardize
responses. The opposite response is more persuasive, however. Hierarchical
and intellectual systems of management and control cannot keep pace with
change. Instead of encouraging standardization, institutions that allow for
flexible responses will better enable communities to cope with complexity.
Assistance and expertise offered by external parties have to be evaluated
against this criterion of flexibility. They can provide much-needed resources
-financial, organizational, and intellectual-but they can also be harmful if
they are not part of a broad and collaborative process of social and institu­
tionallearning.

This study draws on a particular set of experiences to make this case. It
looks at efforts by developing nations (LDCs) to cope with severe economic
crises, both through their own efforts and through assistance and advice from
outsiders. This lesson is clear-orthodox policy reforms to liberalize the
economy are necessary but not sufficient to stimulate development. No sin­
gle economic orthodoxy is applicable to all settings. "Getting the prices
right" will stimulate development only if reforms are designed for particular
social and political settings, if they are accompanied by steps to make institu­
tions-both public and private-more effective and responsive, and if they
take political realities into account.

This kind of change will occur only if local officials collaborate among
themselves and with representatives of international institutions to diagnose
their problems and design appropriate strategies. The purpose is not to coopt
the participants, but to ensure that the reforms address their situations. A col-
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laborative process makes sense politically and intellectually. It places respon­
sibility on those who have the greatest stake in the changes. It elicits first­
hand interpretations and critical infonnation about local problems and capac­
ities and allows participants to consider a number of policy responses. It also
provides an opportunity for officials to make clear to outsiders that there are
limits to their capacity to bring about internal change without additional
resources.

A collaborative process makes two important assumptions that differ
from commonly held views of policymaking. First, it assumes that individu­
als are willing to take part in collaborative processes and that they can reason
together about their problems and learn from their experiences. This differs
from the usual assumption that individuals only pursue their calculated self­
interests and that politics consists of competition among interests rather than
reasoned discussion. The theory presented here assumes that individuals
behave in a variety of ways, and that goal-oriented behavior and self-interest
explain only some of their behavior. Individuals may pursue their interests or
self-chosen goals, but just as often they try to do what is appropriate in their
situation. Second, the theory assumes that political institutions influence
behavior. Because people often try to do what is fitting or expected of them,
procedures can be designed to encourage rational reflection, dialogue, and
learning.1

This study draws on these assumptions about individual behavior and
the influence of institutions to develop a model of policy inquiry. Thinking
strategically to diagnose problems and establish priorities is one important
element in this process. Designing a way to cope with problems rather than
simply understand them is a second element. Providing a structure to
enhance dialogue and substantive learning is a third aspect of the process.
Part One of this book establishes the rationale for such a process and elabo­
rates its assumptions. Part Two describes the process, drawing on current
field experiences.

The record of carrying out positive social and institutional changes is not
reassuring. Failures are particularly evident to those who are sensitive to the
weight of culture and history. The problems are compounded when those
proposing the changes are outsiders who enjoy a vastly disproportionate
amount of the world's assets. A collaborative process can be a weak reed in
the face of these realities. Nevertheless, recent events suggest that there are
times when it is possible to introduce significant change in a society. The
proposed process is designed to capitalize on these opportunities.

IMarch and Olsen, 1989, Rediscovering Institutions.
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The Changing Agenda
of Policy Reforms in LDCs

The century is closing with a rush of efforts by individual countries to cope
with deteriorating economies and financial crises. Within severe constraints
imposed by the internati.onal economy, governments are exploring wide­
ranging, often innovative efforts to improve their economies. Their efforts
pose important questions. What role can and should a country's governing
bodies play in stimulating its economy? Can outsidets-donors, lenders,
trading partners-playa useful role,. and if so, what forms of assistance are
most helpful?

The world's attention is focused on countries from the socialist bloc as
they grapple with these questions. In the meantime, developing countries
(LDCs) throughout Africa, Latin America, and Asia have learned some
important lessons about economic change. Critically burdened with debt and
faltering economies, LDC officials are being strongly encouraged by donors
and lenders to expand the private sector and reduce the role of the govern­
ment in their economies. Liberalizing changes are cautiously being put in
place. Although one can point to positive results, particularly in Asia, the
overall record is disturbing. Jeffrey Sachs, for example, concluded in 1989
that "the economic crisis of Latin America is intensifying rather than
diminishing," and studies of African economies find little evidence of sus~

tained improvement) The economic changes spark serious political protests,
weaken emerging democratic regimes, and hurt the poorest groups most of
a11.2 The resulting "austerity fatigue" within the LDCs complements the
widespread "aid fatigue" afflicting the donor community.

As the 1990s begin, it is clear that the policy reform process involves
more complex and longer-term actions than originally thought. Policymakers
and administrators find their efforts are aborted or diluted by political,
bureaucratic, and social realities. Observers are beginning to ask whether it is
even possible to purposefully generate economic change.3 In response, some
parties have been experimenting with an approach to policy change that
emphasizes collaboration and strategic planning. Drawing on these efforts
this study examines the assumptions in this approach, shows why it is rele­
vant to policy reforms, and describes how to carry it out. The version pre­
sented here engages country officials in collaborating among themselves and
with others to diagnose situations, develop priorities, and design appropriate
policies, institutions, and implementation plans. The chapters in Part Two

3



4 PROCESS

describe such a strategy; they layout a series of steps and illustrate the kinds
of issues that can be considered. Part One presents the rationale for the strat­
egy and links it to developments in policy analysis. Chapter 1 reviews the
record of policy reform efforts in LDCs and analyzes why they have proved
so hard to implement.

FROM QUICK FIXES TO LONG-HAUL EFFORTS

LDCs and International Financial Institutions

A number of trends in the 1980s exacerbated the indebtedness of LDCs.
Worldwide recession, increased interest rates in the United States, declines in
commodity prices, and a contraction of international lending after an explo­
sion of borrowing in the 1970s all combined with internally weak economies
and overvalued exchange rates to produce large debts.4 According to the
United Nations, sub-Saharan Africa's indebtedness as a percent of GNP
climbed from 57 percent in 1984 to 70 percent in 1987.5 In Latin America
the total debt as a percent of GNP in 1986 was 66 percent for Argentina, 41
percent for Brazil, and 84 percent for Mexico.6 Many LDC nations found
they were repaying more in interest rates than they were receiving through
exports, loans, and assistance combined. Translating these figures into their
human impact, one study computed that "each one of Africa's 410 million
people owed foreigners about $195, or about as much as they earned in six
months of toil."7

Countries with balance of payments problems can ask the International
Monetary Fund (IMP) for a loan or line of credit, in return for which they
agree to fulfill conditions designed to stabilize their economies. Typically
they try to decrease their fiscal deficits by reducing expenditures and increas­
ing exports. Specific changes include devaluations of inflated currencies to
international or border levels, reductions of food subsidies, and restraints on
wage increases. Whatever. their long-term effect on economic development,
the changes impose an immediate and painful austerity on the country, char­
acterized by higher food prices, increases in unemployment, and reduced liv­
ing standards.

In theory,LDCs develop their own reform agendas. It is commonly
known, however, that in practice, creditor governments, commercial banks,
and international financial institutions playa dominant role. These often take
the initiative in carrying out background studies and encouraging LDC offi­
cials to adopt them, and then impose the reforms as conditions for receiving
loans.· While the IMP has always relied on conditionality in assisting coun­
tries with balance of payments problems, in LDCs the conditions virtually
are becoming what Nelson describes as "semipennanent arrangements." ·She
adds that "indeed the 1980s has seen external intervention in internal eco­
nomic policies to a degree unprecedented in tenns of the measures addressed
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and the number of countries involved."8

The financial institutions provide assistance to cushion the transition
period. The World Bank uses structural adjustment loans (SALs}-quick dis­
bursements to meet balance of payments needs-and sectoral adjustment
loans (SECALs)-supports to specific sectors. Both types of loans specify
that countries have to adopt policies to meet economic targets. Such policy­
based lending makes up approximately 25 percent of the Bank's portfolio,
with the rest going to project-based loans. In addition to its traditional lines
of credit, the IMF has established special arrangements for the poorest coun­
tries-a structural adjustment facility (SAF) and an enhanced structural ad­
justment facility (ESAF). Although the IMP continues to be primarily con­
cerned with a country's balance of payments, there are signs that it has
become more sensitive to the special needs of the most indebted countries
and the importance of social factors in explaining weak economic perfonnance.

Implementing Economic Policy Reforms

Liberalizing refonns are widely debated. Most of the controversy deals with
the substance of the proposed policy changes and their inten~ed and actual
impacts.9 Increasingly another issue is being raised, namely the difficulties of
carrying ou~ the refonns and sustaining them. The record is clearly mixed. In
1988 the World Bank sampled fifty loans to fifteen countries to detennine
whether governments had complied with donor conditions. It concluded that
60 percent of the conditions had been fully implemented and another 20 per­
cent partially so. The most successful refonns dealt with exchange rates,
energy policy, agricultural pricing, financial reforms, and public sector
expenditure programs. The least successful were industrial policies, tax
refonns, and public enterprise refonns,lo Nicholas, in another Bank study,
found that although adjustment loans "have very rarely been abandoned alto­
gether ... three-quarters of all adjustment lo.ans are experiencing"delays in
release [of funds] as a result of delays in fulfillment of agreed conditions."ll
Paul reviewed fifty five SECALs approved by the Bank from 1983 to1987
and concluded that over one-fifth had serious implementation problems. 12

Joan Nelson, a longtime observer of implementation, ·chronicles an array of
problems. "Even where agreed on actions are taken, governments often fail
to take the follow-up measures necessary for more than a brief improvement.
Thus an IMF study of exchange-rate adjustments in eleven African nations
concludes that the effect of the devaluations were vitiated within one to two
years."13

Problems in implementing the policy refonns were not widely anticipat­
ed. In fact, macroeconomic refonns such as liberalizing exchange rates were
appealing because they presumably do not depend on continuing actions by
government agencies. The refonns were viewed as relatively "quick fixes"
that would virtually implement themselves by generating private capital and
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stimulating recovery.14 The nature of refonns has changed substantially dur­
ing the· 1980s, however, and the changes have made implementation far more
difficult. According to Nelson, there has been a move from "quick fixes" to a
realization that changes, to be effective, involve "long-haul" efforts by all
parties concerned. IS The key change is that economic incentives, although
necessary, are no longer seen as sufficient to generate growth and develop­
ment. Four additional sets of activities increasingly accompany economic
policy changes: supporting investments, institutional development, human
resources, and social mobilization.

Supporting Investments. By the mid 1980s it was clear that macrolevel
financial "fixes," such as stabilization and macroeconomic policy changes,
were not sufficient to reverse the increasingly serious economic problems in
these countries. Debt was becoming deeper and economies were unable to
respond to infusions of aid. In fact, there is troubling evidence that. some of
the macroeconomic changes have even reduced investments. 16 There is more
interest in long-tenn structural adjustments that include supporting invest­
ments within sectors such as agriculture and education. The result is a far
more complex set of activities than the original so:'called"quick fixes." A
World Bank study in 1988 refers to these efforts as "hybrid refonns"-a
combination of macroeconomic policies, investment strategies, and project
activities.l7 The rationale is simple: price increases are unlikely to be effec­
tive unless complementary actions ensure that credit is available, that roads
and storage facilities are adequate, that research is relevant to fanner needs,
and thatextension-services are available to women producers, to name only a
few critical conditions.l8 -

World Bank activities in Guinea illustrate the importance of supporting
activities. Guinea, one of the smallest and poorest of the African countries,
has been one of the more successful in adopting economic policy refonns.l9

Early in 1986, the Conte military regime adopted a rather remarkable series
of changes that went far to liberalize the economy and gave Guinea a reputa­
tion as one of the more innovative and flexible countries in Africa. These
included devaluation of the currency by.93 percent; introduction of an auc­
tion system through which the Central Bank buys and sells foreign exchange;
arid decontrol of most prices. As a result, prices for agricultural commodities
increased and stimulated greater fann production. Fanners planted more cof­
fee trees and increased the acreage of rice under cultivation; in coastal areas
the land under cultivation increased by 25 percent.20 These positive respons­
es, however, came about largely because there was an excess· capacity in the
economy and room to expand. Future economic improvements will depend
on supporting investments-roads, marketing arrangements, credit,
improved seed~all necessary before individuals can fully respond to the
price incentives.

I nstitutional Development. A second change is the growing realization that



THE CHANGING AGENDA 7

policy reforms .require changes in institutions. The term "institutions"
includes organizations but has a broader meaning. It refers to rules, nonns,
and expectations that govern the transactions and relations among peoples.
"It is the institutional structure that prevents· social orders from coming apart
in centrifugal chaos. It is the institutional arrangements·that define what can
be done, what cannot be done; and who can do what to whom."2! One source
for this more inclusive perspective is economic theory. For economists, insti­
tutions include voluntary exchange rules such as markets, hierarchical rules
to promote order, rules for joint action through organizations, and rules for
voluntary collective action.22 Another version of institutional theory empha­
sizes institutions as structures of meaning. See, for example, studies of
democratic institutions by March and his associates and analyses of local
organizations in LDCs by Esman and Uphoff.23 For bot~ economists and
institutional theorists, institutions are significant forces. They order relation­
ships in various ways, and do not rely simply on public sector organizations.

Institution building has begun to be taken seriously within the develop­
ment community. A review of fifty-five World Bank sectoral-level refonns
found three ways in which reform packages include institutional change:
restructuring organizations, deregulating activities, and building a capacity.
for policy analysis. Restructuring includes divesting organizations of respon­
sibilities, reorganizing units, creating new ones, and strengthening organiza­
tions. Regulatory changes include the addition of incentives and safeguards
to legal codes, revision of investment codes, new agencies to implement
these codes, guarantees that existing regulations are carried out fairly, and
infonnation to give entrepreneurs confidence in the stability of the system.
Improvements in policy analysis include expanding a unit's capacity to
analyze, plan, and evaluate; upgrading skills in foreign trade analysis; train­
ing staff; and adding new analytic units.24

Such activities refonn the public sector rather than simply reduce it. For
example, a common policy reform directs officials to privatize parastatals. It
is not enough to simply decree privatization, however. Public managers typi­
cally need to create an environment that motivates individuals to enter lhe
private sector and ensure that they can perform effectively. They need LO be
certain that credit is available, guarantee a predictable and supportive legal
framework, enforce a rational tax system, protect private property, and pro­
vide services such as roads and electricity.25 A 1988 study of U.S. foreign
assistance offers a similarly pragmatic analysis. The public sector needs to
assist the private sector, stimulate multiple enterprises, supplement private
activities in unprofitable and isolated areas, and monitor whether the benefits
are going to those who are intended to receive them.26

Actions to improve the quality and variety of seed within Guinea illus­
trate how institutions can be altered. World Bank staff have been working
closely with officials in the Ministry of Rural Development (MDR) LO

increase the in-country cap~citY.fordevelop~ng impr~)Ved seed that is suitable
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to the different ecological zones. The Bank could have simply provided
funds for research and training for staff, relying on existing research insti­
tutes. Instead, the Bank concluded that new institutional arrangements were
needed, ones designed to respond to regional climactic differences, to direct­
ly involve the fanners who would be using the seed, and to offer incentives
to be innovative and efficient.

To meet these criteria, the Bank is funding a project to analyze and
redesign the institutions for producing seed. The project is establishing Seed
Conditioning Centers (SCCs) in several zones. The SCCs purchase seed
from the research centers, sell it to private growers to multiply the seed, and
then repurchase the seed and sell it to fanners. Once under way the SCCs
will be sold to the private sector. At this point the research centers will be
working with a network of private sector units and individual fanners. The
changes mean that responsibility for developing and conditioning the seed
will be diffused among these several parties, but responsibility for overseeing
the whole process remains with the research centers. At every step the MDR
and its research centers are being cast into entirely new roles-from develop­
ing the SCCs, to selling them, to cooperating with them, to monitoring
them.27

Human Resource Development. There is a third reason for stressing the
long-haul nature of the refonns and implementation problems. Increasingly,
obseIVers are finding that economic growth depends on the education and
health of the populace--on human resource development. Studies in technol­
ogy transfer emphasize that new technologies cannot simply be transplanted.
Agricultural innovations, for example, have to be adapted to new contexts to
be effective:, and such adaptation depends on an educated work force.
Reduced expenditures for education and health, therefore, can be shortsight­
ed and undennine the prospects for growth. The fiscal crises in the 1980s,
however, reduced available resources and raised serious doubts about the
ability of public sector institutions to provide seIVices or seIVe the poor.28 In
addition, the poor can actually become worse off in the early stages of eco­
nomic growth.29

The 1980 World Development Report stressed that improvements in
health and education were important both in their own right and in stimulat­
ing economic growth. In the 1990 World Development Report, the Bank
returned to the issue of poverty and argued that policies to reduce poverty are
consistent with economic growth.30 Realistically, governments have to bal­
ance the needs of the poor with those of other groups in the economy and
consider the administrative feasibility ofvarious poverty programs. To rec­
oncile long-mn growth with the needs of the poor, the report recommends a
two-pronged strategy-labor-intensive growth and social seIVices. In coun­
tries such as Brazil, growth policies increased the incomes of the poor but
services are badly underfunded. In other countries, such as Costa Rica, social
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services are high but there have been few economic opportunities for the
poor. Thailand and Indonesia are examples of countries that have pursued
both strategies and have achieved growth and an impressive reduction in
poverty. Beyond these policies, the Bank urges that governments will still
have to provide a safety net for those who continue to be hurt by the refonns.
This option is more likely if the poor increase their participation in political
decisions)!

Social Mobilization. A fourth reason for viewing refonns as a "long-haul"
process, and one that is somewhat more controversial, is the need to mobilize
communities, particularly the poor, to participate in growth opportunities.
Those who make this claim urge that increased prices alone are insufficient
without efforts to reach· the more isolated, impoverished, and alienated
groups in a community. Korten, for example, observes that the· economic
success of the "Asian tigers" depended on far more than policies to promote
exports. "Exports represent only the tip of the economic iceberg. The institu­
tions of the economy that support this tip, and how they were developed, are
seldom mentioned by the proponents of export-led growth. Yet, the institu­
tional foundation is basic to the economic strength of Asia's miracle
economies. It is this foundation that has allowed their people to share broad­
ly in their economic success and that gives their economies the resilience to
adapt to changing economic conditions."32 Local institutions can capture
what Uphoff calls the latent "social energy" in a community. His theory that
this energy can be tapped when people work through organizations that they
can control has been tested in the Gal Oya Irrigation Project in Sri Lanka.
Local workers who were trained as organizers moved into communities,
encouraged local fanners to set up their own organizations, and enlisted them
in designing, overseeing, and maintaining an irrigation system. Instead of
responding to community sentiments, the organizations generated new ones
and succeeded in mobilizing the community)3

South Korea's highly structured new village program for rural develop­
ment illustrates a state-led and highly centralized approach to mobilization.
Saemaul is a highly organized program through which the central govern­
ment has organized Korea's 35,000 villages to participate in developing the
rural economy and generating resources. The government, working through
local bureaucrats, identifies village leaders to organize local councils. The
councils meet and select community projects that fit with government-stated
priorities. During the early 1970s, the government emphasized village
improvements-housing renovations and roads. By 1975 the government
was stressing investments in income-generating projects-vegetable gardens
and livestock. After 1978 they urged communities to develop welfare proj­
ects-community halls and nursery services. Projects are partially paid for
by state funds, but gradually the community has assumed more of the
responsibility. In 1978 villages were providing 78 percent of the resources
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for Saemaul projects through labor, land, and cash contributions. By the
1980s the program had become increasingly politicized and corrupt. Prior to
that it was credited with mobilizing participation by individuals and commu­
nities in economic development and improving the quality of life in rural
Korea.34

Social mobilization can also be carried out through grassroots move­
ments, and many would argue that these are far more effective in the long
run.35 For example, Zimbabwe has been promoting agricultural productivity
through producer price increases and distributions of seed, fertilizer, and
credit Local farmer groups encourage farmers to use and share knowledge
and offer assistance with marketing. They reach poor farmers not ordinarily
reached by the Ministry of Agriculture and create a demand for government
services by encouraging the use of technical information. Thirty-one percent
of the fanners working as individuals saw an extension worker, but 86 per­
cent of those who were members of farmer groups did so. Also, by 1984,
5,700 rural savings clubs had been organized in rural villages to assist mem­
bers in purchasing agricultural supplies. These efforts help to explain why
members of farmer organizations consistently outproduce individual farmers,
particularly in the drier, more marginal areas.36

Table 1.1 lists the several components of policy reforms. The last five
items, discussed in the preceding pages, have become increasingly important
and indicate why the reforms have become more complex and long-term
than originally anticipated.

THE DYNAMICS OF IMPLEMENTATION

According to the above review, economic stabilization and. development
require supporting investments, institutional development, improved human
resources, and mobilization of the poor. What are the prospects for imple­
menting these actions? The most frequent answer to this question notes that
implementation. is difficult because of the weaknesses in LDC regimes and
bureaucracies. It is important, however, to begin by recognizing that the

Table 1.1 Elements in Successful Policy Reforms

Macro and sectoral policy changes to liberalize economies

Improved capacity to implement refonns

Supporting investments at sectoral level

Institutional development: private sector and local level

Human resource development

Mobilization to participate in economic development
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refonns place onerous demands on governments. The rest of this chapter
analyzes first the characteristics. of the·refonnsand· second the relevant char­
acteristics of governing systems.

Which characteristics of policies and governing systems are important to
look at? The answer varies according to one's view of social change.3? The
dominant view assumes that public policies are responses to social and polit­
ical forces. This· perspective includes both Marxists and pluralists, both of
whom assume that officials are constrained and propelled by social and eco­
nomic forces and have little autonomy. It also includes public choice propo­
nents who assume that officials are driven by their self-interest and need for
support. All of these downplay the independent role of government and polit­
ical commitments. A second perspective assumes that political officials have
some autonomy and can influence the policy process. Ideas and policies do
more than reflect political pressures. "Elite latitude is present, and there is a
'politics of ideas,' with which leadership attentive to broad publics can take
action even against economically powerful interests."38

Strategies to implement refonns need to draw on both of these perspec­
tives-the political context that constrains governing officials and the inde­
pendent role they can play.39 Taken together, the perspectives suggest that
three aspects of the reforms affect their implementation: the fit between pro­
posed reforms and the views and priorities of officials; the social and politi­
cal context; and the institutional intensity of the refonns. Table 1.2 lays out
these characteristics as continua. Policy changes that fall towards the left of
each dimension are easier to implement; those that fall towards the right
involve more uncertainty and conflict.

Table 1.2 Characteristics of Policy Reforms

Implementation
Easier Harder

Fit with Perspective ofCountry Officials

Agreement on nature of problem
Understanding of the policy

Seen as imposed by external parties

Social!Political Implications

Political costs

Political benefits

Fit with culture and nonns

. Institutional Intensity

Requires new tasks, roles, procedures
Technical complexity

Involves several organizations
Adequacyof existing resources

high
high

no

low

high

good

few
low

no

yes

low
low

yes

high
low

poor

many
high

yes

no
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Perspective of Country Officials

Is There Agreement on the Nature of the Problem? Although officials pre­
sumably support economic development, they do not necessarily agree on
the nature of the problem or the value of such policies as export-led growth,
foreign investment, market initiatives, or divestiture. Individualism and com­
petitive markets may run counter to traditional norms. Callaghy poses the
question succinctly: "How can governments be convinced to change policies
and institutions that neo-orthodoxy believes to be economically damaging or
irrational, but which these govetnments consider politically rational and
deeply rooted in local political economy and history?"40

Do Officials Understand the Assumptions and Requirements of the
Policy? Economic development is difficult to model. Many proposed policy
changes are based on complex economic arguments that are difficult to fully
understand and are even counterintuitive.41 Auctions to allocate foreign
exchange, presumably one of the "quick fixes," are difficult to comprehend
and put in place. Officials have to detennine how much foreign exchange is
needed and make it available, select among bidding systems, absorb excess
liquidity that would otherwise drive up prices, decide how to handle imports
of luxury items, and take steps to ensure general confidence in the auction
system.

Do Officials and the Public Perceive the Reforms Are Being Imposed on
Them? The answer depends both on official policies of the lending institu­
tions and on the attitudes of expatriates working with country officials. One
study refers to the "Bank's apparent aspiration to become Sub-Saharan
Africa's . . . planning ministry and Platonic Guardian."42 The international
community assumes that external parties need to impose the refonns as con­
ditions for receiving loans and assistance, since the refonns are politically
difficult and leaders lack the will to promote unpopular changes. Local per­
spectives on policy reforms are by definition shortsighted, and it is better to
rely on technical experts who are objective and disinterested. Such attitudes
by donors give rise to considerable resentment and explain why a number of
countries have gone to great lengths to dissociate refonns from policies of
lending institutions.43

Social and Political Context

VVhat Are the Political Costs and Benefits of Policy Changes? It was
widely assumed that the benefits of economic growth would be widespread.
Long-tenn losers would be primarily corrupt government officials and black
marketeers, whereas short-term losers such as businessmen and labor would
gain in the long run.44 It has since become clearer that winning and losing is
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far more complex. Grindle and Thomas find that costs are politically difficult
when they are both direct and visible. Privatizing a finn imposes direct costs
on the managers, whereas the benefit. of increased efficiency is less direct
and less visible. Reductions in expenditures provide indirect benefits by
reducing the deficit but directly hurt the public.45 The influence of affected
groups is also an important factor. Agricultural policy changes benefit small
producers but these groups are unlikely to be organized. The same changes
hurt urban interests who are far more politically visible. Another problem is
that policy changes may only benefit people in the long run, but the costs are
immediate or short-run in nature and thus more apparent. Lindenberg reports
that people often perceive that policies hurt them, whether or not they do,
and that even if they are told that they will benefit in the long run, they may
suspect that the long run will never come.46

Does the Policy Change Fit with Cultural Norms? Some policy changes
challenge long-standing practices in the community. Policies to protect natu­
ral resources may try to alter planting and harvesting practices. Policies to
promote export crops may interfere with social norms that link certain crops
to familial responsibilities. Even more generally, according to Gilpin "the
introduction of market forces and the price mechanism into a society tends to
overwhelm and even to dissolve traditional social relations and institutions."47

Instifutional Intensity 48

Do Changes Require Organizations to Assume New Roles? New activities
require new skills and are almost always threatening. Policies to promote the
private sector may require implementing units to change from producing
goods and services to stimulating and supporting private units. New roles
threaten power positions in an organization and require bureaucrats to give
up activities that provided extra income on the side.49 Similarly, reductions in
the civil service threaten long-standing sources of political support.50 In his
study of World Bank SECALs, Paul found that it was relatively easy in trade
SECALs to develop export information systems or improve accounting pro­
cedures, but that it was difficult to restructure the organization. In general,
officials overestimated the capacity of organizations and underestimated the
complexity of the reforms.51

How Technically Complex Is the Reform? This question poses difficult
tradeoffs. Implementation is more likely when problems can be simplified
and when uncertainty is reduced, but simplification can make it more diffi­
cult to fully adapt reforms to local situations.52 Recipients have to understand
how a technology works in order to adapt it to a new setting.53 Yet, a full
understanding can make it harder to simplify the complexity of a policy
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response and identify a clear policy position that can be implemented.

Does the Policy Require the Implementing Unit to Work With Other
Organizations? A policy change may require a ministry to delegate respon­
sibilities vertically to field units and develop procedures to monitor and com­
municate with them. Or the change may require a ministry to work horizon­
tally with a number of units and involve coordination, communication, and
sharing of resources. Managers may need to establish close linkages with
communities and local organizations. Such actions can place· implementing
units in an entirely new position. They have to work along with and coordi­
nate a variety of units and somehow balance the need for a rational approach
to policy with the need to stimulate autonomy and self-reliance within
communities.

Are Additional Resources Needed? These include moneyJorrecurrent
costs and maintenance. Managers have to be fairly creative in searching out
additional resources, through user fees, in-kind contributions, private sector
contributions, or grants. Resources also include intangibles, such as political
support and appropriate technology. Policy changes can require large mea-:­
sures of both.

Most policy changes at the sectoral. level fall towards the right of the
dimensions listed in Table 1.2. There are almost always value disagreements
or conflicting interests. Officials perceive that the changes are being exter­
nally imposed and have little sense of ownership. Policies involve complex
and uncertain technologies. The changes require managers to undertake new
and threatening roles. Losers are visible and organized, there are few avail­
able resources to cushion the effects, and the changes go against lnng­
established practices in the community. Policy changes require flexihllity,
adjustments, and experiments with new roles and responsibilities. Whl.'reas
organizations need to carry out routine activities effectively and efficiently,
policy changes demand innovative management and organizations that go far
beyond "business as usual" practices.

CHARACTERISTICS OF INSTITUTIONS

Implementing policy reforms involves a daunting series of tasks in any set­
ting. The literature on implementation within the United States, for example,
is replete with studies documenting implementation difficulties. It is even
more difficult for organizations in most Third World situations. A study of
policy reforms in Ghana, a country that has been relatively successful in its
reform efforts, drew the following conclusions. "The pervasive administra­
tive weakness of the Ghanian state has greatly limited the program. It has
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affected policy fonnulation and, above all, implementation. Medium- and
long-tenn government planning has been almost nonexistent. Even basic data
gathering and analysis capabilities and accounting skills are very rudimen­
tary. The most effective refonn policies have been those that do not involve
direct adt,ninistrative action on a continuous basis."54 Similar problems exist
in Zambia. "Sheer administrative weakness can greatly threaten the effective
implementation of an adjustment program. One striking example was the
inability of the Zambia government over several years to collect bumper har­
vests of maize that resulted in part from increases of producer prices which
were part of the economic refonn package."55 Long-haul sectoral refonns
compound the problems by providing more opportunities for bureaucrats to
obstruct the refonns.56

Table 1.3 presents the characteristics of LDC governing institutions,
using categories similar to those in Table 1.2-perspective of country offi­
cials, political context, and institutional capacity.

Table 1.3 Characteristics of LDC Governing Institutions

Implementation
Easier Harder

Position ofCountry Officials

Perception that a crisis exists

Linkage between economic and political agendas

Political Context

Legitimacy of regime

Political institutions to mediate conflict

Institutional Capacity

Governing capacity
Bureaucratic routines and procedures

Bureaucratic norms encourage flexibiliiy

Staff trained in analytic and managerial skills
Institutions linking implementing units

Yes No

Yes No

High Low

Yes No

Strong Weak
Adequate Inadequate

Yes No

Yes Limited

Yes No

Position of Country Officials

Is There a Perception That the Country Faces an Economic Crisis?
Callaghy refers to the "trough effect" within LDCs, and argues that countries
that have experienced severe economic crisis, or the bottom of a trough, are
more open to wrenching changes.57 According to Horowitz, crises provide' an
opportunity for elites to exert an influence. "A disproportionate number of
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policies are adopted at exceptional times-times of crisis, times when there
is a strong demand for change, times when unusual events have immobilized
obstacles to new policy or drastically changed the composition of the deci­
sion making bodies. At such times, organized interests are frequently ineffec­
tive. Ideas for policy become important forces, and elites have a good deal of
freedom to put their ideas into operation."58

Are Officials Able to Link Economic and Politica"t Agendas? Sustained
economic development depends on the ability of political leaders to connect
economic restructuring with actions to address social and political pressures.
Without this linkage, economic developments can hurt some groups more
than others and lead to political opposition. "Liberalization without attention
to domestic political stability is likely to prevent sucGessful economic adjust­
ment."59 This connection was lacking in Zambia, for example, where politi­
cal elites failed to link the reforms to domestic political pressures, and "the
reforms threatened key elements of the ruling coalition, especially civil ser­
vants and the parastatals, and aroused considerable popular protest."60 Some
conclude there is a need for strong political institutions, a conclusion that
runs counter to other pressures to reduce the role of the state.

Political Context

How Legitimate Is the Regime? Many LDC regimes have had chaotic
political histories, with frequent periods of violence and hostile takeovers. As
a result, officials are preoccupied with security and are unwilling to encour­
age further participation or to delegate responsibility to new units. In sub­
Saharan Africa, strongman regimes have further weakened political institu­
tions, with their emphasis on "personal rule which corrodes bureaucratic and
legal. rationality and promote the misallocation of scarce public resources.
Such political decay discourages investment and productivity, thereby
impeding capitalist development."61 Hyden attributes the problems in gover­
nance in Africa to extreme personalism-the "supremacy of sanctioned arbi­
trariness."62 The wrenching irony is that personal rule is a response to the
lack of integration in these peasant societies, leading Sandbrook to ask with
some poignancy, "What will hold these societies together when the rulers
have little in the way of patronage to distribute?"63

Are There Institutions Available to Mediate Conflict and Hold Officials
Accountable? In addition, there are few alternative institutions within most
of these societies that can either check or support government agencies.
There are typically no effective opposition parties, no legislative accountabil­
ity, no active press, and a weak middle class and private sector. One result is
widespread corruption within bureaucracies and an accompanying alienation
and cynicism about bureaucracies among the public at large.64
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Institutional Capacity

Is There a Capacity to Govern? LDC institutions are notoriously weak.
Many were left totally unprepared for self-governance by colonial powers
and they inherited hierarchical and centralized institutions. These thrive on
routinized bureaucratic procedures and "going by the book" rather than prob­
lem solving. For the most part, regimes have retained these rigid hierarchies,
replete with stultifying red tape, and have even made them more cumber­
some by hiring unneeded civil servants as a form of patronage. At the same
time, according to Hyden, the problem is not an excess of bureaucracy, but
one that is completely inadequate to the task of governing.65

Are Bureaucratic Procedures Adequate? Many reforms depend on fairly
routine bureaucratic practices-the ability to collect information, communi­
cate with different units, get supplies to the right place on time, monitor
activities, and keep financial records. Such practices are particularly salient
with sectoral adjustment reforms that involve a number of agencies and other
organizations. Policies to reduce the number of civil servants, for example,
depend on having a list of government employees, a capacity for testing
personnel, and procedures for supervising and promoting individuals.
According to Dichter, these very basic procedures involving accounting,
recruitment, and personnel are the place to begin in improving capacity for
development.66

A well-documented case involving operational problems occurred in
Zambia in late 1986. Officials decided to remove price subsidies on breakfast
meal maize, the type purchased by the middle class, while retaining subsidies
on mealie meal, the type purchased by the poor. The problem was how to
manage the subsidy payments. The proposed system required millers to buy
all their maize at the full price. The government would give them a subsidy
for the maize they ground into mealie meal. The millers knew that the gov­
ernment had no procedures to pass on the subsidies and so they· chose to
grind all the maize into breakfast meal, for which they knew they could get
the higher price. The result was higher prices for the breakfast meal, a severe
shortage of mealie meal, and major riots in several areas.67

Do Bureaucratic Norms Encourage Flexibility and Programmatic Think­
ing? Typically the nonns within LDC organizations discourage innovation.
Officials are not used to thinking of policy as a way to solve problems or of
implementation in terms of performance. They do not think programmati­
cally or relate separate projects to broader program goals. They tend not to
be risk takers or to consider and compare alternative strategies. They are not
accustomed to rewarding performance or to linking salaries and job level
with performance.68
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Are Staff Trained with Relevant Analytic and Managerial Skills and in
a Position to Use Them? In general, there is a dearth of well-trained people
to work in agencies. Those who are trained find salaries in the public sector
far too low and· find work elsewhere. If they do work in the public sector,
they are not well used and end up supervising large numbers of lower-level
civil servants in doing routine tasks.69 The very low pay. scales in most of
these countries tempt them to use their jobs to exact private payments, with
the result that graft flourishes throughout the system.70

Are There Procedures to Link Implementing Units? Interministerial coor­
dination is always difficult, but few LDCs have procedures for linking offi­
cials, particularly at the midlevel where many operational decisions are
made.

The discussion indicates that most LDC governing institutions fall
toward the right of the dimensions in Table 1.3. The result is that implemen­
tation is exceedingly difficult. It· is hard for officials to link economic and
political agendas, there are limited mechanisms for resolving conflicts, and .
there is a very limited capacity for the routine activities of governance.

CONCLUSIONS

Policy changes associated with structural adjustments are characterized by
uncertainty and frequently by nonns and expectations that run counter to the
policy goals of country officials. They are also fraught with political perils
and place enormous demands on government agencies. At the same time, the
existing governing organizations are notoriously ill-suited for dealing with
these demands-for promoting changes, for remaining flexible, for experi­
menting' for adopting a problem-solving mode, and for working creatively
with groups in their environment.

Given these evident problems, is it reasonable to assume that LDC offi­
cials, even with external assistance, can successfully design and adopt the
kinds of changes required to carry out policy refonns? Chapter 2 lays the
basis for answering this question by examining the lessons of the policy
refonn efforts to date, and considering to what extent participants are learn­
ing from these lessons, and what problems they continue to face in doing so.
The remainder of the study proposes a strategy for pursuing change that
specifically draws from these lessons. Chapter 3 compares strategies for
addressing the lessons and proposes a process approach to change that draws
from strategic thinking and management. Chapter 4 turns to the fields of pol­
icy analysis and management theory and suggests that a strategic approach to
policy reforms should be based on an inquiry approach to analysis. Chapter 5
continues the description of the process by discussing various techniques for
putting the process in place.
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Lessons for
Implementing Policy Changes

Experiences with policy refonns over the past decade offer a number of
lessons about designing, implementing, and assisting economic changes.
Some were learned from painful failures, others from more successful
efforts. This chapter reviews these, looking both at lessons for country offi­
cials and for external parties offering assistance.

Economic Policy Reforms Offer
Necessary But Insufficient Incentives to Change

Externally assisted refonn has a long history in LDCs. Early efforts used
transfers of resources, new technology, or training to promote development.
Later there was more attention to political and bureaucratic refonns.I Recent
refonners are correct that policy incentives are critical ingredients in the
development process, that "getting the prices right" is essential. Fanners are
unlikely to use a new technology if policy keeps commodity prices low. Sim­
ilarly, entrepreneurs are Unlikely to undertake risks if central government
rules discourage investments. Policy incentives are particularly effective in
stimulating people to protect natural resources. According to property theory,
for example, individuals will conserve property when it is removed from the
public realm and they can benefit directly from their conservation efforts.2

Individuals also respond 'to social and political incentives, however, and
an economic emphasis on price incentives is incomplete. A study of agricul­
tural policy changes in Senegal in 1984 found that higher prices do not nec­
essarily lead to more production. Peasants were more concerned with reduc­
ing risks than in increasing their cash income and therefore planted a variety
of crops irrespective of market prices. Cultural practices also had an influ­
ence. Senegalese peasants do not view millet solely as a cash crop. They
grow it partly for its subsistence value and also to fulfill communal and reli­
gious commitments. In this case, price increases to stimulate production do
not have as great an effect as economists assume.3
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The debate about the sufficiency of macro policy changes is illustrated
by efforts to explain why the East Asian newly industrializing countries
(NICs) have been so successful in pursuing economic growth. Early esti­
mates attributed growth rates to market incentives and the emphasis on
exports. Recent research, however, notes the strong national commitment to
economic growth in these countries and the equally strong presence of the
state in brokering access to capital and technology and in implementing the
reforms.4 Other research suggests that land reform and local institutions help
to explain the economic success of the NICs. Korten points to the extensive
development of local institutions in these countries, to their land reform poli­
cies that gave people throughout the society a stake in economic change, and
to the strong role of the government in promoting education.5

Refonns Have to Reflect Particular
Social, Economic, and Political Contexts

Despite evidence that price incentives and market arrangements enhance
development, there is no single package of reforms that can be applied across
the board. Mosley's study of Kenyan agriculture demonstrates that produc­
tion problems in that country did not stem from overvalued currencies, from
pricing policies, or from taxes on exports, despite the predictions of orthodox
economics. A close study of events shows particular problems unique to
Kenya, many of which can be traced to past donor practices.6 The above dis­
cussion of farming in Senegal indicates the importance of cultural and social
practices. Earlier discussions about the political rationality of reforms sug­
gest that particular political circumstances need to be considered. Based on a
review of twelve cases where reforms were attempted, Grindle and Thomas
add that particular circumstances offer different kinds of opportunities, and
officials should take advantage of these.? Donors are getting the message.
The World Bank, for example, increasingly relies on in-depth, country­
specific, studies, known as "country economic and sector work" (CESW).8

Attention to social and political issues, however, remains very uneven.9

In his review of institutional analysis carried out by the World Bank, Paul
emphasized that donors continue to have a technical bias. "In general, insti­
tutional diagnosis [in Bank studies] focused on the technical aspects of serv­
ice delivery and of institutions. . . . The impact of interest groups on the
workings of the institutions, the likely resistance to reforms from the political
or bureaucratic fronts and an assessment of the risks involved in the pro­
posed reforms seem to have been neglected."lO Lancaster observes that
although many donor officials recognize the importance of different con­
texts, they still assume that "the same kinds of reforms will have roughly
similar impacts in different societies; and that policy reforms can, with
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enough time, work to promote recovery and growth." She counters that
political economists, less universalistic and less optimistic, have an impor­
tant perspective to offer. "They view government structures and policies as
reflective of historical, social, and political phenomena, including conflicts
among ethnic, regional, or economic groups and classes for power."ll

Interest in political contexts has been heightened by the growth of new
democracies and their vulnerability to. popular discontents. Government offi­
cials have to balance domestic groups while mediating between internal
groups and international bodies. Because these are difficult tasks, refonners
need to temper their expectations and not expect too many changes at once.
Heightened expectations in new democratic regimes give new leaders little
room in which to maneuver.I2 Those who want to pursue both democracy
and economic development have to first develop trust in the state through
policies that contain prices and promote participatory institutions.13 Linden­
berg uses four measures of political success: remaining in office, handling
social conflict, passing stabilization measures, and protecting the most vul­
nerable groups. Costa Rica, South Korea, and Zimbabwe are among the few
that have met all four of these criteria.I4

There Is No Single Economic Orthodox
Solution; Different Perspectives Can Be Valid

Both of the above lessons challenge the belief that a single economic ortho­
doxy applies to all situations. A review of refonns in eighteen countries
documents that economists hold different views about development.
Economists, for example, differ about the causes of inflation and the respec­
tive influence of monetary and structural forces. The IMP and World Bank,
however, tend to overlook such differences. They generally discount struc­
tural factors and assume that monetary policy explains inflation. IS The Eco­
nomic Commission for Africa (ECA) counters that factors such as weather,
commodity prices, and the debt situation also need to be taken into account
in explaining economic patterns.16

The lesson is th;lt alternative views may reflect honest disagreements
about local issues and are not necessarily defensive postures governed by
political self-interest. Paul Streeten, for example, warns that "economics is
not a science" and that donors and local officials can reasonably disagree on
a number of points. It is reasonable 10 differ about the likely effects of de­
valuation or of increases in oil prices. Streeten continues that there are a
number of reasons for the differences. Political officials ascribe to a variety
of values at the same time, whereas donor officials are more narrowly
attuned to the value of efficiency. The two groups also have different time
horizons, which in tum produce different views about affordable risks. 17
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Joan Nelson describes the range of the debate. "Many economists have
doubts about how fast and far export promotion and import liberalization
should be pushed in particular countries, nor can small countries' concerns
about food security or broader vulnerability to international shocks be lightly
dismissed. And despite the new global consensus that extensive central plan­
ning works badly, there is room for wide variation in views and practice
regarding the appropriate role of the state in the economy." The differences
are even more apparent with sectoral adjustments and investment strategies.
Usually there is widespread consensus that stabilization and macroreforms
are desirable. "But when the agenda broadens to include structural changes
and medium-term development strategies, different views regarding goals,
values, and priorities become salient and technical consensus wanes."18

Those Implementing the Reforms Need to Have Some
Discretion for Adjusting and Sequencing the Changes

Since local circumstances influence how reforms will be played out, success­
ful implementation of the reforms requires taking these differences into
account. Those in charge of implementing the reforms need to have some
discretion for adapting them, since implementation problems may indicate
poorly formulated policies. An external review of activities by the United
States Agency for International Development (USAID) commends the
Agency for promoting flexibility. "Lessons learned from planning and imple­
menting past projects and programs have led to calls for less pre-planning
and more flexibility to change activities during project implementation. Crit­
ics argue that excessive pre-planning leads to problems because plans may be
over four years old before being initiated or there may be a reluctance to
change pre-planned activities despite significant changed circumstances.
'Rolling designs' have been proposed as an alternative. In these: an activity,
though still planned in advance, can be changed by its implementors to
respond to local capabilities and constraints."19

This lesson has caveats attached. Community elites can hijack policies,
and bureaucrats and political officials can reorient them to suit their immedi­
ate purposes. The hybrid reforms and sectoral programs described in Chapter
1 provide multiple opportunities for groups to coopt or divert policy changes.
"Rent seeking" is a constant temptation. When a good is supplied below its
real market value, rents can easily be charged by those who control the sup­
ply, whether public agencies, businesspeople or farmers. "Rents can also be
derived where government regulatory policies limit business activities: e.g.,
rights to cut timber, permits to manufacture certain products, entry to the
civil service. [Such limits] produce an artificial shortage, or even monopoly,
of the good or service and substantial profits· to those who can secure a
license. "20
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Strong State Support Is Needed to Make the
Reforms Work; The Point1s to Change the Role
of the State, Not Necessarily to Reduce It

Many of the refonnproposals try to reduce the role of the state and rely more
on the market. States, however, have played a major role in promoting eco­
nomic development. Karl Polanyi and Douglass North are among those who
show that the rise of capitalism in the West benefitted from strong state
actions.21 Recent studies confinn that many of the most striking cases of eco­
nomic refonn have taken place in countries with strong states. Chu finds that
South Korea's "economic miracle" was partially a product of a strong state
presence. The bureaucracy had a coherent ideology, there were policy net­
works linking the bureaucracy with the private sector, and social groups
expected the government to stimulate a strong economy.22 Callaghy stresses
links with social and economic forces and notes that the "success or failure
of adjustment efforts depends on a government's ability to insulate
itself-and· buffer against and adjust to-threatening political, societal, and
international pressures." Chile and Mexico are countries that were able to do
this, but most sub-Saharan countries in Africa have not managed this balanc­
ing act.23

The growing interest in the role of the state has sparked a search for dif­
ferentmodels of state activity. The Nordic social market model includes a
strong and unencumbered private sector with state responsibility for develop­
ing human resources and providing safety nets.24 A second model is repre­
sented by small European democracies such as Austria that pursue a liberal
foreign trade but rely· on the government to subsidize domestic investment
and maintain full employment.25 These countries all have strong democratic
political institutions that are able to hold the state accountable. Since these
are lacking in many LDCs, the above models have to be adopted judiciously.

Reformers Need to Develop Alternative Institutions
and Look for Opportunities to Devolve Responsibility
for Programs to Other Units

This lesson is an important corollary to the need for a strong supportive state
and the value of discretion during implementation. There is a value in devel­
oping and supporting institutions throughout the society, particularly in the
private and voluntary sectors.· Korten, Uphoff, and Esman are among those
who have written extensively about the need to mobilize community groups
and work through local organizations to reach the poor and to counter the
rigidities of public bureaucracies.26 Public choice· theorists draw similar
lessons. Diffusing authority and stimulating competition are ways to avoid
the debilitating red tape and rent seeking associated with bureaucracies.27
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These points were originally made in the context of project assistance, but
they are equally applicable to the current emphasis on program funding and
hybrid refonns.

Donors are caught in an interesting paradox-they try to both limit the
role of the state in the economy and strengthen the capacity of the central
planning units of the state to implement refonns. This lesson emphasizes the
need for a variety of public and private institutions with the capacity to carry
out policy refonns. It warns that in situations where political institutions are
weak, centralized authority can be cumbersome and stifling.

Political Leadership Can ·Promote Change

Traditional studies of LDCs emphasize the overwhelming constraints, both
internal and external, on independent political action. Yet there is evidence
that leaders can bring about change. Cases indicate that policy elites are not
merely brokers of different interests. Nor are they necessarily obstructionists
or passive players in the reform process. Government officials do take
actions that bring about changes to promote economic development in their
societies. Elites are able to shape the process to some extent, even as they
have to work within the constraints of the social and economic setting.. One
review of cases concluded that leaders "often articulated goals for their soci­
eties and for the activities of the state. Goals frequently reflected the predis­
positions of decision makers which were in tum often influenced by bureau­
cratic positions, professional training,. and experiential learning. The cases
also indicate that policy elites represented the concerns of a particular regime
and shared a sense of the importance of regime survival and their own
responsibility for it."28

The countries in which leaders have been most successful in promoting
refonns experienced a devastating economic crisis. Crises change the politi­
cal calculus of officials. According to Grindle and Thomas, in crisis situa­
tions, regime survival and international pressures playa larger role than they
do in noncrisis situations.29 Ghana, Costa Rica, Sri Lanka, and Guinea illus­
trate countries where severe crises have set the stage for broad acceptance of
major changes. It is important, however, that leaders move decisively to take
advantage of what is usually a rather brief grace period,3o Officials do not
necessarily perceive a crisis even if there is one. Callaghy observes that offi­
cials in sub-Saharan Africa, in particular, do not generally appreciate how
marginal they have become in the international economy, and this failure
prevents them from facing their economic problems.31

Conditionality Has Not Been
Effective and Generates Resentment

Conditionality does not have a very positive record in promoting refonns,
and it involves very intrusive monitoring that can become a major irritant,32
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Conditionality works best for specific actions that can be carried out fairly
easily and quickly; it works less well for longer-range sectoral adjustments.
The problems can arise during implementation. Political leaders may agree
to conditions in order to receive needed funds, but administrators whose sup­
port is necessary to implement them probably have fewer incentives to
adhere to them.33 Interestingly, conditionality encourages donors to inflate
their analyses of the prospects for recovery. The IMP pretends that the funds
can be repaid within its time limits while the Bank tends to be optimistic "to
encourage the government and perhaps to promote more financing from
bilateral and commercial sources." Such overoptimism leads to shortfalls
which further discredit officials and erode public confidence.34

Further, conditionality causes resentment. Even if they perceive· a crisis
situation, and even if they agree on the general outline of needed refonns,
country officials often resent the role of external bodies. Callaghy's descrip­
tion of Ghana, a country that has been relatively successful in implementing
refonns, makes the point. "The Fund, Bank, and donor countries believe that
expatriate personnel and their skills are necessary to ensure that their funds
are used wisely. The World Bank, for example, sent more than 40 missions to
Ghana in 1987. Without much of this expatriate work, the adjusnnent effort
would not have progressed nearly so far, but a real political problem has
been created in the process. The often intense resentment of the role of ex­
patriates has clearly identified the program with external actors and weak­
ened its legitimacy among key groups in Ghana."35

This fear of intrusiveness has increased as donors have moved from
project-based assistance to program lending, a move that forces them to
become more involved in internal policy choices. Efforts to improve the
capacity of the ministries of finance and planning in Zambia, for example,
were deeply resisted because officials did not want expatriates to interfere in
these central policymaking bodies.36

Dialogues. as Two-Way Exchange
Can Improve the Prospects of the Reforms

Participation in a dialogue encourages greater commitment by local officials.
There are other reasons for dialogues also. Local officials are an important
source of contextual infonnation and need to have a major role in shaping
the choice of economic policies and the sequencing of the changes. Dia­
logues provide an opportunity to consider alternative perspectives on eco­
nomic change. Donors are apt to view dialogues as occasions for educating
local officials about neo-orthodox approaches. Given the lessons in this
chapter, they are qetter seen as opportunities to explore options.37 The earlier
lesson that there are a number of valid models of economic development
assumes that dialogues provide an opportunity for mutual exchange about
key problems as well as for educating participants about solutions.
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Donors have adjusted their procedures to' encourage more genuine dia­
logue.38 -A World Bank study urges that "government officials should be
fully involved, and Bank officials should, where appropriate, support the pro­
cess of consensus building through seminars or other means." The Bank
relies increasingly on Policy Framework Papers (pFPs) "developed by gov­
ernments in close collaboration with the Bank and the Fund."39 Even when
formal statements are' didactic, actual conversations are more open and
"Bank personnel show far more uncertainty and realization that actual deci­
sions are complex, imperfect choices with no unique right answers."40 Sec­
toral reforms also offer an opportunity to negotiate about packages of
reforms and sequencing, items that are harder to raise in a "quick-fix"
scenario.

There are a number of proposals for improving the dialogue process.
Lindenberg suggests several: begin with the easier issues, and those where
there is more consensus; bring together donor officials with opposing inter­
ests; look for areas where donors can be flexible; educate country officials
about donor decision processes.41 Nelson wants to include more parties,
develop new channels; and ensure that the conversations are two-way.42
Kahler recommends including those both above and below the key operating
ministers who are usually involved. He also proposes joint research on key
issues by Bank staff and local government agencies, the use of neutral out­
side experts, and stronger donor missions in-country.43

Donors Are Often Part of the Problem

Several donor characteristics impede genuine dialogues. International finan­
cial institutions are under severe pressures to move money, and the result is
"urgent, high-stakes negotiations." Instead of encouraging genuine dia-

.logues, the pressures "create strong incentives for what Callaghy calls 'ritual
dances'-in which hard-pressed governments tell international institutions
what they have been instructed to say, and the institutions in tum pretend to
believe what they hear."44 In addition, the IMP and Bank spend a lot of time
trying to arrive at a consensus between themselves, giving them less room to
negotiate with country officials.

An analysis of reforms in Kenya notes that donors emphasize manage­
ment weaknesses within the country to explain reform failures, especially the
inability of public agencies to spend their funds. A closer analysis suggests
that such financial problems span four analytically separate issues, not all of
which are internal. (1) Kenyan accounting procedures are inefficient and can
cause delays. (2) The government does not have funds in its recurrent budget
to handle a problem. (3) Donor conditions impose delays. Increasingly,
"timely. disbursement of money is prevented by disagreements between
donor and recipient over matters of more general economic policy."45
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(4) Macroeconomic conditions lead to severe budgetary shortfalls.
Internal procedures and external demands for accountability also make it

hard for donors to allow flexible and open-ended reform plans. They are
under considerable pressures to produce immediate and clear results. As a
recent study of assistance observed, "All organizations tend to avoid such
complexity; those in the public eye, with little external support, have all the
more reason to emphasize activities where they have some reasonable· and
predictable chances of success."46 These pressures explain the preference for
narrow, technocratic activities, rather than more complex institutional
changes. Donors fmd it easier to work with technocrats from host countries
and encourage such people to assume responsible positions at the expense of
those who have come up through political channels.47

An experience in Haiti illustrates the problem when well-intentioned
rules interfere with institutional change. An expatriate contractor for a donor­
funded education program worked closely with a group of educators in Haiti
to design a plan to improve private education in that country. The group not
only. contributed to the design but mobilized considerable political support
for the project. Donor regulations, however, specified that there would have
to be an open, competitive bidding for a contract to implement the plan.
USAID officials within Haiti noted, however, that such a process would
undermine the group that had invested so much and would "seriously threat­
en our working relationships in this politically charged environment." A
compromise was reached, but the incident illustrates how easily procedural
trequirements can impede local responsibility for development.

Table 2.1 Lessons from Experiences with Policy Reforms

Economic policy reforms offer necessary but insufficient incentives to change.

Reforms have to reflect particular social, economic, and political contexts.

There is no single economic orthodox solution; different perspectives can be valid.

Those implementing the rerorms need to have some discretion for adjusting and sequencing the
changes. .

Strong slate support is needed to make the reforms work; the point is to change the role of the state, not
necessarily to reduce it.

Reformers need to develop alternative institutions and look for opportunities to devolve responsibility
for programs to other units.

Political leadership can promote change.

Conditionality has not been effective and generates resentment.

Dialogues as tWo-way exchange can improve the prospects of the reforms.

Donors are often part of the problem.
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Conclusions

The process of inducing economic development involves both macrolevel
economic policy changes as well as broad institutional changes throughout a
society. How does one go about promoting these kinds of change, particular­
ly in. weak and fractious regimes? It is not possible to identify ahead of time
the exact problems or the best strategy for all settings. Rather, these need to
grow out of an analysis of the local situation and the demands of the particu­
lar policy task. The social, economic, and political context is critical. Those
in charge need to take this setting seriously, anticipate the problems it poses,
and look for possible opportunities. Policy changes are more apt to be appro­
priate to the situation and have a better chance of being implemented if local
officials are part of the planning process and if alternative perspectives are
taken seriously from the outset.

The following chapter examines strategies for introducing change and
proposes a process for designing and implementing policy refonns. Although
LDC' officials and international financial instinltions are beginning to address
the problems posed in Chapter 1, the results are uneven. The proposed strate­
gy suggests a way to address the lessons in this chapter more systematically.
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A Strategic Process
for Implementing Change

MODELS FOR IMPROVING IMPLEMENTATION

Clearly it makes a difference how policy reforms are implemented. Tradi­
tionally, those working in the field of development administration defined
implementation as a problem in organizational capacity. From this perspec­
tive they recommended training, technical assistance, and structural changes
such as decentralization. The development community has since begun to
redefine implementation. Instead of emphasizing capacity in and of itself,
people are asking, "What kind of capacity is needed to stimulate economic
development in a particular setting?" This more pragmatic formulation
defines capacity for implementation in· terms of how well units perform.
Instead of stating a priori what capacities, strategies, or structures are needed,
it asks how to accomplish an intended result.! This approach. to implementa­
tion is particularly appropriate for policy reforms, since many reforms chal­
lenge traditional views of capacity.

There are several versions of a performance-oriented approach. This
chapter compares several that have been particularly influential in under­
standing development activities and considers how useful they are for policy
reforms. They include public choice theory, contingency theory, management
science, incrementalism, and socialleaming theory.

Public choice theory evaluates implementation according to how effi­
ciently services are provided and how well they reflect individual prefer­
ences. The theory compares rules or institutions for determining what it is
that people want and for translating preferences into collective choices. It
assumes that individuals pursue their economic self~interest in the political
arena just as they do in the marketplace. This assumption allows one to pre­
dict how individuals will behave under different institutional rules and for
different policy issues. One then looks for institutions that encourage effi­
ciency'and responsiveness.

The theory predicts that officials working in public institutions have lit-
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tle incentive to be efficient. Not only are their budgets loosely related to their
performance, it is difficult to measure and monitor results. In addition, poli­
cYmaking and implementation are subject to transaction costs. It costs time
and energy to make decisions and deliver services, costs that increase with
the number of people who are involved.2 Policies implemented through pri­
vate or decentralized or competitive institutions are more apt to be respon­
sive to particular preferences and more apt to be efficient. Even if govern­
ments decide to make services available and fund them, they can still tum to
other, usually smaller, units to produce them. Marketlike exchanges also
reduce corruption since they make it more difficult for public officials to cre­
ate artificially scarce goods by curtailing their supply (rationing import
licenses for example) and charging rents (or inflated payments).3

Elinor Ostrom and her associates have applied the theory to policies to
improve rural infrastructure. For example, they observe that it is difficult to
develop adequate roads in rural areas. Resources are scarce and roads are dif­
ficult to maintain. According to the theory, implementing road systems
depends on two kinds of institutional incentives: to generate resources and to
encourage their maintenance. An appropriate institution would inform bene­
ficiaries about the benefits they will receive, require them to contribute
resources of their own, commit them to maintain the facility over time, and
allow them to participate in designing and monitoring the system. They
review case studies of infrastructure in LDCs and conclude that "where the
economic incentives are sufficiently strong, relatively small groups of users
are capable of ensuring that road maintenance is performed."4

The theory has stimulated some of the more innovative thinking about
LDC institutions. It has proved to be particularly provocative in emphasizing
the importance of analyzing institutions and in proposing a theory for com­
paring institutional alternatives. In general, it recommends institutions that
are decentralized and that provide voluntary, communal alternatives to cen­
tralized public authority. It is also useful in urging that those who benefit
from policies should assume some responsibility for them.

Public choice is inadequate as the sole guide for designing institutions,
however. It assumes that people have fixed preferences and that they are
governed primarily by economic self-interest, despite evidence that prefer­
ences change and that people respond to a number of different sentiments.5 It
also assumes that competition is sufficient to hold separate organizations in
check, and it thereby underestimates the power of elites and structural condi­
tions in a society. Its predetermined body of theory and single criterion of
efficiency limits the kinds of concerns that individuals take into account in
making institutional choices.

Contingency theory, highly influential within organization studies, is a
second pragmatic approach to implementation. It urges that an organization's
structures should be matched to the type of task it performs and to the pres-
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sures in its environment.6 Samuel Paul has been particularly creative in
applying contingency theory to LDC settings. Most development tasks, he
urges, are characterized by uncertainty about the best way to proceed, and
are carried out in a rapidly changing and often nonsupportive setting. To
match these characteristics, managers have to be flexible and adapt their
organizations to their tasks and settings.7

Contingency theory is useful because it emphasizes the context in which
development changes are carried out. It also appreciates that policies require
appropriate arrangements rather than a single organizational solution for all
situations. It offers valuable insights into the kinds of organizations that are
fitting to specific policy changes., Nevertheless, contingency theory is an
incomplete guide to implementing policy changes. It relies on very general
directions' such as telling managers to be more flexible when their policies
are complex and their settings are uncertain.s It is not based on a theory of
behavior that explains why people would adopt their tasks and organizations
to the setting. Finally, because contingency theory emphasizes adaptation, it
is not so useful in changing a situation. (The approach proposed in this study
draws on contingency theory but relies on an enquiry process rather than a
prescriptive theory to detennine the "contingencies.")

Management science offers a third approach, sometimes pejoratively
referred to as "blueprint management." It prescribes rational analysis to set
goals and establish clear guidelines and then relies on management to hold
members accountable to these goals. "As its name implies, it suggests man­
agement by a preconceived, ordered plan. Borrowed from the world of engi­
neering, it is an approach that defines a problem, cites objectives, chooses
solutions, puts together resources, implements the plan and evaluates the
results. It is hierarchical in structure and works from the 'top down."'9 For
some, scientific management is particularly relevant to the structural adjust­
ment process because of its emphasis on setting clear objectives and moni­
toring perfonnance. It is implicit in many Bank studies of central ministries
of finance and planning. These generally attempt to strengthen the capacity
of central ministries to design rational policies and monitor whether min­
istries carry out the policies.10

This approach is too readily dismissed as inferior to more participatory
approaches. Managers clearly need more technical skills, and organizations
need more rational procedures, both of which are associated with this
approach. ll The approach also appreciates that strategic goals and objectives
can be used to generate change in a system. At the same time, Brinkerhoff is
right when he warns against a "management fix" to replace the earlier search
for a "technical fiX."12

An analysis of reform efforts in the Ministry of Rural Development
(MDR) in Guinea illustrates the kinds of problems raised by scientific man­
agement approaches. The report reviewed a donor-funded study of the MDR
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and criticized its emphasis on rigorous analysis in central· ministries at the
expense of improvements in the operational capacity of program ministries.
The donor study adopted a rational approach to analysis and management
and defined capacity building as top-down control.· In doing so, it ignored
interaction, feedback, and adaptation throughout the system~ Monitoring, for
example, meant gathering predefined data rather than learning about policy
results. As a result, the. report concluded that the donor study offered little
help in making ongoing adjustments.I3

A variation on this approach comes out of the implementation literature.
Because programs are seldom carried out as they were intended, the planning
process should anticipate implementation problems. Since it is hard to
change organizational behavior, designers should plan on modest changes;
reorganizations and the number of actors should be kept as simple as pos­
sible; implementation problems should be anticipated from the outset; and
implementation should be given over to those who are sympathetic towards
the policy goalS.14 This model has been adopted in much of the literature on
managing development activities. Arturo Israel, for example, urges that the
evident weaknesses in LDC bureaucracies and the enormity of the develop­
menttask make it important to keep tasks as simple and focused as possible
and to set clear objectives.I5

A rather different approach prescribes incremental adjustments to exist­
ing policies. Based on a widely respected body of theory, incrementalism
predicts that iIldivi~uals and organizations tend to continue what they are
presently doing with:only small adjustments. Instead of driving the process,
goals often emerge ,during the implementation process. Moreover, these
observers add,incremental adjustments not only describe what exists in real­
ity, but marginal changes are the best way to carry out policy since larger
changes may only make matters worse.I6 Those in· control, the presumed
experts, too readily believe they have the answers. They are less apt to do
irretrievable damage if they make small changes rather than large ones and
look for chances to experiment, collect feedback, and mak~ adjustments.I7

There are problems in relying solely on an incremental approach to carry
out policy reforms, however. First, [mancial problems in LDCs are critical
and immediate, and incremental adjustments are unlikely to deal with the
severity of theproblems. Second, incremental adjustments made during peri­
ods of financial crises may only make things worse. Charles Levine reports a
piece of evidence based on a study of police departments in the United States
facing financial crisis. Officials responded with across-the-board incremental
adjustments such as deferring maintenance or freezing operating expenses.
These actions only made things. worse in the long run, however. The·reduc­
tions eroded the quality of the workforce, avoided difficult choices, and para­
lyzed decisionmaking.18

Socialleaming theory offers yet another approach to implementation. It
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begins with a nonnative statement.that development should enable all mem­
bers of a society to make choices about their futures. Implementation, there­
fore, has to engage implementors and beneficiaries alike in a planning and
monitoring process.19 It is also important to mobilize local communities to
generate "social energy" and enable people to have greater influence over
their lives.2o The social learning model is similar to public choice theory in
two respects. It assigns responsibility for policies to those who have the
greatest interest in seeing that they are carried out, and· it is suspicious of
bureaucrats who are not closely linked to local communities. Their method­
ologies are significantly at odds, however. Whereas public choice theory
relies on a limited set of assumptions about behavior in order to develop a
predictive theory, social learning theory is more interested in stimulating new
behavior to emerge in a situation. It has been particularly appealing to volun­
tary organizations in developing a strategy for promoting small-scale devel­
opment activities at locallevels.21

.A PROCESS APPROACH FOR
DESIGNING AND EFFECTING CHANGE

To summarize the argument thus far: Developing countries are facing critical
financial problems and experiencing severe economic decline. Policy
refonns to liberalize economies have been proposed and in some cases have
been put in place. While results are uneven, many of the refonns are proving
difficult to implement and sustain. Further, sustainable economic develop­
ment requires supporting investments and new institutional arrangements,
ones that will significantly change how activities are designed and carried
out.

In the meantime, there is no general, prescriptive model that observers
and practitioners can rely on, although several provide important insights.
These include the prescription in public choice theory to diversify the institu­
tions that provide services, and the argument based on contingency theory
that strategies and organizational structures should be appropriate to one's
task and situation. They include the prescription in management science for
skilled analysis, the argument in implementation theory that goals can sim­
plify and guide a complex process, the prescription from social learning
theory that all those with an interest in a policy need to be involved in shap­
ing it, and the obselVation from incrementalism that implementation pro­
ceeds best by adjustments and learning from experience.

Officials and practitioners continue to draw from a number of theories,
and the development field has been unwilling to settle on anyone of them.
Increasingly, those involved in policy changes are adopting a process
approach to plan and carry out policy changes. A process that directly
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involves interested parties has several advantages. It provides officials with
an opportunity to draw from any of these implementation strategies and to
select those that help them cope with their situations. It ensures that officials
will assume responsibility for designing appropriate policy responses and
implementation strategies. It provides a mechanism for collaborating with
those who have 'pertinent infonnation and those who can provide useful ana­
lytic and technical assistance.

Consider an example in which officials have to implement a policy
towards parastatals. Citing widespread evidence of inefficiency, international
organizations typically attach conditions to their loans, requiring officials to
liquidate parastatals and tum them over to the private sector. According to
John Nellis, however, it would be far better if advisers helped officials devel­
op a process for deciding what to do with the parastatals. The process would
provide an occasion for diagnosing the problems with particular parastatals.
An effective process would enable them to examine the role of the para­
statals in the local economy, to select which should be privatized, to market
these, to handle sales or leases, and to ensure that credit is available to poten­
tial buyers. Such a process could also introduce the analytic tools from such
approaches as public choice theory or management science as resources for
officials.22

The lessons in Chapter 2 suggest that those involved in a process to
design ways to implement policies need to do at least three things: generate
new ideas, take the immediate context into account, and deal with the limita­
tions and differences in views about economic development. Strategic analy­
sis is a resource for designing a process that accomplishes these three tasks.
It is a fairly common-sense technique for instituting change by diagnosing
problems and developing a way to cope with them. As used here, it is a
broadly conceived process that brings together a number of parties to assess
the problems and opportunities in the immediate situation, set priorities,
develop an appropriate policy, and design strategies to implement it.

Strategic management was developed in the United States, primarily for
large private corporations.23 It is often associated with sophisticated analysis
and precise measurable objectives, and in this form it can easily overpower
the capacity of many institutions. According to one study, local governments
in the United States found it was either too difficult to carry out or the rec­
ommendations were sidetracked by bureaucrats reluctant to change.24 Strate­
gic implementation is used here in a more generic sense. It is not bound to a
specific methodology but refers to an approach or way of thinking about
designing and carrying out policies. The difference is captured in a definition
by the International Labour Organisation. "Strategic management is not a
privileged domain of the most advanced institutions nor is it a set of rigid
rules: it is a concept, a state of mind, which can be applied in any environ­
ment and at any stage of development if the institution is prepared to tackle
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fundamental questions concerning its purpose, objectives, orientation,
resources, competence, performance and effectiveness. If there is a determi­
nation to address these crucial issues, a convenient opportunity and way can
always be found even in young and less-experienced institutions."25

Those involved in a strategic process diagnose the problems and oppor­
tunities in their environments and then identify a pUlpose and a strategy for
achieving it. Strategic purpose as a concept is particularly appropriate for
coping with severe economic problems. It was developed for situations
where managers found that their environments were changing and complex
and even hostile to their efforts. It assumes that those responsible should go
on the offensive as it were, look for opportunities to be effective, and even
influence their environment by strategically looking for opportunities to
innovate.

Strategic thinking is appropriate where incremental adjustments are
inadequate. The study of fiscal crises cited earlier found that in times of fis­
cal stress, marginal changes can create new problems. It distinguished among
four kinds of situations according to how severe the crisis was and whether it
was short- or long-range in nature. When crises were not too severe or were
short-term, incremental management adjustments were possibly adequate.
Where the fiscal problems were long-range and severe, as is true in LDCs,
units found they. had to make more drastic changes such as redefining their
missions, .reorganizing their internal structure, and finding new ways to
deliver services.26 It does not simply try to improve the capacity in the gov­
ernment. Indeed the task and situation may suggest it would be better to
diversify tasks to other units and help to build their capacity instead.27

The version of strategic analysis proposed here, however, does borrow
from incremental theory. In some cases it makes sense to establish clear
goals and objectives. At other times participants will find it more useful to
think of broader visions and purposes and then explore ways to achieve
these. Often "a good policy idea is the result of a stream of experience, not
the starting point. ... Because we cannot know the results of our ideas, we
need to try them out in action and learn from experience; based on that learn­
ing, we may need to modify not only our actions but also the policy idea and
the original objectives."28 Participants may begin with a strategic purpose
rather than a well-defined policy and then "manage by groping along."
According to Robert Behn, "an excellent manager has a very good sense of
his objectives but lacks a precise idea about how to realize them. . . .
Despite years of experience and study, even the best manager must grope
along. He tests different ideas and gauges their results. Then he tries different
combinations and permutations of the more productive ideas."29 In this way,
a strategic purpose is combined with experimenting and adjusting.

Strategic processes challenge a vast literature that documents the diffi­
culty of bringing about change, particularly in situations that are starved for
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resources and riddled with corruption. It also· counters many who say that
significant change in any organization is virtually impossible, that responsi­
ble parties are more apt to be self-selVers than problem-solvers. Although the
implementation problems discussed earlier confirm that individuals are
loathe,to change; there is a growing accumulation of cases where individuals,
particularly in crisis-ridden settings, have systematically tried to bring about
change.. This study is grounded in these actual efforts and is addressed to
those who are trying to introduce new ideas and approaches.

A FRAMEWORK FOR A STRATEGIC PROCESS

There are two ways to design a strategic approach to policy design and
implementation. One stresses team building, workshops, consultations, and
consensus building. It incorporates a broad array of knowledge and senti­
ment and motivates those who will be carrying out the plans by involving
them in designing strategies.30 A second approach pays more attentionto the
cognitive aspects. of the strategic planning process and prescribes structured
techniques to bring participants together to consider their options.

Strategic management processes in LDCs have drawn more from the
first emphasis. Given the low level of commitment and skills among officials
in many of these situations, it is natural that proponents would focus on
teamwork and consensus building among participants. There are some limi­
tations with this emphasis, however. It neglects the importance of informa­
tion and the need for new ideas. Chris Argyris, a major proponent of team­
work and human development within organizations, acknowledges that too
frequently the consensus~building approach neglects the cognitive dimen­
sions of decisionmaking. He proposes a more conscious effort to draw from
both approaches simultaneously.31

The proposed strategic process follows Argyris's advice to take both
participation and cognitive processes seriously. It particularly stresses the
cognitive. elements, the need to collect more information and explore new
models, since these have been relatively neglected in studies to date.· Part
Two of this book describes how to carry out a strategic process. It is based on
a framework that is designed to avoid some of the problems that can arise in
carrying out a process approach.

First, it is easy for planning processes to be dominated by external con­
sultants. Many of the cases that describe strategic approaches depend almost
wholly on the initiatives of external, trained consultants. Outside experts
with process skills can be important resources. They bring a fresh perspec­
tive and expertise; they have a repertoire of skills to stimulate interaction and
discussion; and they are less apt to have a vested interest in existing proce-
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dures or activities. There is a danger, however, that consultants may create a
dependency among local'officials and may unduly mystify the process. There
is also a tendency in these situations for the procedures to become more
important than the substance of the plans. These problems are particularly
troubling in the LDC context, where consultants are readily identified with
the external organizations that are promoting difficult and unwanted policy
changes.

The framework makes the logic of the process available to all partici­
pants. There is nothing obscure or particularly sophisticated about the steps.
Most are based on common sense and managers may find they already
engage in strategic analysis on their own. A framework demystifies that pro­
cess and involves local officials as early as possible. A number of frame­
works have been proposed for LDCs and this framework draws from these.· It
tries to avoid the specialized language often associated with process models.
The framework describes what is involved, helps officials identify elements
that are particularly relevant to them, and gives them more ownership of the
process. It allows them to determine where external consultants will be use­
ful, identify the skills they need, and negotiate more effectively with out­
siders for particular skills.

A second problem can arise with process approaches. There is a tenden­
cy to care more about reaching a consensus than about debating issues or
learning new information. A typical process, for example, asks managers to
diagnose their situation and relies on a series of group process techniques to
carry out the diagnosis. According to one highly regarded manual, a process
approach "assumes that most of the information the participants need to
solve the issue at hand already exists somewhere within the group."32 This
assumption, however, unduly limits the kinds of solutions that a group will
consider. It is inappropriate for policy reforms, many of which involve sig~

nificant innovations and require, new ways of thinking about issues. While
facilitators can, and undoubtedly do, interject new information and new per­
spectives, a consensus approach tends not to emphasize new ideas.

It is well known that individuals have a hard time looking at their work
critically and questioning the validity of what they are doing. Organization
members prefer to stay with comfortable routines and make incremental
changes. Chris Argyris makes a telling distinction between single-loop and
double-loop learning. Single-loop learning consists of incremental adjust­
ments to events. Double-loop learning, by contrast, involves reviewing one's
purposes and operating assumptions. Changes in these are much more diffi­
cult and, in fact, are unlikely unless there is some extemalpoint of
reference.33

A framework provides such an external reference by laying out the kinds
of issues and questions that participants need to ask. The proposed frame-
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work draws on the numerous case studies and substantive research that are
relevant to implementing policy reforms. Examples include studies on decen­
tralization, financial management, organizational incentives, and community
development. .The analytic and prescriptive models cited earlier, including
public choice, contingency theory, and management science also offer useful
insights. By including analytic categories that reflect current research on
implementation and policy changes, the framework encourages participants
to examine recent studies, to define what new infonnation they need, and to
process the information they already possess.

A third problem with process approaches is their dependence on the
interest and commitment of senior officials. LDC officials are noted for
being insecure and lacking creativity, and bureaucracies are well known as
arenas where red tape controls events. Unfortunately, there is no agreed-on
theory stating when officials will be willing to realistically diagnose their
situations or develop creative strategies to implement policy changes. Much
of the existing theory about organizational behavior, in fact, predicts quite
the opposite,. that bureaucrats will inevitably be caught up in consuming turf
battles and protective power plays.

The study and its proposed framework assume that there are some offi­
cials willing to take an innovative look at their activities and exercise some
leadership in promoting such an analysis. It also assumes that officials are
governed by a variety of motives. They may be so impressed by the prob­
lems they are confronting and by the "perfonnance gaps" in their organiza­
tions that they will be open to exploring new approaches.34 By enabling such
officials to take ownership of the process, the framework can strengthen the
hand of those who are willing to exercise some leadership. It is also worth
recalling Michael Patton's rejoinder that one of the roles of consultants is to
look for opportunities to stimulate others to take initiatives.35

Finally, a framework encourages cumulative learning. Case studies are
typically used to conduct research on implementation because they take par­
ticular situations and. processes into account. It is difficult, however, to
deduce more general conclusions from cases. A common framework makes
it possible for observers to ask comparable questions and explore similar
hypotheses. The present study tries to systematize the assumptions in recent
efforts to promote strategic analysis and encourage more research and sys­
tematic comparison.

The framework is just that. It can be amended.and adapted to specific
cases to help officials take the problems in Chapter 1 and the lessons in
Chapter 2 into account. There is a remaining problem, however. Is it realistic
to assume that those concerned with policy questions are willing to partici­
pate in a learning process and to learn from experience and from dialogues
and collaboration? Does the framework overestimate the willingness of offi­
cials to promote change? The next chapter examines the realism of relying
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on a collaborative and strategic process to develop strategiesfor change.
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A Model of
Interactive Policy Inquiry

Designing and implementing policy refonns and supporting actions is diffi­
cult. Experiences suggest that they are more apt to be successful if relevant
parties collaborate in designing them, both to apply contextual knowledge
and to explore alternative views. Chapter 3 proposed a collaborative process
based on strategic thinking for designing and implementing changes. The
concept of being strategic means that participants are doing more than learn­
ing from their experiences. They also need to be purposive. A similar em­
p~asis on the value of being strategic as opposed to simply learning from
experience was made in a study of technological development in the NICs:
"The acquisition of technological capability does not come merely from
experience, though experience is important. It comes from conscious
efforts-to monitor what is being done, to try new things, to keep track of
developments throughout the world, to accumulate added skills, and to
increase the ability to respond to new pressures and opportunities."!

This emphasis on a collaborative and strategic process poses a major
question, however. Is it realistic to expect that collaboration is compatible
with strategic and innovative thinking? The question is important since the
two dominant models of the policy process place very little emphasis on
interaction and learning: The technocratic version views policy design as the
work of experts who search for certain and objective knowledge. The politi­
cal version assumes that individuals pursue specific political and economic
interests, and that policies result from bargaining and compromise among
them, rather than from the exchange of ideas or learning from innovations.

This chapter examines the assumptions in a collaborative process for
designing and implementing change-assumptions about the role of exper­
tise, the nature of knowledge, and the process of decisionmaking. They differ
significantly from the assumptions made by technocratic and political mod­
els. As noted earlier, international economic institutions are taking dialogues
and contextual infonnation more seriously. They need, however, to examine
their assumptions about decisionmaking, expertise, and the policy process.

47
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Otherwise, the dialogues will remain very tenuous affairs, dominated by out­
siders, resented by country officials, and limited in their appropriateness.
After analyzing the assumptions in a collaborative approach to policymak­
ing, this chapter proposes a model of interactive policy design and links it to
strategic thinking.

ASSUMPTIONS IN A STRATEGIC APPROACH
TO POLICY DESIGN AND IMPLEMENTATION

Individual Rationality

Prevailing models of individual behavior reflect the heavy influence of eco­
nomic models. One version, political economy, assumes that individuals and
groups rationally pursue their self-interest, generally defined as economic
interest. The technocratic version of economic analysis assumes that individ­
uals, particularly when they have the training to use analytic techniques, can
carrying out rational and relatively comprehensive analysis.

Cognitive models of behavior offer an alternative to these economic
approaches. Individuals are assumed to be intendedly rational, that is, they
have a capacity for rational thought, but their rationality is limited, or, in
Herbert Simon's terms, bounded. Both of these points are important-the
premise that individuals use their reason and are able.to respond to ideas and
learn from their experiences and also the premise that their reasoning powers
are limited. There are several implications relevant to policy inquiry.2

First, individuals can be reached through ideas and persuasion as well as
through economic and political incentives. Although individuals generally
pursue their perceived interests, their definition of what is in their interest
can evolve and change as they acquire more information or have more ex­
periences.3 Unlike economists, cognitive theorists cannot predict how indi­
viduals define their interests ahead of time. They assume, however, that it is
more useful to understand how people come to define their interests and
goals, why they behave as they do, what their preferences and goals are, and
on what basis they change their views. They are willing to give up the sim­
ple, predictive model of the economists in order to gain a more realistic
appreciation of the variety of motives and understandings that influence
behavior. In Simon's words, "the study of the mechanisms of attention direc­
tion, situation defining, and evoking are among the most promising targets of
political research."4

These cognitive limitations make it necessary to rely on the expertise
and knowledge of stakeholders throughout a policy community.5 It is espe­
cially useful to include those who experience policy firsthand. Experts can
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correct for their bounded rationality by including different views, consulting
with and involving those who will be using and adapting the infonnation
from the outset.6

Second, individuals are influenced by their place in an organization and
the expectations of others around them. According to March and Olsen, indi­
viduals are intentional, but not necessarily willful in an economic sense.
Instead of being motivated by the anticipated consequences of their actions,
they look for cues in their situation or from their position in an organiz,ation.
Instead of always pursuing a rationally defmed self-interest, they want to do
what is appropriate and fitting. This assumption is very important for deci­
sionmaking.7 It means that institutions and policy decision procedures can
have an influence on how people behave.

Simon makes a related point in predicting that individuals satisfice
rather than maximize their goals and interests. Because an individual's
capacity for selecting rational strategies is limited, there is a tendency to
select satisfactory responses. Cognitive rationality predicts that individuals
will select actions appropriate to their situations. As "satisficers," they usu­
ally do not look for the most efficient way to operate.8

This assumption makes a difference in organizations. According to
Hirschman, there is a lot of slack in most organizations, and managers are
willing to get along at a far less than optimal level. Whereas economists
value competition because it enforces responsiveness, Hirschman fmds that
managers may actually be pleased when dissatisfied customers exit-it sim­
ply means the troublemakers are gone. Instead of changing to improve their
efficiency, organizations are apt to accept a certain amount of slack and con­
tinue with business as usual. Competition, therefore, is not necessarily the
best way to enhance efficiency. Improving procedures for gathering and
handling infonnation may be a better strategy.9

There are other limits on rationality that have an influence on decision­
making. In a debate with Simon, Chris Argyris asked a revealing question:
Why do individuals often oppose a new management infonnation system
(MIS)? According to Simon's cognitive model, individuals would adopt an
MIS if it helped them analyze and use infonnation. Argyris, however, sug­
gests that their feelings would also influence how they reacted. "Managers
may fight the MIS, especially when they are effective in helping them to
achieve their objectives, because the use of the system reduces the role of
their intuition, reduces their space of free movement, increases their' experi­
ence of psychological failure." He adds that this emphasis on feelings does
not deny the intended rationality of individuals; it only suggests that a fuller
model of behavior is needed, one that acknowledges "man, as a person who
feels; experiences chaos; manifests spontaneity; becomes turned-on without
planning it or being able to explain it in tenns of consistency of conscious
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purpose; thinks divergently; and who may strive, at times, to separate him­
self from his past."10

These assumptions portray a· considerably different person than is
implied by economic models of decisionmaking. People are intentional and
responsive to ideas and willing to listen to reasons that people give for differ­
ent policies. However, they neither rationally sort out their self-interests nor
single-mindedly pursue them. They respond to cues from their situation
about what is appropriate, and they are willing to accept reasonable and sat­
isfactory solutions and decisions rather than calculate the best strategy to
achieve a certain goal.

The Nature of Policy Inquiry

Much of the policy reform debate assumes that analysis is a rational and
comprehensive effort to find the "truth" or the optimal solution. Experts
defme problems, gatherevidence, and, using accepted methodologies, arrive
at an objectively valid policy response)1 An alternative approach, and one
that is more consistent with the above discussion of limitations on rationality,
describes analysis as a process of policy inquiry rather than objective truth
seeking.· According to Bozeman, policy analysts are more apt to select poli­
cies according to their credibility than their truth. "The basic notion behind
the credibility model is that the justification of propositions is not dependent
on consistency with empirically tested models or with any other concept of
truth, but with the subjective believability of propositions." Credibility mod­
els tum on the kinds of arguments one uses to make a case. They recognize
that decisionmakers often rely on their experience, intuition, and judgment
and that these are more appropriate to the policy arena where one is usually
working with local effects, with a small "N," and where rules of generaliz­
ability do not apply)2

Policy inquiry is realistic about the uncertain and tentative nature of pol­
icy knowledge and assumes there may be a variety of legitimate views on
policy strategies. Even those who agree on economic growth as a goal or on

.market arrangements as a strategy, for example, are likely to differ on what
these mean in practice. Policy analysis, therefore, becomes an interactive
process of inquiry among experts and interested parties. It assumes that
policy dialogues provide an occasion for exploring and discussing options.

Policy inquiry adopts the cognitive assumption that although individuals·
often act out of self-interest, they can reason together about experiences and
often will change how they define· their self-interest. In one description,
political leaders "are purposive, but they operate in an uncertain world with
incomplete information, they don't search for alternatives very systemati­
cally, and they do a lot of satisficing rather than maximizing."13 Policy



INTERACfIVE POLICY INQUIRY 51

inquiry allows the parties to give reasons for their positions, identify what
infonnation would be most useful to them, and test their assumptions against
others' views.

Policy inquiry fits with an integrative approach to policymaking. March
and Olsen distinguish between two views of the policy process. An aggrega­
tive approach, associated with political economy and pluralism, assumes that
policies emerge from a political process, the purpose of which is to aggregate
different interests into a set of policies. An integrative approach is quite dif­
ferent. Policies reflect an effort to find a common meaning in a community.
"In an integrative process, the will of the people is discovered through delib­
eration by reasoning citizens and rulers seeking to fmd the general welfare
within a context of shared social values."14 There is an interesting similarity
between this view and the analysis of the NICs presented earlier. Recent
studies of the NICs argue that an important reason for their high growth rates
has been a strong commitment by the government and people to economic
development and a willingness to make some sacrifices to achieve that,lS

A policy inquiry approach also fits with research on the utilization of
policy research. Studies confinn that the specific recommendations of policy
analysts and researchers are often not used. The same studies go on to show
that even if recommendations are not adopted, the supporting analysis may
still prove useful if it helps policymakers clarify their thoughts and consider
alternatives. Weiss refers to the "enlightenment function" of policy research
and analysis. She adds that this function is most likely when a long time
frame is adopted, because enlightenment takes time and therefore studies that
look for opinion change immediately are less likely to find it,16 Joan Nelson
makes a similar observation about policy refonns. She suggests that many of
the studies that have been done within Kenya and Zambia, for example,
"may produce their main results indirectly and after some years' lag-by
influencing the outlook of younger Kenyan and Zambia officials, academics
and politicians."l?

Policy inquiry thus engages participants in a common discussion. It also
brings together individuals with different views and experiences and intro­
duces what the economist F. W. Hayek refers to as "time and place infonna­
tion." Hayek distinguishes between models that are generalizable and those
that refer to specific contexts. Although both are necessary in any policy
decision, contextual infonnation, with all of its scientific limitations, is par­
ticularly important. It refers to "a body of very important but unorganized
knowledge which cannot possibly be called scientific in the sense of knowl­
edge of general rules-the knowledge of the particular circumstances of time
and place. It is with respect to this that practically every individual has some
advantage over all others in that he possesses unique infonnation of which
beneficial use might be made."18 Because they possess "time and place"
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infonnation, individuals have different understandings of policy objectives
and the causal relations among events. These different views need to become
part of the inquiry process.

·Policy Inquiry and Political Reality

The stress on the potential of policy inquiry -does not deny the reality of
political motivations. Leaders obviously pay close attention to the political
arena and will choose a package of refonns with this- in mind. The model,
however, does assume that the political arena itselfis not fixed, that political
leaders have some room for maneuver, for interpreting policies, for building
coalitions, and for sequencing refonns. An effective policy inquiry process
would deal with these issues, and would explore the views of different par­
ties and opportunities for taking them into account.

Kohli's insightful study of the policy refonn process in India illustrates
the influence of political agendas on economic policy decisions. Politics
even influenced decisions to establish a commission to review economic per­
fonnance. "If one is not cautious, one could easily conclude that policy
momentum in India is driven by the expert knowledge that is pctiodically

. brought to bear on pressing national problems. Such a conclusion would be
misleading. The decision to set up commissions is a political decision. Com­
mission members are appointed by leaders and the policy preferences of
these members are generally well known. Most important, whether the gov­
ernment chooses to act on a report is a political decision." Kohli's fUlther
analysis, and his comparison of the policy responses of Indira and Rajiv
Gandhi, underscore the importance of the political agenda and the skill with
which Indira Gandhi, in particular, combined economic and political calcula­
tions. Indira was _able to manage the tension between political and -economic
refonns by depoliticizing the decisions, by ensuring that changes were grad­
ual, by diverting political attention to regional issues, and by relying on a
broad political truSt. 19

The point is that officials have some autonomy and can often shape Lhe
way in which issues are posed. Even when political interests detennine the
policy agenda, policy elites detennine the alternatives that are considered.2o

This reflective role of government is emphasized by Hugh Heclo: "Govern­
ments not only 'power' (or whatever the verb fonn of that approach might
be); they also puzzle. Policy-making is a fonn of collective puzzlement on
society's behalf; it entails both decidingand knowing. The process of making
... policies has extended beyond deciding what 'wants' to accommodate,
to include problems of knowing who might want something, what is wanted,
what should be wanted, and how to tum even the most sweet-tempered gen­
eral agreement into concrete collective action."21
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Assumptions About Implementation

This emphasis on bounded rationality and policymaking as an inquiry pro­
cess changes the nature of implementation. Implementors no longer carry out
preformed mandates; instead they continue the inquiry process. Implementa­
tion emerged as an important issue in the United States in the 1960s and
1970s as governments adopted new social programs. Observers asked
whether policies were carried out as intended and concluded that policy man­
dates were either drastically altered by unresponsive bureaucracies or rede­
fined by special interests. As a result, those concerned with implementation
looked for ways to hold officials accountable to the original policy designs
and turned to evaluation and management controls.22

Views of implementation changed, however, as it became clearer that
many policies were never "implementable" in the first place. Analysts, there­
fore, have to consider implementation, and the best way to do this is to think
of analysis as a single, continuing process that includes decisionmakers, ana­
lysts, and managers. There are several reasons. First, responsible officials
have firsthand, "time and place" knowledge about implementation problems
that outsiders do not have. Second, unless officials have a sense of ownership
of the implementation plan, they are unlikely to invest· a great deal of energy
in it. Third, long-lasting, sustainable changes are much more likely if offi­
cials have some discretion to make changes in the process of implementing
policies. Instead of asking whether an organization has carried out a policy as
intended, one asks whether those charged with carrying out the policy have
successfully adjusted it to deal with the problems that arise. 23 Policies, in
fact, may be purposefully ambiguous in order to gain more support and allow
implementors room to explore areas of agreement. Problems that arise during
implementation may simply reflect this ambiguity in policies and the fact
that policiesoften evolve and take shape only as they are carried OUt.24

A MODEL OF THE POLICY INQUIRY PROCESS

According to these assumptions, individuals have limited cognitive abilities,
but they can engage in reasoned exchanges or inquiry with others. They look
for satisfactory or credible strategies on the basis of these exchanges. They
engage in what Heclo calls "policy-oriented learning."25 Is this a realistic
view of the policy decision process? Do people actually change their views
and learn from others and from experience?

A model of the policy decision process identifies the conditions for this
kind of learning26 (see Figure 4.1). On the left, the model differentiates
between two aspects of the policy environment. There are given properties of
the system, such as natural resources and cultural values, which remain rea-
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sonably stable. There are also external events, such as changes in technology,
in political coalitions, in public opinion. Such events introduce change into
the system.

Figure 4.1 A Model of Policy Learning
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Individuals also' hold two kinds of beliefs, which in part reflect their
resources and constraints. One kind is called core beliefs. These include val­
ues such as social equity or full emplOYment and also views on the scope of
the government and the role of the market. There are also secondary beliefs;
examples are views on whether to decentralize agricultural services, reorga­
nize an agency, or remove subsidies. External events can influence secondary
beliefs (the double arrow) and have some influence on core beliefs (the sin­
gle arrow) even though the )atter remain relatively stable. Reductions in
commodity prices, severe economic crisis, or increases in inflation are events
that can lead people to rethink their core values. An earlier chapter already
noted that severe economic crises can produce changes in core beliefs as well
as secondary ones.

Policy inquiry events are on the right side of the figure. The broken
arrow suggests that policy inquiry may affect core values under certain con­
ditions, and the double arrow indicates that it has a stronger intluence on sec­
ondary views such as choices about institutions and implementation strate­
gies. The extent to which the process can influence core values is worth
exploring since much of the debate over policy refonns occurs at this level.
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When core values con:tUct, "the tendency is for each coalition to talk past the
other and thus for a 'dialogue of the deaf' to persist."27 An example might be
a deadlock on whether to encourage exports; such a move could offend those
who value self-sufficiency and believe it is wrong to become too vulnerable
to external commodity purchases.

Sabatier proposes that learning or change in core values can occur when
three conditions are present: First, "both sides must have sufficient technical
resources to be able to criticize the other's causal models and data. They
must also have the incentive to expend scarce resources to engage in such an
analytical debate." Second, and more important, there must be present "a
relatively apolitical forum in which experts of the respective coalitions are
forced to confront each other. . . . The purpose is to force debate among
professionals from different belief systems in which their points of view
must be aired before peers.... [The result is] a greater convergence of
views over time concerning the nature of the problem and the consequences
of various policy alternatives." Third, there mustbe good performance indi­
cators and causal models.28 An adaptation of these conditions is included in
the right-hand column of Figure 4.1.

First, different views must be included. Deciding who should be
involved at each stage becomes a critical part of the process. The policy liter­
ature refers to a policy subsystem, "those actors from a variety of public and
private organizations who are actively concerned with a policy problem or
issue."29 Such a subsystem is still relatively undefined, however, and those
involved still need to make a strategic decision about whom to include in
each situation. As Chapter 2 noted, in some situations it is helpful to insulate
decisionmakers from some political pressures. Deyo found that such insula­
tion had fostered effective policymaking in the East Asian NICs. A major
assumption in this study is that decisionmakers need to look for opportunities
to connect their economic prescriptions with political realities. Although
insulation may be a reasonable strategy, at some point political inquiry and
inclusion need to be taken seriously. One way to do this is to include differ­
ent political perspectives in the dialogues or decision process, either directly
or perhaps informally.

Second, all parties need to have the resources to contribute to the analy­
sis of the reforms. A review of policy dialogues conducted by USAID in the
agriculture sector concluded that far more attention should be paid to
improving the analytic capacity of LDCs to conduct background studies and
make recommendations. This should include not only skills in using diagnos­
tic tools such as sector assessments, but also analytic skills· that allow them to
examine the effects of current policies and likely effects of policy changes.
They also need to be able to examine the "assumptions and conditions under
which the recommended policies will serve the stated objectives and when
not."30
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Third, there needs to be an apolitical occasion for a dialogue and an
opportunity to carry out a strategic analysis of a problem area. The use of the
tenn "apolitical" needs to be clarified. Onthe one hand, KaWer is correct
that the political content of the dialogues needs to be taken far more serious­
ly than is usually the case. This does not mean that leaders are there solely to
reflect the push of different interest groups in the society, however. It means
that the dialogues have to include more than the technocratic core in a coun­
try. Political differences are real and need to be dealt with. But it is called
"apolitical" because it is an occasion for policy inquiry about a problem situ­
ation rather than a traditional bargaining session among ,competing
interests.31

The broken arrow in Figure 4.1 suggests that the influence of policy
inquiry on core beliefs in particular is contingent on these conditions: rele­
vant parties are included, all have technical resources for carrying out analy­
sis, and there is an occasion for engaging in a dialogue and carrying out
strategic analysis. The influence on secondary beliefs is usually stronger,
hence the double arrow.

Inquiry can assume different forms-joint studies, briefings, high-level
talks between lending agencies and governing officials, informal sessions
with expert analysts, and forums that bring together several political groups.
It is also helpful to think of a sequence of inquiry, agendas-the initial frame­
work for a policy change, alternative ways of defining an agreed-on policy
goal, and implementation activities. The idea of a sequence is important.
Kahler notes that a severe impediment on constructive policy reform dia­
logue is the sense of crisis that usually surrounds it. He recommends instead
a practice of "continuous policy consultations," which would routinize and
extend the dialogues. He continues,. "overall, such discussions lengthen the
'shadow of the future'-the realization on the 'part of both [international
organizations] and governments that they will. confront one another in the
context of such discussions at regular intervals. Crisis-determined lending,
on the other hand, offers no such assurance."32

Policy inquiry 'can continue during implementation as parties discuss the
implications of their efforts. Levine's research on cutback management, dis­
cussed earlier, found that as fiscal. problems' got worse, officials considered
responses that they had earlier rejected. He also found that departments tend­
ed to develop capacity when they needed it, and that fiscal stress was' an
external event that forced a number of managers to consider doing something
innovative. Those who handled fiscal problems the best were able to do two
things: formulate and stick to a strategic plan and develop a climate that sup­
ported experimentation.33 Similarly, Joan Nelson cites a number of countries
where earlier failures with reforms were later followed by more' successful
efforts.34
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CONCLUSIONS

The model predicts that policy inquiry can be structured to lead to innovative
strategies. It assumes first that individuals do have a capacity for approach­
ing problems rationally, but it is a limited capacity. In carefully designed sit­
uations they can learn from· others and develop alternative views. Second,
implementation strategies have to deal with a particular policy in a particular
setting. It is important to get information from a number of those involved
and to proceed incrementally, learning and adapting. Third, most sectoral
policy changes involve a fairly complex set of actions and take place in diffi­
cult and politically charged surroundings. Those involved need to be strate­
gic in their approach to implementation-assessing problems and opportuni­
ties. and focusing on critical steps where they can have some influence.
Fourth, bureaucratic energy and commitment to change are scarce resources,
and Third World officials are typically not used to taking a strategic approach
to implementation. One way to overcome these limitations is to include those
actually responsible for implementation as part of the planning process.
Involvement has two purposes: to gain their commitment to the plans that
evolve and to make sure that the plans deal with the actual problems the
implementors are likely to confront.

This approach to policy design and implementation is appropriate for the
kinds of hybrid policy reforms described in Chapter 1. Table 1.2 emphasized
the uncertainty surrounding policy changes and economic development, both
intellectually and operationally. A process approach that emphasizes collabo­
ration and learning fits with the lack of knowledge, the complexity, and the
uncertainty associated with sectoral policy changes. It fits with policy
changes for a second reason. Developing country officials often feel that the
policies are imposed on them. The model emphasizes the need to include
them as key players in the process of designing how the policies are to be
implemented.
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Strategies for
Conducting Policy Inquiry

CHARACTERISTICS OF A PROCESS
FOR DESIGNING POLICY REFORMS

The model of policy learning developed in the preceding chapter (Figure
4.1), is appropriate for designing and enacting policy reforms in several
respects. By including different views it assumes there is no single objective
policy solution and that appropriate policies will come out of an interchange
among these views. By requiring resources for good analysis it also assumes
that policy formulation depends on more than an exchange of views, that it
has to be based on good substantive studies. Finally, it assumes that dialogue
will take place in some form-policy exchanges, formal and less formal
planning sessions, and ongoing discussions during implementation. The dia­
logues are based on strategic analysis. They begin with a problem situation,
diagnose the policy setting by reflecting on the nature of the problem, select
major issues, and design strategies to cope with them. This chapter compares
techniques for conducting the dialogues. In particular, it examines the ratio­
nale for the third element in the dialogues listed in Figure 4.1-structured
group processes to generate ideas and options. The chapters in Part 1\\'0
describe the process itself, including the application of these techniques to
specific cases.

Constraints on Policy Inquiry

It is helpful to begin by considering why policy inquiry and learning are
often problematic. Janis classifies the constraints into three categories: cogni- .
tive, affiliative, and egocentric) Cognitive constraints are associated with
bounded rationality and affect the process of analysis and inquiry. They
include situational factors such as a short amount of time, limited resources
and capacity for research and analysis, multiple tasks,· the complexity of the
problems, the lack of dependable knowledge, and ideological commitments.
Simon adds an emphasis on the limited cognitive abilities of the individual
"who is limited in computational capacity, and who searches very selectively
through large realms of possibilities. . . . The search is incomplete, often
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inadequate, based on uncertain infonnation and partial ignorance."2 Research
in design science confinns these limitations by showing that individuals can
deal with only five to nine items at a time.3

Affiliative constraints refer to relations among participants. These
include the need of individuals to maintain their.power and status within an
organization and their desire for. compensation and social support. It also
includes the need of members to have their proposals acceptable within the
organization. These constraints make it likely that participants will not be
innovative but will "play it safe" and develop plans designed to preserve
consensus in the group. The third group, egocentric constraints, include
"self-serving and emotive constraints" such as personal greed and desire for
fame. Economists would remove the pejorative implication and predict that
individuals pursue what is in their interest-their position in the organiza­
tion, status, resources, and so forth. Again the problem is that these motives
skew the analysis and design of policy strategies.

Criteria for Conducting Policy Inquiry

These constraints, when linked to the characteristics of refonns discussed in
Chapters 1 and 2 and the propositions outlined in Chapters 3 and 4, suggest
several criteria for conducting the process of inquiry.

. First, different views on the nature of the problem need to be considered,
views that reflect alternative assumptions about economic growth as well as
Hayek's "time and place" infonnation. A recent study by Kohli of policy
refonns in India, where industrial growth has been very sluggish, illustrates
the kind of fundamental disagreements about economic problems that are
prevalent in LDCs. After noting that the Indian government is not objectively
responding to an objective situation, he adds that Indian officials trace the
country's economic problems to a variety of factors: inefficiency due to the
state-controlled economy; low aggregate demand; and declining public
investments. Differences at this basic level of explanation demonstrate sig­
nificant disagreement and need to be reviewed during the policy inquiry
process.4

Second, the process should generate new thinking and innovative ideas.5

This' criterion means that participants need to feel free· to speculate about
alternatives. They also need to be exposed to new ways of thinking about old
issues and stimulated to approach problems in new ways. Traditional prob­
lem-solving techniques need to' be supplemented with techniques for intro­
ducing.new ideas .and alternative perspectives. Participants need to be dis­
couraged from moving to strategies or solutions too. readily. They need time
to reflect on and analyze their situation. They need to be stimulated to specu­
late about new approaches, and even new ways of thinking about old prob­
lems. Procedures for stimulating new ideas should protect against both
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groupthink and undue influence by a few participants. Research on small­
group decisionmaking documents that both of these dynamics are
widespread.6

Third, the process must enable participants to come to a decision-to
identify priorities and strategies for implementing these priorities. Students
of group processes conclude that we have learned how to analyze problems,
but have less experience in synthesizing studies into a coherent decision.
Since individuals cannot handle too much uncertainty, procedures and rules
are needed to bring some order and coherence to the process, to organize the
information, and enable participants to come to ,a decision.7 In reflecting on
his experiences with dialogue in Central America, Lindenberg notes that it
was important to have clear rules, particularly when members of different
political groups came together.8

Fourth, participants need to focus on the substance of the decisions and
identify gaps in knowledge. Procedures must feed needed information into
the decision process. Processes that focus on eliciting opinions and feelings
may place less emphasis on substantive discussions. They may easily over­
look the extent to which many decisions require new data and could benefit
from substantive expertise.

Fifth, it is important to conduct the process in such a way that those
involved feel committed to the proposed policy reforms and institutional
changes. Research suggests that it may be difficult to arrive at decisions that
are both technically sound and also supported by those who will be carrying
them out. If one classifies decisions according to whether they are low or
high on technical quality and whether or not they are acceptable, studies
show that it is difficult to make decisions that rank high on both quality and
acceptability. "If [the leader] attempts to achieve quality first, either through
his own expertise or that of others, he must resort to an imposed solution and
faces the real possibility of not being able to gain the necessary level of
acceptance. Conversely, if he utilizes participation in order to gain accep­
tance, quality may not be achieved."9 Observers agree that some level of
commitment or sense of ownership is important if officials are going to carry
out and continue the reforms. This criterion is especially relevant when coun­
try officials and representatives of lending agencies are both part of the dis­
cussions. In such cases it is important to ensure that external parties do not
dominate the process because of their access to resources or technical skills.

Sixth, the process must recognize that individuals· are not solely cogni­
tive creatures but also have feelings and personal needs. Even if a new idea
seems appealing, individuals may find it threatening and may reject it on
those grounds. Thus the process needs to provide opportunities for people to
express and reflect on such feelings. Some cohesion and trust among the par­
ticipants is necessary if they are to question current practices· and entertain
new approaches. to
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GROUP STRATEGIES

There are three different ways to approach group processes. This section
compares them and suggests how well they meet the above criteria and deal
with the constraints on inquiry.

Interpersonal Group Process

One cluster of techniques, often associated with organization development
theory, emphasizes participation, inclusion in teams, and building of trust
and consensus. Based on studies showing that members frequently stereotype
each other ~d thus have difficulty communicating, the techniques empha­
size interpersonal communication. In the context of policy decisions, teams
are created to deal with specific problems and are asked to share perceptions
and fears about policy goals and proposed changes. The approach assumes
that individual commitment depends on being part of the process and on par-'
ticipating in establishing goals, objectives, and implementation plans. A
review of research tested this assumption. It found that participation in deci­
sions does enhance workers' commitment to their organization, and that this
finding held up in both field research and laboratory studies. The results indi­
cate, however, that participation in goal setting does not necessarily increase
workers' commitment to specific goals, nor does it automatically increase
organizational productivity.ll

Discussions of strategic approaches frequently borrow from organization
development or human relations techniques. David Korten, for example,
argues that since strategies are grounded in the culture of an organization,
individuals need to be involved in decisionmaking so that they have a chance
to reflect on this culture and to learn new values and commitments.12 Anoth­
er study refers to a strategic approach as "a marriage of organizational devel­
opment and strategic planning" and notes that "strategic management
requires attention to the human dimension of organization" as well as to ana­
lytic planning techniques. 13

Interpersomll group processes include the following components: all
those with a stake in the project are involved in decisions and strategy ses­
sions; work is best done through teams, which must include some members
from top management; team sessions stress communication, clarification,
and agreement on goals and objectives; teams focus on specific tasks.14 The
emphasis on work groups, in fact, has been very influential in much of the
work on development management funded by USAID. It has also been
endorsed by many within the World Bank as the preferred technology in
working with LDC officials.I5

The approach meets several of the criteria for effective policy inquiry.
For example, participation enhances commitment to the choices that are
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made and it does take into account individuals' feelings and personal needs.
On the other hand, the approach does not rate very high on generating inno­
vative ideas. It tends to rely on infonnation members of the group already
have, and although it is possible to introduce new infonnation, that has not
been the emphasis. It also focuses on consensus building at the expense of
introducing alternative ideas or dealing openly with conflict,16 and can result
in what Janis calls "groupthink." Group members "tend to evolve infonnal
objectives to preserve friendly intragroup relations and this becomes part of
the hidden agenda at their meetings."17

Interactive Approaches

These rely on interaction just as do the above. However, there is more
emphasis on political exchanges-group discussion, bargaining, negotiation,
and exchange-than on building interpersonal trust. Political interaction,
conducted as relatively open discussions of policy issues, provides an occa­
sion for persuading others, giving reasons for a position, and challenging
others' views. It builds consensus by actually modifying ideas and view­
points, rather than by looking either for commitment or for an underlying
consensus in the group. These approaches do not necessarily generate new
ideas, however. A strong personality can dominate the process, or a few indi­
viduals can sway the group based on their status or position. As with illlcr­
personal groups, members can indulge in groupthink and come to support the
dominant view without openly questioning it. Often ideas are evaluated pre­
maturely before they are openly aired, and minority views are easily stifled.

Structured Group Processes

A third strategy places more emphasis on the cognitive elements in decision­
making and on structuring the ways in which participants interact and deal
with infonnation. Often associated with strategic analysis, it structures deci­
sion processes to encourage creativity and avoid domination by a few indi­
viduals,18 Essentially it separates the process of generating ideas from activi­
ties to evaluate those ideas and select among them. It thus tries to avoid any
premature closure of ideas. The sequence encourages individuals to generate
alternatives without being swayed by group sentiment or by a few dominant
members. Individuals participate equally, ideas are taken on their merits, and
there is less group confonlliLy,19

Research on the process indicates that it does generate more creative
thinking and new ideas, and that so-called "nominal groups have been found
to be significantly superior to interacting groups in generating infonnation
relevant to a problem."2o Mahler, however, raises questions about how well
this approach meets the criterion of encouraging commitment. She compared
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a structured approach with a political interaction approach and found that the
former did not foster greater participation as is often claimed. "When partici­
pation is measured as the perceived opportunity to express, even forcefully,
reasons for believing in the worth of a proposal," a traditional interactive
group was more participatory. She went on to echo concerns raised earlier in
discussing policy inquiry, namely that it may not be wise to eliminate
chances to persuade and influence people. Politics, after all, can "be a means
to articulate or discover important values. Persuasion, as the first art of poli­
tics, can clarify as well as obscure interests, and bargaining is commonly
effective as a means of resolving conflicts."21

It is possible to construct planning sessions that draw from two or more
of these approaches according to the nature of the task and the makeup of the
group. The following questions can be useful. Does the task require a cogni­
tive approach and a search for new ideas? Is the problem a lack of trust or
willingness to adopt new roles? Is the issue conflict ridden so that compro­
mises and tradeoffs need to be encouraged? For example, one could adopt an
interaction approach to provide an occasion for persuading others. One could
also provide some structure to the process to ensure that a variety of ideas
were explored and that none was able to foreclose discussion. And one could
attend to the interpersonal aspects of the exchange and encourage individuals
to express their feelings· and fears and thus build some trust among stake­
holders and commitment to the choice.

Table 5.1 indicates how each of the strategies logically deals with the
criteria laid out earlier.

Table 5.1 Group Strategies and Policy Inquiry

Criteria for/llquiry

Elicit Alternative Views

Generate New Ideas

Arrive at a ChoiceS

Deal with Substance

Develop Commitment

Recognize Feelings

INTERPERSONAL

1

1

3

1

2

3

Group Processes

INTERACTIVE

2

2

3

2

3

2

STRUCTURED

3

3

3

3

1

1

Note: S~rategies are. ranked from 1 to 3, from low to high. Approximate rankings based on general
conclUSions m the literature.

sAll are ranked high on arriving at a choice, but the nature of the choice varies. Respectively: chosen
consensus, agreement, underlymg consensus.
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COGNITIVE TECHNIQUES

The theory and process of policy inquiry tries to improve the quality of dis­
cussion by introducing substantive infonnation into the decision process. The
criteria outlined at the beginning of this chapter also stress the importance of
new ideas and concepts and the need to counter the inevitable tendency· to
play it safe and indulge in groupthink. The remainder of this chapter intro­
duces very briefly a number of techniques that stress cognition, concepts and
reflection. Most are described in a very useful collection of techniques, enti­
tled Systems Tools for Project Planning, published by the Agency for Inter­
national Development.22

Improve Individual Thinking

Brainstorming. Brainstorming is a technique used by individuals or groups
to generate multiple ways to conceptualize a problem. It can be incorporated
into a structured process (see the nominal process below) or it can be con­
ducted in a less structured manner as an interactive strategy. Brainstorming
separates the process of generating new ideas from the process of evaluating
them. If those processes are not separated, it is too easy to criticize ideas that
at first seem unusual but that might lead to new perspectives on old problems
if they were thought about for a while. Members are given a specific problem
or question. They are then encouraged to present a wide variety of perspec­
tives and ideas, taking turns to ensure that everyone has a chance. There are
no correct ideas, and novel points of view are encouraged.23 The strategy is
especially useful in drawing out people with different expertise and experi­
ence, although one study found that the effectiveness of a brainstorming ses­
sion is higher when people know each other and are motivated to solve the
problem being discussed.24 .

Conceptualizing. Concepts can generate creativity by challenging people to
look at events in new ways.· People often need to "let go" of old ways of
looking at a problem before they can use new ones. Forcing people to use
and think about different concepts can encourage such "letting go" as well as
"seeing new things." Michael Patton observes that, "concepts channel
thought. Concepts order the world, telling us what things go together and
what things are distinct from each other." The challenge, he continues, "is to
know when a new situation can be appropriately handled by prior conceptu­
alizations and when to resist imposing order through familiar concepts while
taking the time to look for patterns unique to the circumstances at hand, cir­
cumstances that may require some new conceptualization."25

Patton illustrates the power of concepts by contrasting needs and assets,
concepts particularly relevant to policy refonn efforts. Analysts often speak
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of "needs assessment" and proceed to document the deficiencies that a policy
change should address. "Assets analysis is the opposite of needs assessment.
Where needs assessment determines deficiencies to be corrected, assets anal­
ysis identifies strengths to build on. . . . Those strengths. or assets, if
known, can be used to help clients meet their needs." If a diagnosis is based
only on the needs in a community or an organization, designers may miss
some of the most important characteristics of that community or organiza­
tion. By consciously asking people to think of both needs and assets, groups
can come to focus on a different set of characteristics.26

An example of the assets concept can be found in a growing number of
studies of the strengths of community organizations in developing countries.
Drawing from his experiences in Africa, Timberlake describes the explosion
of community organizations in impoverished countries-groups that provide
informal training, offer finances, and undertake irrigation and drainage aCtiv­
ities, erosion control, and reforestation.27 Nicholson expands on this point by
noting that local "communities evince remarkable energy, ingenuity, and
effectiveness in dealing with the collective challenges of development, when
given an opportunity to do so."28 The conceptual point is that by shifting
from the concept of "need" to "assets," participants are stimulated to look for
evidence of such contributions.

Systems Thinking. Systems thinking stimulates participants to focus on rela- ,
tionships and interdependencies. Individuals are asked to conceptualize a
policy arena as a system of interdependent parts and to trace the interactions
among these parts. Early uses of systems theory assumed "closed systems" in
the sense that the elements and relations among them can be fully known and
understood. Policy systems in LDCs are viewed as "open systems," indicat­
ing that the environment-political, economic, intemational-constantly
influences the system. Openness also suggests that it is unlikely that one
could identify all the relevant factors and that it is possible to omit important
items or ignore incidental effects. A related concept is "soft systems"; it
emphasizes the human factor in systems and the difficulty of identifying and
measuring the relationships among the elements. Systems theory is very con­
sistent with the nature of policy inquiry since it emphasizes the need to
reconceptualize events and to appreciate the variety of influences on a prob­
lem and the myriad of results that can ensue from a changed policy. Its effect
is to greatly expand the opportunities for introducing change into a policy
area. A variety of techniques have been devised for diagramming or mapping
systems-for example, tree diagrams and oval diagrams. (see the following
sections).29 The challenge is to use them to reconceptualize problems but to
avoid allowing the analysis to become overwhelmingly complex.

Matrix Thinking. A matrix crosses two dimensions, such as in a simple
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2 x 2 set of cells. Whereas' systems thinking helps, people think about the
complex relations among events, matrices can simplify and focus thinking.
Matrices identify dimensions and then stimulate people to conceptualize
about ways in which they interact in order to fill in the cells. The following
example is based on Michael Patton's work. Assume a group is considering
how to evaluate or monitor a series of activities~ This matrix relates the
nature of the activity to be monitored to the nature of the monitoring
process.30 It conceptualizes four kinds of monitoring and data collection pro­
cedures:

Nature of
Monitoring
'Process

Routine
Nonroutine

Nature ofActivity Being Monitored
Routine Nonroutine

A C
B D

Cases in cell A can be handled with fairly routine data collection procedures
since the goals and measures of the goals are clear. Cell B refers to cases
where the goals are clear but the data about them will require some special
treatment. For example, a policy to stimulate credit to poor farmers may have
clear,' identifiable goals, and hence is coded routine. However, the dynamics
of making loans to poor farmers poses problems, and it would probably not
be sufficient to simply compile data on the timeliness of repayments. Non­
routine procedures to interpret the findings would be necessary in. order to
fully understand farmer responses. In cell C the activity itself may be non­
routine, but once a monitoring system is set up, it could be continued in a
fairly routinized manner. For example, some creative thinking would have to
go into designing an effective way to monitor a nutrition education program.
Once put in place, however, it could be carried out in a routine way. Cases
that fall in cell D call for creative monitoring approaches to deal with unique
situations. The use of a matrix helps participants conceptualize different
tasks and explore how they compare and contrast with each other.

Patton suggests another example of a matrix based on the earlier distinc­
tion between assets and needs:

Assets

High
Low

High
A
B

Needs
Low

C
D
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Matrices allow participants to conceptualize relationships first, and then
apply the concepts to particular cases. In .this example, participants could
begin by speculating about the dynamics of providing services in each of
these cells without reference to any particular community. For example, they
would conceptualize the nature of service delivery in communities where
both assets and needs were high and contrast this with service delivery
where both were low. After working through the logic of each cell, they
could determine where to locate the community of immediate interest to
them, and use that as a takeoff point for projecting service delivery
strategies.

Conceptualizing and matrix thinking not only stimulate new ways of
thinking, they are also a valuable way to think systematically about qualita­
tive data. It is common to assume that quantitative information can be han­
dled with numbers and statistics whereas qualitative information has to be
presented in narrative form. However, because of cognitive limitations,
people can absorb only so much narrative description. Visual displays such
as matrices and others presented in this section are techniques for organizing
qualitative information in a more accessible manner to show patterns. But
they are more than displays; they are also tools for analyzing situations.3!

Structured Group Process Techniques

Avoiding Groupthink. Following on his analysis showing the prevalence
of "groupthink," Janis proposes steps to avoid its limitations: Be aware that
groupthink is possible, and try to consciously avoid it; look for biases in the
preferred choice, particularly if there has been minimal disagreement and
debate; divide into subgroups periodically and then reconvene and hammer
out any differences; bring in outside experts to react to possible strategies;
assign one member to be a devil's advocate and raise problems.32

Nominal Group Technique or Process. This technique, also known as
NGT and the snowball technique, is the best-known version of a structured
process. Participants follow a carefully prescribed series of steps: (1) individ­
uals separately list alternative goals or solutions to a problem, (2) each alter­
native is presented in tum by group members until all ideas are presented, (3)
alternatives may be clarified, but there cannot be any lobbying for or against,
(4) members independently rank the alternatives, and (5) voting or mathe­
matical pooling of individual rankings is used to establish group rankings
and priorities.33 By eliminating general discussion or lobbying for a view,
NGT keeps individuals from manipulating group choices. The resulting
choice reflects the underlying consensus or distribution of views within the
group.
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Consensus Mapping. This technique helps participants move beyond gener­
ating ideas and arrive at a consensus or priority ranking. Assume the group
has generated ideas, clarified them and prioritized them, either through brain­
stonning or an NOT process. The next step is to map them and show their
relations. To do this, members have to visualize relationships among the
separate ideas, critically review them, and then organize them to produce a
useful strategy. One technique uses a large wall and index cards or small
sheets of paper which can be moved around on the wall. As the group dis­
c':!sses the multiple causes of a lack of credit, for example, each proposed
cause can be written on a card and affixed to the wall in a place that shows
its relationships to the other factors. Once the major elements are identified
and located, participants look for clusters of ideas and try to agree as a group
on how to classify them. Typically the group is faced with a complex array
of ideas, which can be intimidating and confusing. According to this particu­
lar strategy, group leaders develop a "straw-man" map. It links the ideas in
some fashion to provide a straw-man structure and give the group a specific
proposal to react to and reorganize. Proponents claim that this tactic is more
apt to produce a creative solution than alternatives such as allowing the
group to brainstonn relations or select from a group of options.34

Conceptualizing System Relationships. One of the most effective strate­
gies stimulates members to conceptualize a systemic view of a problem.35

Called "mind mapping" in one study, it helps people let go of their old ideas
and develop new concepts.36 A problem is identified and members of a group
are asked to brainstonn what factors contribute to it. As in NOT, there can be
no debate about what to include. Oval diagramming is one version. Partici­
pants are asked to identify the different elements in a system and link them
with connecting arrows. Members are given a problem, which is placed in an
oval. at the center of a sheet of paper posted for everyone to see. They are
asked to think about the forces leading to the problem. Immediate causes are
placed in smaller ovals surrounding it and more remote causes are placed at a
greater distance. The nature of the relationship is identified with signs that
indicate whether the relationship is positive or negative, direct or indirect.
"The thought that goes into oval diagramming often uncovers relationships
that may be the key to a further understanding of system behavior. Oval dia­
grams facilitate communication between analysts and decision makers by
highlighting undesirable effects and relationships that require careful atten­
tion. By treating assumptions and hypotheses explicitly, oval diagrams may
resolve discrepancies or deficiencies in the mental models used by decision
makers."37

Stakeholder Analysis. "Stakeholder analysis" is useful when there are
major conflicts within a group and when there is a need·for new and innova-
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tive choices to be made. Participants begin by identifying all of the stake­
holders-those who are either affected by or who affect the decision. This
step forces the group to address the views of those who may otherwise be
ignored or excluded. The group then looks at the preferred solutions of each
stakeholder group and their assumptions in arriving at those solutions. Mem­
bers may be asked to specifically present the case of some· stakeholders if
their concerns would not otherwise be included in the analysis. If the issue is
how to improve the efficiency of agricultural marketing, the various stake­
holders would be identified, their preferred solutions listed, and. the
assumptions implicit in each would be laid out. Group members would then
try to pool the acceptable assumptions and craft a new way to think about the
problem.38

peL. In decisions that require a high level of acceptance, feelings among
the participants are especially important. Problem-centered leadership (PCL)
is a technique for enlisting group acceptance by dealing overtly with feelings
from the outset. Leaders present problems in objective and unbiased ways
and then stimulate broad participation and comment from the group. Essen­
tially, PCL relies on leaders with effective group process skills in stimulating
a discussion and promoting trust and effective interaction. Research compar­
ing this approach with the more structuredNGT process found that PCL pro­
duced less conflict in the group, led to greater group acceptance of the result,
and provided decisions that were ranked higher on their technical quality.39

CONCLUSIONS

Since policy inquiry usually involves a sequence of decisions and events, dif­
ferent techniques may be used at different stages of the process. Most of the
reports of process inquiry that will be referred to in Part Two draw from a
number of these. The discussion here has linked the techniques to criteria for
carrying out a policy inquiry and stressed their rationale so that those plan­
ning an inquiry process can select those most appropriate to the particular
purposes of an· event.

The framework described in Part Two builds on these same criteria (see
TableS.1). Elicits alternative views: It explores who should be included in
the process to get a variety of perspectives (Chapter 6). Generates new
ideas: It proposes techniques to generate new ideas in the course of diagnos­
ing a situation (Chapter 7); it also separates issue definition from strategy
planning in order to prevent people from avoiding issues that are difficult to
deal with (Chapter 8). Arrive at a choice: The framework includes a step for
designing specific strategies to cope with a problem (Chapter 9). Deal with
substance: Throughout the several· steps the framework points to substantive



STRATEGIES OF POLICY INQUIRY 71

Table 5.2. Group Process Techniques

Brainstonning. Generate alternative views in response to a question.

Conceptualizing. Abstract from reality to look at events in new ways.

Systems thinking. Identify components of some problem arena and speculate about relationships among
them.

Matrix thinking. Identify dimensions of a problem or situation, usually two, and conceputalize how they
interact.

Nominalgroup technique orprocess. Use a structured process with a group to generate 'alternative ideas and
rank them. "

Consensus mapping. Generate a synthesis among a number of alternatives.

Conceptualizing system relationships or mind mapping. Examine relationships among components of a
system and with variables in the environment.

Stakeholder analysis. Identify and compare assumptions and views of competing stakeholders, including
groups not present.

PCL, problem centered-leadership. Help a group deal openly with feelings in the process of reaching a
decision.

issues that have proved critical in past experiences; it encourages participants
to define particular substantive issues and to invite appropriate experts to
participate. Develop commitment: The framework assumes that by involving
people in the process they will have a greater commitment to the results,
although as noted earlier the evidence for this is ambiguous. Recognize feel­
ings: Experiences in conducting the sessions show that feelings can influence
participation and responsiveness to change. Those applying the framework
will need to deal with these in the course of analyzing problems and design­
ing strategies.
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Initiating and
Agreeing on a Process

CHARACTERISTICS OF THE PROCESS

Elements in the Framework

Part One presented a model of a policy inquiry process. Stated as a hypothe­
sis, the model proposes that strategic inquiry wi11lead to more successful and
sustained economic development than is the case when refonns are designed
by fiat or when they neglect contending views and contextual· conditions.
There is evidence to support the hypothesis, but it is preliminary and is based
largely on field evaluations by participants in strategic processes and on case
studies of refonns. The evaluations consistently report that the process was a
positive and infonnative experience. The majority of case studies, many
noted throughout Part One, conclude that refonns need to be tailored to situ­
ations and that local officials should be involved more directly in designing
them.

Part Two presents a framework drawn from.the discussions in Part One.
One dimension consists of steps in a strategic inquiry process-mapping the
policy arena, defining major issues, and designing policies and implementa­
tion strategies. It emphasizes the direct involvement of relevant parties, the
value of reconceptualizing situations, the importance of taking different
views seriously, and the role that ideas and new infonnation can play in
stimulating change. It assumes change is possible if participants begin by
assessing the characteristics of the environment and then look for strategic
ways to intervene.

The second dimension consists of the five elements in policy refonn
packages as identified in Chapter 1: macro and sectoral policies; supporting
sectoral investments; institutional analysis; human resource development;
and mobilization of people, particularly the poor, to participate in economic
growth. For each, participants analyze the nature of the problems they face,
the political and social environment, and the capacity for implementing the
changes (see Table 6.1))
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Table 6.1 A Framework for Designing and Implementing Policy Reforms

A Strategic Inquiry Process
ASPECTS OF Diagnose Jdentify Develop Set of
SUCCESSFUL Situation Major Issues Coping Strategies
POLICY REFORMS

Macro and Sectoral Collaborative Strategies can
Policies inquiry among include:

several perspectives Policy Changes and
to gather Adjustments
OPINIONS

Supporting Sectoral and compile Investment
Investments INFORMATION Participants Decisions

about three
Review Institutionalaspects of

Institutional each element: Mapping and Designs
Development

Agree on Strategies for
NATURE OF Developing

HUTTUln Resource PROBLEM Human Resources
Development MAJOR and Mobilizing

SOCIAL AND ISSUES Communities
POUTICAL
ENVIRONMENT Political

Mobilization Strategies
To Participate IMPLEMENTA-
In Economic TION Implementation
Development CAPACITY

Plans

Chapter 7 describes how to reconceptualize problems by using analytic
tools to map the situation, Chapter 8 deals with identifying issues, and Chap­
ter 9 focuses on strategies. This chapter describes the general characteristics
of the process and, in particular, examines how to plan and get it started. It
draws on actual case studies to describe experiences in carrying out compa­
rable events in LDCs.

Tensions in the Process

Several tensions are intrinsic to the process. First, one needs to strike a "bal­
ance between economically viable and politically feasible policies.''2 Eco­
nomic crises in most LDCs are sufficiently severe that immediate and radical
change is necessary. At the same time, past interventions underscore the folly
of moving too fast, of ignoring social and political realities, and failing to
appreciate the time it takes for new perceptions and institutions to evolve.
There is a similar tension between coping with immediate problems and
developing an institutional capacity. The problem is that immediate tasks
easily consume available time and energy. Officials become frustrated and
move ahead with the task even if means short-circuiting planning sessions
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and experiments; donor and government regulations press for accomplishing
immediate benchmarks even if it means relying on expatriate initiatives.3

There are ways to resolve the tensions. Brinkerhoff and Ingle propose a
"structured flexibility" approach that combines general guidelines and short­
term tasks. "A plan is developed as a set of guideposts to deviate from as cir­
cumstances and accumulated knowledge dictate, instead of as a road map to
be followed mechanically.... Structured flexibility fuses this long-term
goal with short-term service/product delivery targets. That is, long-term
capacity is created by generating products or services along the way."4 Short­
term activities not only accomplish tasks but also provide incentives to con­
tinue, and they encourage commitment to the longer-run activities. A recent
study of technology transfer in LDCs similarly links "doing" and "learning."
The usual model for learning new technologies is to first innovate, then
invest, and then produce. The authors found, however, that LDCs do better
when they reverse this process. LDC units can import a technology, use it
and learn from it, and then invest and innovate. "Experience in production
and investment is generally needed to know what is wanted and what is pos­
sible in the way of new products and processes. Acquiring this experience is
not automatic, however. Nor is it rapid and effortless. It takes conscious
effort over a long period oftime."5

Variations in the Process

There are at least four scenarios for dealing with policy reforms, each of
which includes different sets of actors:

1. High level officials and donors
2. Government officials and political groups
3. Implementing officials among different agencies
4. Agency officials and community groups

In addition to reflecting the interests of the players, scenarios vary according
to the political context-how much conflict there is, how much information
already exists, how much trust there is among the different stakeholders, and
how much discretion there is for implementing units to explore options.

The process can also vary according to the sequence of events and the
time frame. Variations include closely linked events occurring over a two­
day period or a series of more loosely connected activities taking place
throughout the year, with different participants in each. It could proceed in
two phases. The first phase, in which participants focus on a very specific
task such as developing a better infonnation system so they gain confidence
and experience, is followed by a second phase, in which they take a broader,
more analytic view of what information is needed and how it will be used.
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Interconnected Process

Another important characteristic is the interconnectedness of the process.
The framework describes a series of steps for convenience, but in reality they
are part of a single and iterative process. "Design and implementation are
merged in that the project is modified and adapted as knowledge is acquired
about the specific environment."6 Policies can be reviewed and altered
throughout the implementation process. Even where ,there is agreement on a
broad policy goal such as improving agricultural productivity, the details are
usually not fixed. Initial plans can be reviewed and changed; goals can be
redefined; additional participants can be included at various stages; and new
information can be sought.

DECIDING WHO SHOULD BE INVOLVED

Selecting participats is critically important since the outcome of any process
is shaped by those who take part in it. From a pragmatic perspective, there
are two criteria for selecting participants: both the practical-what key oper­
ational personnel should be here?-and the political-who must be invited
because their cooperation is needed?"? The point is to bring together those
responsible for designing policies, those involved in implementing them, and
any others who have a stake in the policies. The list may include potential
opponents. "The wise change agent will discover where those pockets of
resistance lie and move to anticipate them before they develop and coalesce
into strong opposition. The principle of including in the decision-making
those who have something to lose is one proven method of meeting the needs
of the potential loser. The outcome can often be a creative solution or a
workable compromise."S

The framework suggests one other criterion-select participants partly
with an eye to the quality and dynamics of policy inquiry itself. One purpose
of the process is to help people break out of a business-as-usual frame of
mind, look at issues in new ways and explore new roles. This criterion sug­
gests selecting some to present different perspectives and options. There is
some circularity at work here. Selecting participants depends on how the pol­
icy problem is defined, but how the situation is defined depends on who is
initially involved. This criterion simply adds that the quality of the debate be
considered in selecting participants.

Participants vary according to the four scenarios noted earlier. In one
scenario, high-level officials and donor representatives come together, usual­
ly to discuss a general outline for policy changes. Chapter 4 described these
as occasions for raising political issues and for including political officials
and representatives as well as technocratic staff. A major purpose in this sce-
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nario is to increase the sensitivity of donors to the political costs of proposed
changes.9

A second scenario involves government policymakers and representa­
tives of other institutions in the society--church, union, and business leaders,
for example. In reality, planning is often done by technocratic staff and top
political officials. Kaufman describes how policy reforms in Brazil and
Argentina during the 1980s were designed in highly secretive sessions
among government economists and top leaders. The proposals, couched in
economic arguments, were clearly designed around the political interests of
the leaders, but there was no consultation with political groupS.lO Although
there are times when it may be wise to insulate the leadership, a number of
cases indicate otherwise. Joan Nelson, for example, concludes that "frank
and vigorous campaigns of explanation and persuasion can be quite effective
in winning temporary public acquiescence, and gaining union acceptance of
wage restraint.

It is important to appreciate that groups are usually being asked to make
different kinds of sacrifice and these costs will undoubtedly influence their
conduct during the session. For example, the public and unions are typically

"asked to tighten their belts, whereas businesspeople, "investors and
entrepreneurs are asked to consider new options, take new risks, write off (at
least in part) old investments, and generally change their ways of doing busi­
ness." As a result, the latter may be less amenable to persuasion, and require
different kinds of incentives.l2 Irving Horowitz, on the other hand, argues
that reforms usually require more sacrifice by the poor, and warns that dis­
cussions among political interests can obscure the different levels of sacri­
fice. Typically, those promoting liberalizing reforms ask the wealthy to be a
little more politically conscious of competing interests. At the same time
they ask the poor to be "less concerned with their private needs and more
concerned with their political responsibilities."13 The different appeals may
unleash resentment.

A third scenario includes primarily implementing officials, drawn from
one or several agencies. Here the problems are more apt to deal with agency
lines of accountability and the need for cooperation or coordination among
units. The group should have close ties with policy-level officials, either by
including them in the discussions or reporting to them, in order to link policy
definition and implementation plans. The need for "time and place informa­
tion" means that. these discussions should include implementing staff-both
midlevel managers and field staff. Their inclusion is based on several
assumptions. First, those involved are more likely to be committed to the
strategies and energetic in carrying them out. Second, people throughout an
organization are important sources of information and feedback, both to map
the current situation and design an alternative strategy. Third, operational
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staff are often the source of innovation. As Robert Reich puts it, "Because
production is a continuous process of reinvention, entrepreneurial efforts
must be focused on many thousands of small ideas rather than a few big
ones. . . . Workers . . . are cultivated as fonts of valuable up-to-the­
minute information about how things can be improved. Because the informa­
tion and expertise are dispersed throughout the organization, top manage­
ment does not solve problems nor set specific direction; it creates an
environment in which people can identify and solve problems for
themselves."14

A fourth scenario includes agency managers and representatives from
community groups or beneficiaries. Like officials located at different levels
in the organization, they have particular knowledge about existing practices
and possible alternatives. Beneficiaries may be able to break through the
insular, bureaucratic outlook of staff, and may also encourage local commu­
nities to assume some responsibility for activities.

Whichever scenario or combination, studies show there is little chance
of success unless top-level officials are supportive and involved at some
point in a strategic planning process. Depending on the policy in question,
top officials may include both politicians and administrators. Even if they are
not directly involved, they need to give their blessing to the process and
hopefully contribute some time and resources. Studies indicate that top offi­
cials are most apt to become involved if they have a felt need for change and
perceive a problem that needs to be addressed.l5

There is some disagreement about the value of diversity. A review of
planning workshops by World Bank staff cautions against too much diversi­
ty. The reviewers found that workshops were most productive when those
involved in the initial stages were close in status. Top-level managers can
inhibit representatives of citizen groups or lower-level staff. In later stages of
the process diversity is less of a problem. 16 However, according to the third
criterion stated earlier---ensuring the quality of the inquiry process-diversi­
ty can be useful. If one purpose is to get those at top levels to listen to differ­
ent perspectives, community members and operating staff can play an impor­
tant role. 17 The structured techniques described in Chapter 5 may be the best
way to manage diversity.

Different groups can also be involved at various stages. A strategic
approach to improving irrigation practices in Pakistan used a series of work­
shops in different provinces. The first involved thirty to thirty-five people
from twelve or thirteen organizations, including both field and operational
management levels from all of the implementing units. A second workshop
brought together people from all of the implementing units, but relied on a
smaller group to plan the operations. The plans devised by this group were
then circulated among executives and policy-level personnel for their
approval during yet a third phase. IS
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GETTING STARTED

If strategic thinking is a new experience, participants need to be introduced
to its purpose and convinced of its utility. As noted earlier, strategic analysis
is often more difficult to apply in the public sector than in the private sector.
Organizations are often larger, lack the accountability of markets, and are
subject to more external pressures. It is even more difficult to apply in the
Third World, where organizations tend to be rule-bound, and where
managers focus on narrow, operational routines and are less apt to think
strategically.

Participants need to perceive that a strategic approach can help them
address their immediate situation. Sometimes it will be helpful to think in
tenns of solving a specific problem; sometimes it is more appropriate to
think in tenns of learning to cope with situations. According to one review of
strategic approaches, the important purpose is helping people "gain the skills
to remove or work through the constraints in the system. Often the issue is
not that the client does not know what is right (or even how to do it right) but
that he/she is constrained or prevented from doing it."19 Getting started usu­
ally involves the following:

• Identify the policy relevant problems
• Introduce the concept of strategic analysis
• Explore its relevance to the situation
• Agree that the process is worthwhile

Because participants may need to experience strategic analysis before
they can appreciate its purpose, an initial workshop to introduce the process
may be necessary. For example, a group assisting local governments with
their water and sanitation facilities wanted officials to do a strategic analysis
of their capacity for designing an effective system. They found that partici­
pants first had to experience what such an analysis would entail. Consultants
began by interviewing staff at all levels to ask what problems they were
experiencing. "These data were then analyzed for patterns, and consensus
and workshop goals were developed. Top- and middle-level managers were
then brought together and the data were revealed. Small problem-solving
groups then worked on solutions and made recommendations. Follow-up
responsibilities were assigned to task forces and individuals, and a monitor­
ing procedure was defined."20

A neutral third party may initiate the process. A series of dialogue semi­
nars conducted by INCAE, a management training institute in the Caribbean,
illustrates this strategy. In separate efforts in countries throughout the region
(thirty-six events in 1988 alone), the institute brought together leaders from
the public and private sectors, including church, labor, and military groups.
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Institute facu1ty led guided discussions to help participants identify their crit­
ical problems, build consensus, and come to some initial agreement about
possible strategies. Marc Lindenberg, a major architect of the sessions, drew
several lessons: it was important to establish clear rules about the conduct of
the sessions; participatory techniques were helpful in building consensus;
presentation of comparable policy reform experiences proved instructive;
follow-up workshops to study specific problems were helpful; and the semi­
nars developed leadership within the political parties and private sector
groupS.21

The government can also establish a special unit to be in charge of anal­
ysis, with a mandate to bring different units together and sponsor workshops
and seminars on policy issues. Such a committee established in the Domini­
can Republic to review and develop agricultural policy was composed of
people from both the public and private sectors. They, in tum, set up an Agri­
cultural Studies Unit (UEA), a small group of specialists to arrange for stud­
ies and contract with private firms to promote strategic planning sessions.
"An innovative process introduced by the coordinator, which was not con­
templated in the project paper, was to conduct brainstorming sessions involv­
ing key local policy makers and experts." Evaluations of the process under­
scored its evolving nature and the importance of assigning responsibility for
strategic analysis to a free-standing unit that cou1d bring other units together.
At the same time, the unit remained small enough that it did not threaten the
existing analytic units within the various ministries.22

Someone has to initiate the process, usually high-level or key officials
who may sponsor the process themselves or assign it to others. Typically
consultants are asked to set the process in motion. In most cases they begin
by collecting data. Officials and staff are asked through interviews or during
workshops to reflect on their situations and identify their problems. Officials
are then brought together in a workshop setting and the results are fed back
to them for reflection. A variation relies on a "learn by doing" approach, in
which strategic management concepts are introduced to staff while they carry
out a specific task. They learn about the approach while doing it. One group
used a regular evaluation as an opportunity to introduce a strategic planning
process. In the course of designing the evaluation, staff practiced a strategic
analysis and then the evaluation team helped them set up a unit to be respon­
sible for strategic planning in the future.23

A report of a strategic planning activity in Pakistan to improve the man­
agement of irrigated agriculture described the planning period as follows
(adapted from original): "The entry phase varied from between one-and-a­
half weeks to four days. During this period we attempted to meet with all the
key actors in the province, as well as the project manager and his staff, to get
their input, involvement, and support for the program; to identify who need­
ed to be involved; to review the results of an earlier diagnostic study; to iden-
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tify the concerns and issues that needed to be addressed. Typically we met
with the Secretaries of Irrigation and Agriculture, the Chief Engineers, the
Directors-General and the Directors beneath them, the operational counter­
parts of the project manager in each line agency, and other key players at the
operational and policy levels."24

A report on a workshop to introduce strategic management concepts into
the Ministry of Agriculture in Guinea noted the following steps. A team of
expatriates began by informally talking with key individuals about their situ­
ation. They then held a workshop for senior officials, including department
heads, chief financial officers of each department, and their respective assis­
tants-fifteen people in all. They asked these officials to meet in small
groups and reflect on the general purposes of a budget and report their con­
clusions to the larger group. In the next step, the officials had to apply these
conclusions about the purpose of a budget to a specific line-item budget.
They reflected on how well this budget fulfilled the purposes they had earlier
laid out. Finally, the leaders introduced an alternative budget approach that
encouraged strategic analysis by using programmatic categories rather than
line items.25

In yet another example, a workshop was designed to introduce strategic
management concepts to a group of officials from several countries. Partici­
pants were given two cases about specific economic problems to read and
later discuss in the group. Strategic analysis was then introduced as a way to
think about the two cases. Participants were next given readings on the pub­
lic corporate sector and the economic crisis in the Philippines. Finally, they
participated in a simulation in which they designed a strategic approach to
reform the Filipino corporate sector.26

A similar workshop was held in the Philippines to introduce strategic
thinking about higher education in agriculture to educators, in light of a gov­
ernment proposal to rationalize the higher education system. University offi­
cials throughout the country attended. In the opening session three experts
introduced strategic thinking about agriculture. They emphasized the need to
think about the rapidly changing environment and to think of agriculture as a
total system rather than to focus on a single crop or technology. In the after­
noon participants broke into small groups to apply the concepts to their situa­
tions. The report of the session noted that initially there was a lot of discom­
fort about participating in small groups and that leaders had to reassure
participants that the format was really open-ended.27

AGREEING ON AN INITIAL DESIGN FOR THE PROCESS

Strategic management exercises can vary from a fairly short and structured
event in which participants focus on a few specific aspects of a policy
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change to a more comprehensive and longer-range set of activities to
redesign economic policies or institutions. Since strategic means selecting
critical problems where change is feasible, those planning such an approach
need to be strategic in deciding how to structure the process. They can
review the process steps and substantive issues listed in Table 6.1 and agree
on which parts are most relevant to their problems and situation. They also
need to consider the time frame and participants. Scenarios one and
two-those discussing broad policy agendas-are probably best handled
through short workshops that enable officials to consider policy options;
scenarios three and four--those involved more directly with implementa­
tion-are more apt to require a series of workshops over a longer time period
that enable officials to experiment and make adjustments.

Ifparticipants are experiencing this approach for the first time, it may be
wise to embark on a relatively limited effort, to introduce the approach and
give participants an initial positive experience. Strategic planning can be
very costly in tenns of time and intetpersonal activities, and reducing com­
plexity may be valuable. At the same time, changes in thinking take time and
little may happen if the process is too restricted. Those involved in planning
need to also consider what technical expertise is needed, both for substantive
issues and management strategies such as financial management and infor­
mation systems. Since relevant expertise may become evidentonIy at later
stages in the process, planning will be ongoing and consultants can be
brought in as the need arises.

MANAGING THE DYNAMICS OF THE PROCESS

The open-ended and participatory nonns of a strategic process workshop can
be unsettling and even threatening. Such disquiet is common in most, set­
tings, but is particularly prevalent in LDCs. A recent study of innovation in
developing societies suggests concepts that can help observers anticipate
when change will be particularly disconcerting. The study described peoples'
values on four dimensions: hierarchy or collegiality, certainty or risk taking,
a collectivist or individualistic orientation, and an achievement or service
orientation. Those who ascribe to the first value on each dimension-hier­
archy, certainty, collectivism, achievement-are more apt to resist and be
uncomfortable with change and participatory planning. When participants
share these values, it becomes necessary to "provide sufficient resources to
reorient and retrain managers and staff in the values that the new manage­
ment strategies require."28

Initial reluctance and even resistance can be a normal part of workshop
experiences, which tend to go through four stages: (1) forming-participants
come together and get to know each other; (2) storming-individuals resist
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the sessions and try to test the group nonns; (3) norming-participants
develop a group spirit and begin to feel more positive about the workshop;
and (4) peiforming-participants become engaged in the task. The point of
conceptualizing such a sequence is to show that it is nonnal to move from
being tentative and reserved, and even resentful, to being more actively
involved.29

These dynamics are illustrated in a workshop held to design a training
program. Participants were African government officials, trainers, and a few
donor agency staff, mostly women. Their task was to design a program for
African institutes that would address the needs of women. The first step was
to engage participants in making a strategic analysis of their task. A planning
group met ahead of time and proposed that in order to train women, they
would first have to help women see the choices available to them and identi­
fy their needs. The planning group prepared a four-page think piece to intro­
duce their conceptual definition of the task and disseminated it to partici­
pants ahead of time. In the initial meeting, participants were asked to discuss
this fonnulation and decide if a focus on management training for women's
organizations was the appropriate way to define the issue.

Participants had a hard time focusing on the question, however. They did
not know each other and had not built up sufficient understanding of each
other's agendas to feel comfortable contributing to the discussion. On the
second day, facilitators succeeded in bringing some focus to the discussion
by recording points on flip charts, but there was still a lack of focus. Toward
the end of that day, one person said, "Let's talk about what women do, and
not about problems of organizations." As soon as the participants moved
from an abstraction, such as management problems in organizations, to
specifics, the discussion took off. Later they were able to return to the origi­
nal proposition and focus at a more analytic level on problems and needs.
Similarly, when the leaders presented an agenda on the first day, participants
were unable to respond to it right away. They had to experience it first,
reflect on it, and then modify it as they went along.3D By the afternoon of the
second day, the participants understood better what the donors proposing the
project hoped to get from the meeting. They also had developed a sense of
trust in others, and a confidence that they could make a contribution. As a
result the discussion was both more focused and more dynamic.

CONCLUSIONS

The fonn of strategic policy inquiry varies according to the purposes of the
sessions, the agendas of those sponsoring them and the likely participants.
The framework (see Table 6.1) proposes a series of activities that engage par­
ticipants in diagnosing their situations, defining major issues, and developing
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strategies to deal with the issues. Participants can use the framework to iden­
tify what should be covered. They need to consider which of the several
aspects of policy reforms identified in the framework they should focus on,
what sequence of planning activities is feasible, and who should be included
in and responsible for different phases of the discussions. They also need to
identify some group or unit to be responsible for overseeing the process.

Careful thought needs to go into introducing strategic thinking and such
techniques as conceptualizing and brainstorming. Otherwise, groups may fall
into old patterns of deferring to top-down mandates and adopting seemingly
obvious and routine decisions. Designers should view the sessions as a way
to introduce new ways of thinking and to think strategically about policies
and implementation strategies. They also need to think strategically about the
workshop sessions and appreciate that participants may feel threatened by
some of the techniques.
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Diagnosing the Policy Arena

CHARACTERISTICS OF MAPPING

The inquiry process described here follows three steps: diagnosing the situa­
tion, identifying issues, and developing strategies. While it is possible, and
often desirable, to adapt this sequence to specific cases, it is important to
keep these steps separate. Typically participants identify an immediate prob­
lem and decide what to do about it. If the problem lies in rapid turnover of
personnel, for example, the obvious strategy is to hire more personnel. Policy
inquiry and strategic analysis, however, assume that participants need to look
at their situation from new and alternative perspectives. They need to exam­
ine why there is a rapid turnover, consider if there are alternative ways of
getting a job done, and review their personnel practices. Based on this diag­
nosis or mapping exercise, the subject of Chapter 7, they need to identify the
nature of the problem they face, the subject of Chapter 8. Only when they
have conceptually worked their way through these two steps do they move
on to develop strategies, the subject of Chapter 9. Collapsing the process
makes it harder to see the underlying dynamics or propose innovations.

The framework in Table 6.1 can be used to make the diagnosis more sys­
tematic. It lists the five aspects of sustainable policy reforms that were
described in Chapter 1. For each of these, the framework specifies that par­
ticipants should map the nature of the problem, the social and political envi­
ronment, and the capacity for implementing the strategies. A caveat that Lin­
denberg and Crosby attach to their work is also appropriate here. "The
important feature of the overall approach is not the use of checklists . . .
but the ability to think logically about political problems in the future. The
checklists and frameworks can serve as learning devices, but are not meant
as a substitute for analytic thinking. l

First, some general comments about mapping.

Mapping Through Opinions and Descriptive Information

There are two kinds of information for diagnosing a situation. One consists
of perceptions and opinions about a situation. Participants typically have
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diverse perspectives on events and hold to different causal models about
which policies and activities will generate greater productivity. One purpose
of mapping is to document this variety and detennine areas of agreement and
disagreement. Do the disagreements stem from a lack of infonnation or from
different values and interests? The second kind of infonnation is descriptive
data. Conceptualizing exercises identify needed information and those
responsible for gathering it.

Organizations can constrain opinions by socializing members into look­
ing at problems through the prism of organizational nonns. Techniques need
to break through these confming nonns and encourage members to look at
events from alternative perspectives. Brainstonning sessions and structured
techniques for gathering infonnation, described in Chapter 5, can generate a
variety of perceptions, ensure that a few do not dominate the sessions, and
encourage minority views. If some relevant interests are not part of the work­
shop group, then techniques such as an assigned "devil's advocate" may be
employed.2

Data collection techniques about the setting are similarly varied. In gen­
eral, participants should be strategic in defining what infonnation they need,
and avoid the common tendency to collect reams of data for their own sake.3
They should consider "rapid reconnaissance" strategies that use proxy mea­
sures and readily available evidence as alternatives to rigorous surveys and
sampling techniques.4 At the same time, as Honadle reminds us, there are
dangers. Since one of the goals of strategic analysis is to break out of tradi­
tional ways of thinking, the lack of rigor allows participants to collect infor­
mation, perhaps unwittingly, that reinforces their preconceptions.S

Conceptualizing Problems and Opportunities

Strategic analysis attempts to conceptualize tasks and settings in new ways
so that participants can find ways to introduce change into their situation.
Participants need to balance descriptions of what exists with concepts that
lead them to think about their setting from a fresh angle and anticipate prob­
lems that may arise. One conceptual technique is called SWOT analysis, an
acronym that refers to Strengths, Weaknesses, Opportunities, and Threats.6

Participants identify the opportunities and threats in the setting, and note the
strengths and weaknesses in proposed policies and strategies. Later in the
process these same items can be used to develop a strategy for implementing
the policy changes.? A matrix could also be developed in which one dimen­
sion lays out the elements in a policy, while the other consists of the SWOTs.
For each element or objective, participants would consider the strengths,
weaknesses, opportunities, and threats.8 SWOTS, like assets analysis men­
tioned in Chapter 5, are designed to stimulate participants to focus on both
problems and supports.
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An analysis of issues that can arise in developing a policy to promote the
private sector illustrates the uses of SWOT. The diagnosis may indicate that
there are no banking or credit facilities in rural areas, clearly a weakness. At
the same time it might find that local community organizations have fonned
savings groups, a strength, and that there are a number of active voluntary
groups in the region, an opportUnity. The analysis might also suggest that if
private credit institutions were established, they would be reluctant to· pro­
vide loans to the poorer fanners, possibly a threat. After mapping these, par­
ticipants would design an appropriate strategy. It might provide seed capital
to the nonprofits to develop a revolving credit program and assist the com­
munity in monitoring the loans and repayments. Or it could expand private
sector banking and include regulations to ensure that poorer fanners could
qualify for the loans.9

Multiple Perspectives

There is a growing appreciation that social and political tensions,· culture,
and institutions all have an effect on economic productivity. This multiplicity
of influences poses two problems for mapping exercises. First, policy
reforms and implementation plans typically focus on economic and financial
aspects of the environment and exclude other factors. By defining the arena
of influence narrowly, some opportunities and threats are overlooked. IO

Qualitative aspects of a situation, such as the "norms ofthe organization," or
the "cultural context" may be ignored because their effects are often subtle
and it is hard to collect clear infonnation about them. Nevertheless, they may
offer the greatest threats to designing and implementing effective refonns.

The second problem is that groups can be intimidated by having to con­
sider multiple factors, and some balance between beinginclusive and being
selective is helpful. One strategy distinguishes among those parts of the en­
vironment that officials have to simply take into account or acknowledge,
parts over which they are likely to have some influence, and parts where they
exercise control. ll Nonnally environmental mapping focuses on aspects
where officials are likely to have an influence, but even this can be ambigu­
ous. Another way to manage the complexity is to carry out mapping in
stages. It is not necessary to exhaustively map a situation before going on to
identify issues and design strategies. A preliminary mapping session may be
sufficient to develop an initial pilot strategy to implement part of a policy
and produce further infonnation about the situation.l2 As one gets into the
mapping exercise, new questions will arise and lead to follow-up data
gathering.

Conceptual analyses can be frustrating if they become too abstract or are
too·open-ended. For example, a SWOT analysis was used by a group analyz­
ing the environment of an agricultural research project. After spending a day
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working with the" SWOT categories, the group became frustrated about
spending so much time on discussions they felt were preliminary to the main
event-identifying their specific tasks. The planning team, however, wanted
the group to think about the situation from multiple perspectives. Strategi­
cally they decided to move on to examine a specific task and later returned to
more conceptual discussions as opportunities arose. 13

Another way to "provide some structure to the mapping process is to
carry out a historical analysis of a policy problem. It can be an open-ended
case history, or the study could focus on a significant issue. For example, a
group examining how to expand the private sector could brainstorm about
the constraints on the private sector and decide to focus on the legal and
regulatory environment. They could then carry out a historical analysis of the
incentives and disincentives in present laws and regulations and compare the
impact of alternative regulations.

The rest of this chapter returns to the aspects of policy reforms identified
in the framework-macro and sectoral economic reforms, supporting sec­
toral investments, institutional development, human resource development,
and mobilization. According to the framework, each is mapped according to
the nature of the major problems that have arisen, the characteristics of the
social and political environment, and the capacity for implementing proposed
changes. The discussion suggests a number of concepts that could be used in
mapping based on the earlier review of policy refonns. They are illustrative
only since the most useful concepts and matrices will be developed by those
immersed in analyzing a particular policy change for a particular situation.
Nevertheless, they emphasize that mapping sessions have to go beyond
exploring group sentiments and need to deal with substantive issues.

MAPPING MACRO AND SECTORAL
LEVEL ECONOMIC POLICY ARENAS

The Nature of Macro and Sectoral Economic Problems
Perspectives on the causes of economic difficulties inevitably reflect differ­
ent opinions and values. People differ, for example, about the relative impor­
tance of internal and external causes of economic problems and whether they
are extrapolating from past experience or speculating about the future. The
following matrix invites mapping on these dimensions.

Time Frame

Historical Record
Current Activities
Future Trends

Influences on Economic Development
External factors Internal factors
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Including the historical record can make a difference, a point illustrated
by discussions about the private sector. According to Bienen and Waterbury,
public sector enterprises were originally expanded for a number of reasons
-to meet equity goals, to compensate for weaknesses in the private sector,
to limit the role of foreigners in the economy, to build national strength, and
so forth. A counterargument states that privatization is currently being pur­
sued because of the failure of the public sector, and that these historical and
more ideological arguments carry little weight at the present time. Bienen
and Waterbury, however, fmd that the historical arguments may still have an
influence and that strategies to increase the role of the private sector will be
more successful if they take these arguments into account "Privatizations
that strengthen the indigenous private sector will be more feasible than those
that cast aside old concerns for economic sovereignty by selling important
assets (steel mills, mines, the national airline) to foreign buyers.... It may
be possible for new regimes or new political coalitions to break with past
policies and obligations, but the origins and ideological rationales for state
interventionism do playa role in shaping the course of privatization."14

There is also merit in mapping external forces in addition to the usual
emphasis by international institutions on internal characteristics.l5 Mapping
external factors could point to the fall in commodity prices for LDC exports
(1989 average commodity prices were 35 percent below their level in 1980),
the decline in the world aggregate demand for LDC exports, the worsening
terms of trade, and the increase in real interest rates-trends that are likely to
increase during the 1990s.16 Including them allows country officials to
explore ways to cope with the trends and sensitize donor officials to the
extent of the problem these countries face. 1?

Experiences with reforms in Argentina, Brazil, and Mexico illustrate this
interdependence of internal and external factors. Heavy indebtedness has
forced these countries to make large interest payments and has led creditors
to cut off access to private credit markets. The creditor governments, banks,
and international lenders, in the meantime, have focused on problems inter­
nal to the countries and insisted that debt problems be handled on a case-by­
case basis. This argument has deprived "debtors of significant leverage over
creditor-country trade; monetary and fiscal policies that vitally affected their
capacity to pay."18 Kaufman continues that internal political pressures have
encouraged LDC officials to accept this emphasis on internal adjustment
efforts. Business interests do not want to oppose creditors because the latter
could reduce short-term trade credit or disrupt vital imports. In addition,
business interests worry that confrontations with external powers could be
translated into populist appeals within the country that would threaten their
interests. The result is a classic prisoners' dilemma situation. Each LDC pur­
sties a rational strategy, but the net effect is a pattern of bargaining that is
"heavily weighted toward creditor interests." Various plans have been dis-
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cussed among international actors to reduce the debt. "As in the past, how­
ever, debtor countries played no more than a marginal role in the formulation
of such plans; and until they can, it is unclear whether even the most power­
ful of these countries will be able to avoid absorbing the major costs of
adjustment themselves."19

The matrix presented earlier could be made more specific by focusing
on a particular problem and analyzing the external and internal factors con­
tributing to it. Mittleman, for example, argues that the key problem in pursu­
ing economic development is to generate savings to increase capital accumu­
lation for investing in future development.2o LDCs, he argues, need to gamer
resources both externally and internally if they are to avoid being vulnerable
to the international economy. Brazil's strategy of embracing global capital­
ism and China's strategy of "going it alone" have both failed. His analysis
suggests the following matrix:

.Time Frame

Historical Record
Present Investment
Future Trends

Resources for Economic Investments
External Sources. Internal Sources

Mapping the Political and Social Environment
Aspects of the social and political environment to be mapped include behav­
ior patterns in a society, winners and losers from present practices, and pro­
jected changes and attitudes to growth among the populace.

Policies as Incentive Structures. Since actions to liberalize policies assume
that price incentives will change behavior, social mapping is needed·to deter­
mine the accuracy of this assumption. First, it is important to know who will
be affected by proposed changes. A study of grain-producing areas in five
African countries found that only 50 percent or less of rural agricultural
households· that carned· out food crop agriculture were net. sellers of major
staples. This finding meant that policies to raise the prices of food staples
would actually reduce the incomes of large numbers in rural areas.21 Second,
it is important to know about behavior patterns of affected groups. Recall the
study of small farmer behavior in Senegal described in· Chapter. 2 that
demonstrated the· relevance of cultural practices to economic decisions. To
anticipate how price changes will affect farmers' wages, job intentions, pur­
chasing power, and productivity, infonnation could be collected on the fol­
lowing: reasons for low productivity; access to additional land and inputs;
how people derive and spend their income; how price changes affect con­
sumption; and access to goods on which to spend additional income.
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Assessing Winners and Losers. In general, publics have opposed austerity
measures· and encouraged expansionary government policies. Studies of the
effects of elections on economic policies in Latin America, for example,
document that electoral pressures have made it very difficult for govern­
ments to reduce fiscal deficits.22 Mapping can approach this problem by
dealing with three issues. First, based on an economic calculus, who are the
likely beneficiaries and losers from a particular policy? Economic analyses
can anticipate the objective impacts of policies, usually by examining esti­
mated costs and benefits. Second, what are the subjective perceptions of the
impacts as seen by the affected groups? Peoples' subjective estimates can
vary from economic estimates. "In Malaysia in 1976, lower income Malays
perceived that government rural development programs had improved their
income levels and well being. Their support for the government increased
even though more careful economic analysis by the World Bank showed no
gains in real family income. In other cases, though it can be demonstrated
that members of one group have made important gains, they may still be
highly discontented if they believe that they did not gain as much as they
should have."23

A third question concerns the organization and political visibility of the
different groups. It is a well-known maxim of the politics of policy refonn
that raising producer prices and reducing public expenditures on subsidies
and public services benefits rural interests and imposes major costs on urban
interests, including the poor. Since urban groups are better organized and
more visible, leaders generally defer to them. Leaders still have some lee­
way, however. Joan Nelson studied thirteen instances in which prices on food
staples were raised, and found that there were riots in only three of the
cases.24

General Sentiments About Growth as a National Strategy. Some coun­
tries, particularly where the economy has gone through a severe crisis, or
where there has been strong leadership, have forged a national commitment
to economic growth, and the leaders have been able to take strong actions to
alter economic institutions. Korea and Indonesia are examples.25 Mapping
could examine the conditions for developing a commitment and look at such
factors as public awareness of economic crisis, existence of accurate and
understandable economic analyses of the present crisis, and available leader­
ship to promote such support.

Mapping Capacity for Implementing the Reforms

Implementation problems are receiving increased attention, although,
according to a World Bank study, delays in implementation are inevitable.
"They reflect the unpredictability of the political difficulties governments



96 FRAMEWORK

face in implementing refonns rather than necessarily as a sign of poor design
or dialogue."26 The following five issues related to macro and sectoral poli­
cies have proved to affect implementation.

Core Economic Instruments For Managing the Economy. Mapping
should examine the capacity of central ministries of fmance and treasury and
of central banks to control indebtedness and to use the budget to control
expenditures. Does the Central Bank or Treasury control the authority to
incur debt, and are they able to monitor and refonn debt planning? Does the
Finance Ministry have the power to review and manage policies, to plan, and
to appraise public investments? How are budgets prepared and managed?

Data Collection and Analysis Capacity. The capacity to simply collect
and evaluate infonnation about expenditures and revenues is often severely
inadequate. A study of refonns in Brazil, Argentina, and Mexico concluded
that even in these countries, with their relatively sophisticated bureaucracies,
there was, for example, "no fully reliable infonnation about the number of
enterprises in the state sector, since some enterprises existed only on paper;
and others held more than one charter."27 (Lack of analytic capacity is not
necessarily an oversight, however, since political officials may be wary of
skilled technocrats.28) A strategic analysis of agricultural policymaking in
the Dominican Republic also concluded that the capacity for analysis was
critical. Participants mapped the following constraints on good analysis:
policymaking was influenced by partisan politics, and analytic evidence had
very little influence; the agricultural sector had a severe shortage of trained
technical staff; national economic policies received little analysis before
being enacted; the multiplicity of public sector institutions added confusion;
implementation was fragmented among the institutions; there was no ongo­
ing monitoring or evaluation of policies; and there were no mechanisms for
involving private finns in doing analysis.29

Linkages Among Policy Incentives. Policies are often linked to others in
such a way that they have to be carefully sequenced or timed, adding to nor­
mal implementation difficulties. For. example, a privatization program may
include dismantling of a parastatal, training in small enterprise management,
small business loans to potential entrepreneurs, and trade liberalization in
processing.finns. Mapping needs to examine what actions a proposed policy
change is related to or dependent on. Is the policy part of a sequence of
refonns that need to be planned together? Alternatively, can the policy be
broken down into a series of steps and put into place sequentially? Is it possi­
ble to alter the sequence of changes to mitigate some of the negative
impacts? Would such changes or delays affect the program's success? How
much flexibility do designers have in proceeding with such changes as
removing subsidies on basic food commodities?

Institutional Intensity. The concept of institutional intensity is closely
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related to complexity. Paul reviewed World Bank sectoral loans and deter­
mined that they were "institutionally intense" if they ccrequired organizational
restructuring and policy capacity building," that is, if the policy changes
require changes in organizations.30 Some structural adjustment programs try
to refonn puqlic institutions directly, greatly increasing the institutional
intensity. Examples include civil service refonn such as early retirement pro­
grams, dissolution of parastatals, devolution of authority from central min­
istries to subnational levels, and removal of price-setting authority. These
have proved to be the most difficult to implement because they run counter
to established roles and interests in organizations. Those planning for imple­
mentation need to anticipate that there will be major organizational and even
political resistance and should map the likely sources of such resistance.

Clarity About 'Who Is in Charge. What units are involved in a particular
activity and are they linked in any way? Most often, multiple units are
involved and lines of authority are unclear. For example, in the Dominican
Republic a team mapped the units in charge of formulating national agricul­
tural policies and came up with a long list of units with fe.w connections
among them)1 The result may be that none is in charge if the policy overlaps
several units and no single unit has statutory authority. This is often the case
with environmental policies that are affected by several ministries but are the
responsibility of none.

MAPPING THE NEED FOR
SUPPORTING SECTORAL INVESTMENTS

Nature of the Problem

The concept of a system can be a useful way to think about supporting in­
vestments. Brainstorming could identify the parts of the agricultural system,
including marketing, storage, and distribution of inputs such as fertilizer,
credit, research, and so foM. A historical case study could be carried out to
determine which areas posed major problems. A group interested in design­
ing more effective agricultural research, for example. could begin by concep­
tualizing agriculture as a "farming system" and identifying its components.
Studies include individual preferences, known technology, natural resources,
and community values as parts of the system that need to be linked. Research
and technology, for example, need to address the actual problems that farm­
ers face. Mapping would collect information about farmer perceptions, prac­
tices, and needs and determine whether existing research priorities matched
these.32 The mapping exercise could also examine what procedures exist for
government extension workers and research units to learn about the situation
of farmers, especially if they are physically remote or alienated from public
programs.33
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Mapping the Social and Political Environment

Mapping can focus either on beneficiaries or the more political concept of
stakeholders. Beneficiary preferences can be mapped.by asking people what
they want, and needs qm be mapped by asking individuals about their prob­
lems. A strategic analysis approach to improving irrigation systems in Pak­
istan illustrates this second alternative. The design team used members of the
implementing organizations to interview farmers. Instead of asking directly
about their preferences, however, they asked for information about the fol­
lowing: inequity of water supply; unreliability of water supply; inadequacy

. of water; watercourse losses; submerged outlets; use of inputs; and willing­
ness to be involved in the system.34 The teams then derived farmer needs
from these characteristics of the water systems. Another approach to deter­
mining preferences and needs assumes that they are best revealed through an
interactive strategy. Individuals may not be aware of their needs until they
have a sense of options. Group discussion may provide'a more' accurate pic­
ture of what local people want and what their situation is like.35

Another approach draws on the concept of stakeholders-all groups
wi~ an ability to influence the policy either positively or negatively. The list
would be specific to each policy and could include local political interests,
civil servants, labor unions, international organizations, revolutionaries, op­
position parties, chambers of commerce, and so forth. A SWOT'analysis
could be used to classify them~ A similar schema listed stakeholders and then
indicated what transactions one might carry out with each stakeholder group.
Transactions included providing financial resources, providing physical in­
puts, offering political support, offering technical assistance, deliveting ser­
vices, and providing publicity.36 The following variationfocuses on assets:37

Matrix for Analyzing Assets of Stakeholders
of Policy to Privatize Agricultural Inputs

Potential Assets

Stakeholders
Farmer organizations
Private businesses
Parastatals
Banks
Credit unions
Donors
Chambers of Commerce
NGOs

Financial
resources

Physical
inputs

Political
support

Service
delivery

assistance
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Mapping the Capacity for
Implementing Supporting Investments

Three capacities are particularly relevant: project implementation, opera­
tional procedures, and the effectiveness of the wider bureaucratic setting.

Project Implementation. Supporting activities are often funded and imple­
mented as projects. Ministries are widely judged to have a very low capacity
for implementing projects based on evidence that they are unable to spend
budgeted project funds in a timely manner. Recall the point in Chapter 2,
however, that such delays can be traced to a number of sources, including
central government financial constraints and donor regulations. Mapping
therefore needs to diagnose actual reasons for spending delays. Another
problem frequently raised is the failure to take a programmatic approach to
projects. Budget staff can be surveyed to detennine how they evaluate pro­
jects-in tenns of meeting their budget, or in tenns of contributing to pro­
gram goals. When faced with budget cuts, do they make these across the
board or do they make programmatic judgments?

Complexity affects how supporting services are implemented. Does a
proposed project, for example, prescribe a relatively simple task of deliver­
ing a specific service or a more complex task of changing behavior in a com­
munity or altering economic institutions? One mapping schema developed
for the World Bank lists the following indicators of complexity: variety of
services, amount of change desired, whether tasks have to be sequenced,
whether the tasks are poorly defined, the scale of the services, whether the
services involve new activities, and whether there are conflicting views
about them.38 The higher the score on any of these the more complex the pol­
icy, and the more flexibility will have to be incorporated in its design.

Operational Procedures. The organizational procedures of financial man­
agement, personnel, data collection, and monitoring can all be mapped.39

Financial management. Three points' are mentioned most frequently:
the use of budgeting for managing programs, the capacity to monitor govern­
ment expenditures, and the adequacy of the revenue system. Mapping the
revenue system involves the following variables: who pays for services, what
fonn of payment is used, how are taxes collected, what are the sources of
local revenue, what are the equity implications of revenue sources, and what
is the financial relationship between central and local governments?40

Personnel systems. Personnel procedures continue to be one of the
weakest points in many organizations. Klitgaard documents the.difficulties in
improving civil service systems and in rewarding good perfonnance, given
the severe shortage of resources in these systems. His concern that we have
"incentive myopia"-a lack of concern with incentives-suggests the need
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to map incentives and the extent to which they are linked to performance
measures. As an example, he notes that in Ghana the Railways Corporation
"linked heavily subsidized packages of food to the achievement of measur­
able results for each worker and for the Corporation as a whole."41

Data collection. and monitoring capacity. Thomas Dichter laments
that development management has focused too much on interpersonal skills
and overlooked the need for basic accounting systems and data analysis pro­
cedures and skills.42 A common problem is a lack of informati'on for deter­
mining what a project or program is accomplishing. According to Joseph
Wholey, data are often collected about resources spent and activities carried
out but not about outcomes. He recommends a process in which stakeholders
collaborate on derming outcomes and reasonable indicators for these, includ­
ing the "explicit use of multiple objectives and multiple performance indica­
tors in defIning 'good performance'; and use of qualitative as well as quanti­
tative indicators to capture the nuances of good program performance."43 A
mapping exercise to determine whether and how results are currently
assessed might look like the following:

Events Performance Indicators Data Sources

A matrix can be used to map the existing strengths and weaknesses for
organizational procedures. .

Mapping Organizational Procedures

Procedure
Financial management
Incentives for staff
Data collection to

monitor results

Description Strengths Weaknesses

Bureaucratic Setting. This factor refers to the place of the organization in
the larger bureaucratic setting. Mapping could list all of the units involved in
an activity-planning, implementing, collecting resources, monitoring, and
evaluating. It could examine the vertical relations within a program ministry,
as well as the horizontal relations with central ministries of fmance and plan­
ning, and with regional organizations, field units, and local governments.
Mapping would layout the various units involved in carrying out a policy
and indicate how they divide or share responsibilities among themselves and
how they are related to each other.

A matrix can be designed to capture these relationships. A project unit in
Cairo charged to implement a policy to decentralize the provision of urban
services in that city found that overlapping authority among government
agencies was very confusing and inhibiting. The implementors began by list-
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ing all of the tasks involved in carrying out urban services and all of the units
of government involved in service delivery. They placed these lists on a
matrix and used it in meetings with government officials to sort out relation­
ships and identify points of tension and confusion. The following chart is
excerpted from the original.44

Responsibility Chart

Actions

Project design
Cost estimate
Award of contract
Inspections

Project
Manager

Units
City Executive Ministry

Council Council

A cell was coded R if a unit had principal responsibility for an action, C if it
had to be consulted, V if it had veto power.

Analyses usually find that there is inadequate coordination among dif­
ferent units, producing stalemates and wasted efforts. The need for coordina­
tion may be overstated, however. Leonard proposes a useful distinction that
needs to be mapped. He notes that Kenya has dramatically increased its milk
production even though there is little coordination among the several units.
He distinguishes between components that have an "additive" effect and
those that have an "interactive" effect. When two components interact so that
both have to be present, then integration is important. For example, he notes
that artificial insemination and dipping to control tick-borne diseases are
interactive; neither would be effective without the other. In other cases, the
effects are only additive, such as veterinary medicine and cattle management
practices. In these cases, coordination is less essential.45

A common problem in bureaucratic settings is achieving a balance
between accountability on the one hand and discretion to experiment and
adapt on the other. Finance ministries often insert controls in the system to
ensure the integrity of the funds and cope with widespread abuses. The result
is a hierarchical system with little delegation of authority. In Guinea, for
example, the results were paralyzing. Mapping showed that project field offi­
cers had to file sixteen different request fonns for each purchase, a require­
ment that created excessive rigidity and explained why often nothing was
done.46

Techniques for Collecting Information About Organizations. In "critical
incidents analysis" interviewers ask practicing managers to briefly describe
critical incidents that they have had to confront over the past year. Such
descriptions presumably provide greater insight into the actual experiences
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of managers than questionnaires, which can produce vague and general
responses.47 A second technique, a flowchart, is used to ask those being
interviewed to describe the steps that are taken in any process and is illus-:­
trated by the earlier example in which staff listed sixteen steps·in requesting
a purchase.48

MAPPING INSTITUTIONS

Nature of the Problem

Institutions refer to the set of organizations, nonns, and rules in a policy
arena. Institutional analysis begins with a policy and asks what set of institu­
tions-public, private, or voluntary-is most appropriate for carrying it out.
Since policy changes frequently require implementing units to delegate some
responsibilities to other units and also to stimulate and develop stronger pri­
vate sectors, institutional analysis is increasingly included in discussions of
implementing policy changes. Several techniques have been developed for
mapping institutional alternatives; four are described here.

Public Choice and the Demand Characteristics of Goods. Economists
conceptualize policies according to the kinds of demands they elicit and then
analyze which rules and organizations will provide a service or good most
efficiently.49 These assumptions, often associated with public choice theory,
were described in Chapter 3. The present discussion illustrates how they
have been applied in an institutional analysis of feeder roads in Bangladesh.
The stated purpose was to design a package of investments in the rural road
systems so that the roads would yield sufficient benefits to justify the invest­
ment This involved three different studies in the affected communities. First,
a technical study was done to map the soil conditions, the usage of the roads,
feasible road surface types, available labor pool, and so forth. Second, a
financial analysis was carried out. This included a cost-benefit analysis of the
likely benefits from improved roads, the characteristics of the beneficiaries,
the maintenance costs, the impact on land values, and the likely impact on
traffic density and cost of marketing agricultural produce. The financial anal­
ysis also included a study of alternative ways to fmance roads, including user
fees, tax policies, and local tax administration.

The analysts followed the technical and financial studies with an institu­
tional analysis. The purpose was to detennine if there was any link between
those who would benefit from a policy and those who paid for it. If such a
linkage was lacking, there was little incentive to build· a cost-effective road
system, monitor its usage, or maintain it. They mapped how roads decisions
were made, how the benefits and costs were distributed, what role the local
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govenunent played, how maintenance was carried out, how contractors were
supervised, and so forth. Their study of the present institutions showed
severe structural biases against effective maintenance, against monitoring the
engineers, and against getting the users to pay for any benefits they would
receive. This mapping laid the baSIS for their recommendations to develop
alternative institutions, including user fees and community organizations,
that would counter these structural biases by connecting benefits from
improved roads with payments and responsibility for maintaining them.50

The approach is particularly relevant when people are clear about their
preferences, when efficiency is the most appropriate criterion for selecting
among institutions, and when voluntary institutions are present in an area.

Historical Analysis of Institutions. Richard Nelson proposes a historical
analysis to examine what institutional problems have arisen in the past in a
particular policy arena.51 He suggests the categories as an alternative to tradi­
tional economic models that map the costs and benefits associated with a
policy. Nelson agrees with the economists' emphasis on responding to pref-"
erences, but he is concerned that often individuals are not well informed
about a policy. Therefore, his model maps the extent to which a policy
includes arrangements for informing and educating individuals as well as
responding to their needs.

1. Develop a case study of a policy issue, examining what problems
have arisen in the past. Specifically,
a. Are preferences informed and expressed?
b. Are some organizations responding?
c. Do the organizations adjust as changes occur?

2. Compare how different policies or institutional arrangements would
handle each of these questions.

3. Propose a more adequate set of institutions that would inform as well
as respond to preferences.

These particular questions are useful when individuals are uninformed or
unclear about their preferences and/or when preferences are changing. The
model could be used to map institutions for providing health and nutrition
programs or extension services. Do they inform the community and enable
individuals to make more informed decisions? What are the alternative ways
of providing health care and extension services, and how well would they
inform the community?

Comparative Advantage. Uphoff suggests analyzing different institutions
according to the economic principle of comparative advantage. He asks
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when local institutions are likely to be more efficient than national ones; if
local institutions have an advantage, what are the comparative advantages of
local agencies, local governments, membership organizations, cooperatives,
service organizations, and private businesses. He suggests that local institu­
tions will have the advantage where benefits are immediate and tangible and
when policies require interdependent behavior.52

SWOT Analysis of Available Institutions. A fourth technique for map­
ping institutions uses a SWOT analysis. For example, those implementing a
policy to stimulate agricultural production might decide to focus on the need
for increased credit in rural areas. They could examine the following institu­
tions for providing credit and carry out a SWOT analysis of each: state agri­
cultural banks, credit agencies, national and regional development agencies,
area pilot projects, crop-purchasing authorities, fanner associations, coopera­
tives, credit unions, commercial banking systems, private processors and
exporters, suppliers, distributors and dealers, and village merchants.53 Those
doing a strategic analysis could review such a list, determine which are rele­
vant to the policy at hand, and indicate the potential assets the various units
could bring, the problems they are likely to have, the opportunities they pre­
sent for overcoming some of the problems in the past, and the threats they
offer.

Mapping the Social and Political Environment

The fourth approaches to institutional analysis described above include
efforts to map the environment. One could also assess the legal framework in
a country and the impact it has on the private sector. What are the effects of
present regulations, and to what extent do laws give businessmen confidence
in the future and thus encourage them to invest? A mapping of the private
sector in Jamaica by the U.S. Government Accounting Office (GAO) illus­
trates the infonnation one can produce. Following· interviews with the local
business community to determine why the private sector had not grown
faster in Jamaica, they cited the following problem areas:

1. Lack of confidence in private sector. Business leaders doubted the
government would carry through on policies to support them. In par­
ticular the government had been slow to carry out an export incentive
program and actions to make foreign exchange more available to pro­
ductive enterprises.

2. Complex government bureaucracy. Complex regulations discourage
investments. For example, thirteen different institutions share respon­
sibility for industrial policies, services, factory space, financial assis­
tance, and management of publicly owned manufacturing companies.
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3. Infrastructure problems. Power outages and water shutoffs· are fre­
quent. Even where infrastructure was adequate, maintenance was
poor.

4. Other constraints. These include shortage of skilled workers, short­
term practices of businessmen, manufacturing inefficiencies, and
labor union demands.54 .

Mapping the Capacity for
Implementing Alternative Institutions

Two implementation problems are noted here. First, the public sector may be
wary of efforts to relinquish control to other units; second, if multiple units
are used, it is often difficult to get them to cooperate in providing services.

Role ofPublic Sector. Institutional analysis requires a close look at the role
of the public sector and frequently leads to recommendations to alter that
role considerably. The example in Chapter 1, in which publicly funded
research organizations distribute seed to falTIlers for conditioning and pro­
mote private filTIls to take over their production, changes the role of the orga­
nizations from providing the service itself to stimulating and encouraging
other units.55 Such changes may be threatening to individuals who have a
personal, and often a monetary, stake in continuing an activity. It is well
known that individuals are often loathe to make changes and that significant
inducements may be needed.56 Policy changes may also offend officials'
sense of the proper role of government in a society. A mapping exercise
could examine what private and voluntary organizations need from the gov­
ernment. Research in the United States suggests that governments are spend­
ing more time on dispensing infolTIlation, keeping units abreast of new
technology, and bringing units together to collaborate.57 The need for infor­
mation and assistance and the attitudes of public officials toward this evolv­
ing role could be mapped.

Cooperation Among Institutions. The question of cooperation is important
because of the well-documented fact that organizations find it exceedingly
hard to work together. It is important therefore to examine both what units
are potentially available and what procedures and incentives might induce
them to cooperate with each other. A mapping session might address the fol­
lowing issues: What are the fOlTIlal and infolTIlal relationships among the
units? What incentives exist for them to work together? Most interorganiza­
tional studies take an economic approach to organizational incentives and
propose that units will work together when they need something from each
other, such as resources, support, and infolTIlation. One study, however,
found that when organizations share the same policy goals, they are often
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willing to cooperate whether.or not· they need something from each other.
Thus, the mapping exercise could collect infonnation both about an organi­
zation's need for resources and its policy goalS.58

MAPPING HUMAN RESOURCE NEEDS

Nature of the Prob lem .

Increasingly, observers are urging that more resources be put into developing
human resources-education, health, job training. The argument can be
made on humanitarian grounds and tied to a definition of development as
enhancing peoples' capacity for self-detennined growth.59 The argument can
also be linked to policy refonns and economic growth. The World Develop­
ment Report 1990 proposed that improving human resources is one way to
ensure that economic growth reaches an·members of a society, including the
poorest. Several problems have arisen, however. Severe resource shortages
have led to drastic reductions in social service expenditures, and service-pro­
viding bureaucracies are frequently inefficient and unresponsive to individu­
al. needs. Mapping could detennine what is being done in the education,
health, nutrition, and family planning sectors; who is responsible; indicators
of results in these areas; access of groups to these services, particularly the
poor; and recurrent costs and cost effectiveness.

Mapping the Political and Social Environment

Two· factors can be mapped here. First, data on education, health, and birth
rates can be used to assess the resources and deficits among the populace. In
many countries there has been marked improvements in nutrition, for ex­
ample. A mapping exercise could focus particularly on successful cases and
the reasons for them.6o A second factor concerns the ways in which people
earn a living. It is particularly important to survey the work patterns of the
poor, since they frequently hold a variety of jobs. "It is not uncommon for
different family members and the same individual to be cultivators, hunters
and gatherers, small artisans, petty traders and wage laborers at various times
ofthe·year."61 Analysts working in the Philippines, for example, decided that
a traditional demographic profile of community members-income, size of
family,. etc.-would not give managers the kinds of infonnation they needed
to promote development in the area or assist community members. They
designed a survey to detennine how people actually earned· a living. This
kind of infonnation would tell managers· about the variety of coping strate­
gies that community members were using. Managers could then use this
infonnation to design the policy response and involve community members
in assisting with it.62

It is also important to detennine the diversity in a community. Observers
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often generalize about beneficiaries and look at averages· and general tenden­
cies. In fact, there may be important variations that need to be taken into
account in designing services. There may be very significant differences
between the wants and needs of male and female farmers, for example, that
will have a major influence on the kinds of services that are needed. Simi­
larly, the needs of the poorest may differ from those with slightly more
income. Tendler proposes dividing the poor into three groups so that infor­
mation about those at the bottom is included, and Esman reminds observers
to look at the special needs of the landless.63

A third factor to be examined is the demands and preferences for these
services. In the area of primary health care, Uphoff emphasizes the need to
know about community preferences for preventative versus curative pro­
grams and individuals' perceptions of the relationship between the costs and
benefits of various health care measures (mosquito nets, hospitalization,
sanitation, inoculations, etc.). He describes communities in Guatemala where
a rural health program stressed prevention of disease, but community mem­
bers wanted medical services.64

Mapping the Capacity for Implementing Proposed Changes

Given the rigidities in large bureaucracies and the scarcity of resources for
human services, institutional alternatives need to be considered. Hence, the
earlier discussion about alternative institutions is particularly applicable.
Uphoff, for example, urges that those concerned with primary health care
explore the variety of institutional options that exist, particularly local
options. He proposes mapping the following: local offices of the Ministry of
Health (range of services and outreach); local government (role in sanitation
and generating revenue); voluntary organizations (linkages to community);
cooperatives (access to resources for health care); service organizations
(extent of community-based programs); private providers (role in delivering
goods and services); and private health practitioners (midwives, paraprofes­
sionals). Mapping would then consider which institutions are best able to
perform different tasks in the health care arena.65 They could draw on any of
the four analytic strategies proposed in the. previous section for analyzing
institutions. Second,mapping could examine how the services are financed,
whether through· government funds, user fees, self-help, external contribu­
tions by future employers, and so forth.

MAPPING SOCIAL MOBILIZATION

Nature of the Problem

A concern for mobilization assumes that prices alone may not be enough to
ensure that everyone, particularly the poor, will participate in economic
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development. Economic factors, such as access to jobs and land and fair
returns for labor, are essential inducements. However, peasants, in particular,
are often characterized by defeatism and alienation from goveminent activi­
ties and lack the self-confidence necessary to undertake risks and innova­
tions.66 A number of observers-Hirschman, Korten, and Uphoff, for ex­
ample-cite evidence that bottom-up communal organizations can energize
people and stimulate them to become involved in development activities.67

Their descriptions echo the themes in Chapter 4 on the influence of ideas, the
evolving nature of preferences, and the role that institutions play in shaping
preferences and stimulating behavior. Their point is that social mobilization
enables the poor, particularly the more isolated rural poor, to participate in
economic growth, respond to price incentives, and take advantage of invest­
ments in human resources.

Mapping the Social and Political Environment

Mapping can examine three characteristics of communities. Planners can col­
lect infonnation about preferences and needs as described in the last section;
they can canvass the indigenous leadership in communities; and they can
survey the voluntary organizations in a community. As Esman apd Uphoff
show in their studyof local organizations, the latter are often the best mecha­
nism for reaching the poor.68 And Hirschman adds that past experiences with
community action fosters social energy, even if earlier efforts failed. For
example, a particular fishing cooperative that he visited "could only come
into being through the sense of comradeship and community, the dispelling
of isolation and mutual distrust that resulted from the common action taken
many years before."69

Mapping the Capacity for
Implementing Efforts to Mobilize Communities

One implementation problem is that governments are easily threatened and
are unwilling to encourage mobilization unless they retain considerable con­
trol over the activities.7o (Recall the government-led mobilization Saemaul
Undong movement in South Korea, described in Chapter 1.) On the other
hand, implementing officials may be willing to either tolerate or assist in
organizing communities in order to gain their support and to supplement
dwindling budgets.71 A second problem is that community organizations fre­
quently need a lot of assistance and support if they are to playa major role in
mobilizing communities. According to Esman and Uphoff, based on their
review of local organizations worldwide,· "the problem is more a matter of
sustaining LOs and making them effective than of calling them into exis­
tence."72 A review of voluntary groups funded by USAID agreed that they
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Table 7.1. Selected Issues in Diagnosing the Policy Arena

MAPPING MACRO AND SECTORAL LEVEL ECONOMIC POLICY ARENAS

Nature of the Problem

Internal and external causes of economic problems
Historical experiences and future trends
Available resources for economic investment

Mapping the Social and Political Environment

Behavior patterns and economic incentives
Winners and losers from projected reforms
Attitudes towards growth as a national strategy

Mapping the Capacity for Implementing the Refonns

Core economic instruments for managing the economy
Data collection and analysis capacity
Linkages among policy incentives
Clarity about who is in charge

MAPPING THE NEED FOR SUPPORTING SECTORAL INVESTMENTS

Nature of the Problem

Sector as a system of interdependent parts

Mapping the Social and Political Environment

Beneficiaries: preferences and needs
Stakeholders: assets and weaknesses
Resources: Finances, political support

Mapping the Capacity for Implementing Supporting Investments

Capacity for project implementation
Operational procedures: financial management, personnel system, data collection and monitoring
Effectiveness of the wider bureaucratic setting: units involved, relations among them, respective

responsibilities, coordination and cooperation, controls and delegation

MAPPING INSTITUTIONS

Nature ofthe Problem

Analysis and comparison of institutional alternatives

Mapping the Social and Political Environment

Nature of existing institutions, including private sector
Legal framework for the private sector

Mapping the Capacity for Implementing Alternative Institutions

Role of public sector in assisting other organizations
Mutual needs and interests among institutions

MAPPING HUMAN RESOURCE NEEDS

Nature of the Problem

Severe resource shortages and reductions in seIVices
Inefficiencies in service-providing bureaucracies

Mapping the Social and Political Environment

Data on education, health, nutrition, birth rates
Successes in improving education and health
Ways in which people earn a living
Preferences for services

Mapping the Capacity for Implementing Improved Services

Institutional alternatives for providing services

MAPPING SOCIAL MOBILIZATION

Nature of the Problem

Sources of social energy in the population

Mapping the Social and Political Environment

Information about preferences and needs
Indigenous leadership in communities
Potential voluntary organizations

Mapping the Capacity for Mobilizing Communities

Extent of government support for mobilization
Sources for assisting voluntary organizations
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need a lot of external assistance, including training and management skills,
in' order to be successful.73

CONCLUSIONS

A key theme in strategic analysis is that some combination of policy plan­
ners, managers, stakeholders, and technical assistants needs to -assess the
opportunities and problems in LDC situations in order to develop effective
strategies for intervening and bringing about. change. This chapter has sug­
gested a number of issues that these groups could map. It has drawn on expe­
riences with policy reforms and pointed toward the kinds of issues that have
posed problems in the past. While these are meant to be suggestive only, they
do indicate ways to introduce substantive issues into the diagnosis and to
build on the cumulative experiences in LDCs. The discussion also posed the
issues in the form of new concepts and matrices in order to stimulate partici­
pants to shake loose from a status quo mindset and to engage others with
alternative views.
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Identifying Strategic Issues

ISSUES PRIOR TO STRATEGIES

Although it is possible to move directly from mapping to designing a strate­
gy for carrying out a policy, there is value in an intermediary step in which
participants identify those particular issues that appear to be most critical and
that they intend to tackle first. A strategic issue refers to a basic policy
choice and, according to John Bryson, identifying such issues "is the heart of
the strategic planning process" since it determines how strategies will be
framed and carried out. He continues that the process can generate tensions.
"Identifying strategic issues typically is one of the most riveting steps for
participants in strategic planning. Virtually every strategic issue involves
conflicts: what will be done, why it will be done, how it will be done, when
it will be done, where it will be done, who will do it, and who will be advan­
taged or disadvantaged by it. These conflicts may draw people together or
pull them apart, but in either case participants will feel heightened emotion
and concern."l

The literature on strategic planning proposes a number of reasons for
identifying this as a separate step.2

First, it encourages selectivity and helps people focus on what is most
important. Since officials cannot do everything, they need to prioritize issues
for the short and long range.

Second, it ensures that implementors focus on problem situations and
not solutions. This emphasis on issues encourages participants to select
strategies that focus on particular uncertainties or problem areas, rather than
select them because they are easy or routine. The discussion of structured
techniques in Chapter 5 also emphasized the value of separating issues from
solutions. When these are not separated, it is too easy to adopt steps that look
relatively easy to put in place, or that fit existing norms and biases but do not
necessarily help people cope with the most critical issues. A report of a
strategic planning process used in Pakistan stressed· this point. The models
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they introduced were designed to focus on "what needs to be done, not how
to do it. This is the greatest asset of the models as it is all too common for
people to argue about how to do something without any shared understand­
ing of what the action is supposed to achieve."3

Third, identifying issues as a separate step encourages learning by doing
or action research. Managers have a greater chance of improving implemen­
tation if they work on issues that are immediate to them and that they have
identified as important.4

Fourth, it encourages areas of common agreement. Even if participants
do not agree on objectives, they may agree on issues or on definitions of
problem situations.

DEFINING ISSUES

Participants can move directly from the mapping exercises to identify the
issues and then prioritize them. Alternatively, if there is agreement on goals,
they could begin. with goals and objectives and review them in light of dis­
cussions during the mapping stage. Ideally, issues will be stated as questions
that have more than one answer. Examples of strategic issues developed in
some of the cases referred to throughout this book include the following:
How can the government stimulate more resources for investment, both
internally and externally? How can the government reduce the flight of capi­
tal from the country? How can the Finance Ministry dispense funds to local
units in a timely and efficient manner that both gives them some discretion
and holds them accountable? How can marketing services be made more
efficient and effective? What actions are needed to stimulate increased agri­
cultural productivity in staples? How can training institutes improve the
effectiveness of local organizations? How can a Ministry of Agriculture
encourage the development and distribution of seed that is appropriate to dif­
ferent regions of a country?

Issues and major questions are not necessarily obvious. A group dis­
cussing a credit program could focus on how to increase general access to
credit in rural areas. Alternatively, it could focus on increasing credit for
poor farmers. The two questions are not the same. A. program designed to
move more credit to rural areas might target the better-off farmers anq make
no provision for poorer farmers who pose greater risks for lending institu­
tions. Alternative ways of stating issues can come out of the mapping pro­
cess described in the last chapter; they can come out of an awareness of
implementation difficulties; or they can come from analytic frameworks such
as those proposed for carrying out institutional analysis.

The analysis of rural roads in Bangladesh discussed in the last chapter
illustrates alternative ways to define issues. The report noted that roads are
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typically defined as an engineering issue, and indeed an effective roads sys­
temis partially a technical issue. It is also partly a problem in understanding
the social and environmental setting, and learning the kinds of roads the
community needs. Third, the roads pose a financial issue, namely how to
finance them. Finally, roads pose an institutional issue. How can designers
ensure that those who benefit from the roads will have an incentive to con­
tribute resources and assist in maintaining them?5

As another example, a ministry charged with reducing its staff can
defme the issues it confronts in several ways. It could state a strategic issue
as, How can the agency reduce the number of staff? An alternative question
would read, What personnel policy will enable the agency to match staffing
with agency functions? Yet another question would ask, What can the agency
do to stimulate alternative employment opportunities for staff in the· private
sector? The first is an immediate response to a policy mandate. The second
and third fonnulations interpret the policy mandate in light of agency func­
tions and political demands for job security and are able to take into account
a variety of issues that would likely have arisen during the mapping sessions.

CRITERIA FOR SELECTING MAJOR ISSUES

1. Identify the major issues that arose during the mapping exercises
-both substantive and institutional.

2. Select issues where interventions can make a difference, where new
policies, leadership, or effective management can change the situation.

3. Select issues where there is a possibility of changing views-both
core and secondary views.

Identify Major Problem Areas

Two kinds of issues arise in thinking about policy refonns: substantive issues
related to economic development, and capacity issues for designing and car­
rying out selected strategies. If lack of credit is identified as a critical sub­
stantive issue, then it is also important to ask what institutional problems
have arisen in making credit available in rural areas. Reviewing the mapping
exercise, participants can ask, Is the credit failure due to a lack of available
funds, a lack of organizations for processing the loans, a lack of guarantees
for loan defaults, or a lack of confidence by the business community that
fanners will respond to new incentives?

Some issues involve a general capacity in an organization and are not
unique to a specific policy. An analysis of financial management procedures
in the agriculture ministry in Guinea identified a number of severe problems
in the management process: multiple and conflicting budgets, fmancial allo-



116 FRAMEWORK

cations that reflect available revenue rather than budget requests, a severe
lack of budgeting skills, delayed disbursements, a lack of infonnation on per­
sonnel for rewarding perfonnance, and a lack of basic office equipment.6 A
session to identify strategic issues would translate these into questions such
as: How can the budgets be rationalized and simplified? How can the process
of making financial allocations be more responsive to requests? Those sug­
gesting each issue would specify why it is important and what will happen if
it is not addressed. Then the group could rank them, either through discus­
sion or through a structured process such as the nominal group process
described in Chapter 5. Presumably one would rank them according to their
importance. The group could also select one of the less critical issues to gain
some experience in resolving conflicts before turning to more difficult ones.

A plan for the agricultural sector in Morocco sponsored by the World
Bank identified several organizational issues. A number of working groups
composed of Bank staff and Moroccan counterparts carried out studies of the
sector. As a result of several dialogue sessions, they identified a number of
institutional capacity issues, including "lack of managerial and financial
autonomy, lack of staff capacity, skills and incentives both for policy plan­
ning and service delivery." Using this analysis they moved on to the strategy
planning stage in which they divided the organizational changes into several
parts and designed a way to introduce them in stages. They began with a
low-cost pilot program to strengthen the extension service in twenty-eight
rainfed areas, with plans to expand it later.?

A study of refonn experiences in Brazil, Argentina, and Mexico identi­
fied major issues that covered two dimensions-internal and external prob­
lems, and substantive and implementation problems. Kaufman noted that the
major internal problem was political opposition to austerity and increased
taxes. The two internal implementation problems concerned a poor capacity'
for data analysis and the limited authority in central finance ministries. The
major external problem was the debt drain and the power of external credi­
tors to control access to capital.8

Make a Difference

Identify issues where policy changes can make a difference and where imple­
mentors can expect to have some influence or control. For example, imple­
mentors can ask whether the content of the policy can be adjusted, or what
opportunities there are for developing new organizational units.9 If imple­
mentors can identify a few areas where they can be certain of making a dif­
ference early in the process, they may be able to use these experiences to
give them some confidence and experience to tackle more difficult issues
later.
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Influence Beliefs

Implementors need to consider opportunities to change or alter the setting,
including peoples' beliefs, to be proactive, rather than simply adapt to prefer­
ences. For example, if intended beneficiaries are not interested in a particular
policy change, the important issue may be changing their minds or learning
more about their needs rather than simply adapting to their lack of interest.10

Participants need to look for opportunities where their group or separate indi­
viduals can exert some leadership and make changes rather than accept the
prevailing conditions. 11

TECHNIQUES FOR DEFINING AND SELECTING ISSUES

Defining Jssues Based on Mapping Exercises

Discussions can build on the earlier mapping discussions and the analyses of
existing problems and situations. Group process techniques described earlier
can be helpful at this stage. Whereas mapping can generate infonnation, the
task here is to synthesize and focus efforts. Techniques for synthesizing dif­
ferent views, however, are less fully developed than techniques for generat­
ing options. Recall that one of the procedures described in Chapter 5 sug­
gested that a small team might develop a set of issues as a "straw man" to
give the group something to focus on and revise.

One report of a strategic process suggests the following procedure for
identifying issues.I2 Individuals begin by writing answers to three questions:
What is the issue? What factors make it a strategic issue? What are the con­
sequences of failing to deal with, it?

Participants are given time to identify these, perhaps as much as a week,
after which they come together in a joint planning session. The separate
issues are posted visibly for all to see and discuss. A two-by-two matrix can
be used to compare them, using a SWOT analysis, with strengths and weak­
nesses posed by each issue on one dimension and opportunities and threats
on the other.

Opportunities

Threats

Strengths

Opportunities for
taking advantage
of strengths
Threats to
realizing these
strengths

Weaknesses

Opportunities for
~vercoming weaknesses

Threats that make
it hard to overcome
weaknesses

Participants can use the matrix to analyze and compare the issues. Those
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cases where an issue is associated with many items under strengths and
opportunities can be tentatively proposed as the strategic issue and then dis­
cussed further.

Identifying Issues Without a Mapping Exercise

Sometimes external groups can assist in identifying issues, as in the follow­
ing cases: In 1986 the Science and Technology (S & T) Bureau within
USAID asked missions to identify specific issues for which the Washington
office might provide assistance in promoting policy refonns. To stimulate a
dialogue, the Bureau reviewed mission documents and for each country iden­
tified those issues that seemed to stand out as most important. The Bureau
presented the proposed issues to the mission staffs in order to initiate a dia­
logue in an upcoming visit to the country. This procedure illustrates a
promising technique for identifying priority issues when a conscious map­
ping event has not been carried out. The following summary of two of their
efforts to define issues shows how the documents from two different coun­
tries posed very different sets of priority issues.

Guatemala. General issue: Public sectordeficits and declining revenues.
Specific issues: (1) How do interest groups assess the risks and uncertainties
of different refonn measures and what is their likely success rate? (2) What
role can the political leadership play in a "national dialogue" and· "what
means exist for leaders to promote popular and elite understanding of pro­
posed changes in tax structures?" (3) How can the government improve its
capacity to refonn and administer the tax system? This last question posed a
number of additional, more technical issues: How can the tax system be
improved to be more elastic and efficient? How can the government collect
better data for making better revenue projections and estimates of capital
flight? Which sectors should receive priority in investments? How can
Guatemala's domestic tax system be accommodated with the region's
common market?

Costa Rica. General issue: Divestiture of state-owned enterprises (SOEs).
Specific issues: (1) How can support be built for divestiture? "What steps
must be taken to ease adjustment, raise public knowledge of SOE losses and
build popular support for reduction of the public sector involvement?" (2)
What financial mechanisms can be developeq to restructure SOE debt, such
as financing the write-offs of SOE losses and gaining a better understanding
of credit requirements? (3) How can the government detennine the long-tenn
developmental needs of the private sector, including needed managerial and
technical skills and fiscal and legal constraints?

Note that the proposed issues included problems related to the political
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setting and to the capacity for implementing the reforms. They also illustrate
how one can identify fairly general issues" arid then break them down into
more specific ones.

CONCLUSIONS

Identifying issues is an important step in a strategic process because it focus­
es participants on problem areas rather than on solutions. The examples illus­
trate that issues can be identified in a number of ways besides a formal plan­
ning process~inc1udingcase studies and a review of documents. To assist in
a strategic process, however, issues need to emerge out of an understanding
of particular situations and then be fed back to officials, managers, and stake­
holders for their response. They need to be relevant to the situation and
owned by the participants.
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Strategies to Cope
with Major Issues

CHARACTERISTICS OF STRATEGIES

Strategies vary according to who is involved and whether participants are
discussing a broad policy framework or a more specific implementation plan.
Strategies include recommendations about the policy itself, about its timing
and content, as well as implementation activities that address problems or
issues identified earlier. They can be designed to mobilize stakeholders and
gain their support, or to build coalitions among political interests. They can
include compensations for opponents, actions to divert the opposition or to
coopt political leaders, and sequencing decisions to buy support.! Policy
reform experiences suggest that appropriate strategies have four characteris­
tics: they are based on earlier mapping and issue identification exercises;
they propose innovations; they link immediate steps to a broader plan or pro­
gram; and they stimulate an organizational capacity for implementation and
learning. First, strategies are based on the information produced during the
mapping exercises, particularly on the strengths and opportunities identified
in any SWOT analyses that were carried out. They also suggest how to deal
with the questions posed by strategic issues.

Second, strategies involve innovation and creative thinking. According
to the International Labor Organization (ILO), "not every planning for three,
five or more years ahead deserves to be called strategic. If mere extrapola­
tion is used to produce a plan instead of creative thinking based on thorough
analysis of facts, or if analysis is overdone but does not help to find and take
new opportunities, such planning cannot normally be considered strategic."2
For example, if the issue is to increase resources to stimulate the private sec­
tor, participants need to speculate about and compare a variety of options
such as debt conversion, free trade zones, venture capital, and the establish­
ment of market towns-in addition to more traditional activities such as
offering extended credit. Planning sessions, therefore, need to include con­
ceptual exercises to stimulate new ways of thinking about an issue. Accord-
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ing to Bryson, there has to be a catharsis stage in which participants break
through their attachments to existing ways of doing things.3

Third, strategies need to be connected to broader programmatic con­
cerns. Strategy decisions, therefore, will be made at both top and lower lev­
els. Guidelines, established at the top, can provide direction.4 At the same
time, many decisions will be made lower down in the organization. Again
according to Bryson, "Overall strategic guidance is given at the top, but
detailed strategy fonnulation and implementation typically occur deeper in
the organization."5 Finally, strategies are linked to an organizational learning
process. The level of uncertainty associated with collaborative implementa­
tion means that specific objectives will always have to be adjusted. Strate­
gies, therefore, are part of an organizational learning process and need to be
linked to procedures that institutionalize strategic analysis and make it a
habit. They are probably best conceived as ways to cope with problems in an
innovative and continuing manner, rather than simply as particular steps to
solve a problem. They also need to be linked to institutions that mobilize
support for policies, generate resources to continue them, and establish man­
agement systems to adapt them.6 As David Korten puts it, the most appropri­
ate strategy in the long run is to develop a strategic organization.?

FORMULATING STRATEGIES

Strategies can assume different fonns. A fonnal written plan may be useful
to help people keep track of what they are able to accomplish, but it is not
essential. Bryson proposes the following steps, but insists that the thinking
and analysis are more important than specific and fonnal plans.8

1. Identify alternatives for dealing with the issue. For example, partici­
pants planning a new activity could compare actions to establish new organi­
zations, tum over responsibilities to the private sector, and provide price
incentives to stimulate new behavior.

2. Enumerate barriers to these. Typical barriers relevant to the above
options include rigidity within organizations, unwillingness to share infonna­
tion or power, lack of trained personnel, lack of incentives to encourage
responsiveness, lack of appropriate infonnation, lack of resources, and politi­
cal opposition.

3. Propose how to deal with the barriers. Possible options to overcome
organizational rigidity include providing training, exercising leadership,
consulting with additional groups, and developing linkages with local
organizations.

4. Propose longer-range actions and specific steps to be taken in the
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nextfew months. Strategies need to include both longer-range plans and more
immediate steps. Criteria for actions include technical feasibility, political
acceptability, and agreement with core values.

5. Develop a vision ofsuccess to guide implementation. It is often help­
ful to have participants speculate about what a successful operation or policy
would look like. What can they reasonably expect to happen? What would be
different? Visions can cut through the tendency to assume that change is not
possible, that the status quo is inevitable.

CONCEPTUAL EXERCISES·

Conceptualizing alternatives can help participants explore innovations and
resist moving to conclusions too· readily. Contingency theory-the theory
that strategies should be designed according to the nature of the task and the
characteristics of the environment-is a particularly useful conceptual too1.9

A report of a strategic planning effort in Pakistan illustrates such a technique.
The participants were connected to an agricultural university and were con­
sidering how to improve the university's capacity for research to make the
research more relevant to fanner needs. The group leaders began by making
two distinctions: between an active and reflective task and between an exter­
nal and internal view of the environment. This conceptualization produced
the following matrix:

Approach to
Task View of Environment

.Internal External

Active
Reflective

Mechanical
Reactive

Adaptive
Interactive

The four types of strategies identified in the cells were then described and
used to stimulate the group to think analytically about their options. A
mechanical strategy proposes a plan of action for carrying out specific tasks,
with little reflection about the skills or the larger environment. An example
would be training students to speak English. An adaptive strategy is also
active at the expense of learning, but it focuses on dealing with problems in
the larger environment. An example would be a decision by fanners to culti­
vate larger plots of land based on increased market demand. A reactive strat­
egy is designed to enhance learning, but the focus is on internal operations~

An example is a rural credit bank that changes its procedures for making
loans and sets up a new training course for lending officers. An interactive
strategy emphasizes learning about the external setting. "One example is· an
ongoing university dialogue with outside client groups to identify groups
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expected to hire university graduates in the short-run, and adjust university
curriculum to make graduates more attractive to potential employers in these
emerging areas."l0 Participants considered these and applied them to the
issue they were considering. Eventually they designed a strategy to establish
a think tank to advise university officials about agriculture and research on
an ongoing basis, and to monitor and evaluate what was being done.

This conceptual technique is based on a more general contingency
model that stimulates participants to consider the uncertainty associated with
a problem issue-uncertainty about steps to take and probable results. Some
refer to the "analyzability" of the policy, "the extent to which planners can
specify precisely the objectives of a task and the extent to which they can
predict its impact."ll While policies vary in their specificity as noted in
Chapter 1, policy refonns have fairly low "analyzability" in this sense. Stout
proposes a matrix that combines this characteristic with the extent of
agreement about the goals of the policy. He uses it in a contingency analysis
to suggest what kind of implementation strategy fits with each set of
characteristics. 12

Knowledge About
How to Carry Out

Certain
Uncertain

Value Premises in Policy
Agree Disagree

1. Programmed 3. Negotiated
2. Pragmatic 4. Chaos

CellI, with certain knowledge about what to do and agreement on the goals
of the policy, allows for prog!ammed decisions where tasks can be prede­
fined and controls put in place. In Cell 2, where there is also agreement but a
lack of certainty about how to proceed, implementors will need to be prag­
matic and experimental. Cell 3, with certain knowledge and disagreement,
calls for participants to negotiate about the content of the policy so they can
proceed to carry it out. Cell 4, where there is no agreement and no certainty
about what to do, Stout calls "chaos." One could argue that it is precisely in
these cases that a process approach is most useful. It provides an occasion for
dealing with disagreements and for designing pragmatic ways to experiment
and collect more infonnation about the impact of different strategies.

Israel suggests a similar technique for conceptualizing alternative strate­
gies. His schema divides a wide range of activities into those that are more
and less specific. He proposes an index of specificity/complexity composed
of eight elements: (1) whether objectives can be defmed, (2) whether meth­
ods can be defined, (3) whether controls are possible, (4) how long these
characteristics hold true before they have to be modified, (5) intensity of
effects on people, (6) time it takes to see effects, (7) spread of the benefits,
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and (8) traceability of the effects. The higher the score, the more specific a
strategy can be, the more precise the objectives can be, the more discipline
that can be imposed on implementors, and the more structured implementa­
tion can be. For lower scores, as is true for people-oriented projects, highly
structured strategies are less appropriate. For example, policies to stimulate
rainfed and irrigated agriculture score on the eight factors listed above as
follows:

Rainfed agriculture-4, 3, 3, 2, 3, 2,4, 2. Total 23.
Irrigated agriculture-4, 4, 4, 3,4,4, 3, 4. Total 30.

The numbers 2 and 4 for the last category indicate that it is easier to trace the
effects of policy efforts to improve irrigated agriculture (4) than is the case
for rainfed agriculture (2).13 Strategies to deal with issues in the latter cir­
cumstances will need to be more open-ended and experimental.

Earlier discussions of institutional analysis illustrate the use of economic
theories to conceptualize alternative models and institutional responses. Con­
sider policy changes in the environmental policy arena. Economists generally
criticize regulatory approaches because they discourage technological inno­
vation and they require regulators to collect and analyze extensive amounts
of information. They propose alternative strategies based on market forces in
which regulators set targets, such as allowable amounts of pollution. Units
have an incentive to· select the most efficient strategy, and those units that
can do so at the least cost will be motivated to do the most.14

Public choice theory can be used to compare alternative strategies and
their appropriateness for different policies.t5 Participants would first list the
institutional options that emerged from their mapping exercises. (Options
include, for example: private businesses, informal sector enterprises, con­
tracting arrangements, private voluntary organizations, membership organi­
zations, public enterprises, self-help groups, and market surrogates.) Second,
they would develop appropriate criteria for comparing these options. Public
choice theory proposes responsiveness and efficiency. Equity could be cho­
sen as an additional criterion. As a third step, participants would examine the
implications of institutional changes for the role of government in this more
complex policy arena. It may be necessary to facilitate and monitor these
other units, bring different parties together for negotiations, and provide up­
to-date information on new technology.16 Governing bodies, in effect, would
playa trade association role, assisting others to perform tasks. 17

Participants could also conceptualize alternative strategies for 'paying for
new initiatives. Again the procedure would be to conceptualize alternatives,
develop criteria for comparing them, and identify the role of government in
collecting and/or monitoring the funds. Gruber and Mohr propose a matrix to
conceptualize strategies· according to whether they provide social benefits
and offer financial returns. IS
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and offer [mancial returns. IS

Financial Returns Social Benefits

Positive
Negative

Low
Sustain service
Discontinue

High
Expand cautiously
Nurture service

Services that provide low benefits and negative financial returns are too
often continued to the detriment.of other more valuable services. The matrix
helps to make useful distinctions.

MANAGERIAL LEADERSHIP

Those who write about strategic approaches often emphasize the. value of
leadership, an emphasis that coincides with the literature on managers in
general and development management in particular. 19 Observers note that
leadership is important in situations characterized by economic chaos and
scarce resources,20 when innovation is needed, and when responsibility is
dispersed among a number of units.21 Strategies can encourage individual
leaders. At the same time, it is important not to overlook leadership as a
shared characteristic within a group or organization.22

Elmore suggests a useful metaphor for thinking about managerial leader­
ship-managers are those who manage the "seams, of govenunent," the
points where different units relate to eachother.23 Accordingto this concept,
managers need to leanl to be nlore effective innegotiating among the differ­
ent parties who· influence policy implenlentation-other agencies, clientele
groups, political groups, donors, private firms and nonprofit organizations,
for example. He continues that "working the seams" involves. four sets of
skills. First, managers need to master the technical core of knowledge in
their fields, including both analytic and management skills. These include
competency in data collection and analysis and also in monitoring and man­
aging people in the organization. Second, managers. need· to master the insti­
tutional setting of their work in order to organize staff most effectively and
to develop linkages with other organizations. Third,managers need to be
knowledgeable about the substantive aspects of the policy they are imple­
menting and able to fonnworking alliances with key groups.. Fourth, man­
agers need to. develop skills in various modes of influence, which include
communicating and negotiating with others as well as motivating them
through leadership.

LEARNING ABOUT RESULTS

Strategies need to include procedures that enable implementing staff and pol­
icymakers to learn from experiences, in particular to ensure that iriformation
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First, can the implementation process be designed' as a series of pilots
and experiments? The pointis to be. willing to· make mistakes, even to
"embrace error," and,to systematically learn from experience. Paul describes
how the National Dairy Development Board of India was originally charged
to develop dairy farming, fisheries, and other agricultural activities. The
Board, however, decided to focus initially on dairy' development and only
later did it, take up oil seeds development. Similarly,' the National Food and
Agricultural Council of the Philippines, charged with developing a number
of different crops, decided to focus initially on improving rice, the country's
staple food. "The intention was to reduce complexity by first focusing on a
single or dominant goal and sequentially moving towards other goals. It was
the careful attention given to the environment and the objectives laid down
by the Government that led the programme leadership to this strategic choice
of a dominant operating goal."25 These steps are consistent with the organi~

zationallearning process proposed by Korten: develop a pilot project,
improve its efficiency, then replicate it elsewhere.26 In'a more recent study he
proposes that smaller, nongovernmental units may be useful in experiment­
ingwith different implementation strategies and then communicating that
leamingto government agencies.27

Second, .whether or not implementation is broken down into a series of
experimental steps, procedures are needed to collect and uSe data. Selecting
perfonnance measures can be critical and are usually best done in close con­
sultation with those who will be carrying out an activity. Monitoring and
evaluation' also need to be ongoing activities that.feed pertinent infonnation
into management decisions. For this reason, those responsible for infonna­
tion systeols need to collaborate with implementors and be certain they col­
lect infonnation that those responsible for an activity will find useful. There
are two reasons: the infonnation is less apt to be irrelevant, and it is more apt
to be used. Evaluators, therefore, playa facilitative and consultative role, or
in Patton's words "act-react-adapt" to theneeds of stakeholders, and man­
agers play an active role in defIning their needs and perceptions.

Third, policymakers need to learn about the. results of the policy and
encouraged to review goals and objectives periodically. Their needs may
vary from the infonnation that implementors need on a daily basis, but it can
be critically important for longer-range adjustments in policy goals.

Fourth, strategies should include improved procedures for reporting and
using the infonnation, for linking it to management processes and to deci­
sions that need to be made.28

CASE STUDY OF A STRATEGIC INQUIRY PROCESS

The following case describes a reportedly successful effort to use a collabo­
rative policy inquiry process to develop a strategy for the agricultural sector
in Sri Lanka.29 The country had come close to achieving self-sufficiency in
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rice, and officials wanted to take a fresh look at the agricultural sector. The
post-1977 government also wanted to reduce the role of the state and
increase that of the private sector. Nine large and complex ministries are
involved in agricultural policy, each with a number of different entitities,
some with their own budgets and considerable autonomy. Prior efforts to
streamline and rationalize the number of agencies had met strong political
opposition. The government, encouraged by USAID, was interested in
identifying both the obstacles and opportunities in long-range food and nutri­
tion policies in order to define "priority policy changes and investment
opportunities."

Planning the Process

A major decision in the planning process was selecting the agency to coordi­
nate the strategy. Top officials compared several units. The Ministry of Plan
Implementation was rejected, since most ministries retained the power to set
their own investment priorities. The research unit within the Agriculture
Ministry was rejected because it would have a hard time coordinating units at
the same level in other ministries. The government finally selected the
National Planning Division (NPD) within the Ministry of Finance and Plan­
ning. Presumably other ministries would accept its leadership, since its
approval was needed for new investments and projects. The government then
reviewed the relevant units to see which should participate; eight ministries
were selected. All eight were required to participate actively in designing the
strategy. A task force was established within each of the ministries to pro­
duce a development strategy for its subsector (irrigation, food crops, live­
stock, smallholder coconut, for example). Each task force had a high-ranking
official assigned as a convener.

A long-tenn adviser was appointed to serve as a technical resource, to
advise on appropriate analytic tools, to help the NPD integrate the work of
the task forces and supporting studies into an overall strategy, and, finally, to
serve as a resource for a range of policy and program options. His most
important work was helping each task force define the purpose and scope for
the subsector review and strategy document. Various short-tenn experts were
brought in to help with special studies-rural credit, agricultural pricing, the
export potential of rice, among others. They worked' with local counterparts
who pulled together background studies. The planners decided that each
ministry would analyze its own subsector and that these studies would be
incorporated into a report. The design was to take place over a two-year
period and subsector reports were due in six months. Several intemlinisterial
workshops were also planned to deal with issues such as research and pricing
that cut across ministries.

A three-day workshop began the process. It introduced the purpose of



STRATEGIES FOR MAJOR ISSUES 129

the process and provided an occasion for discussing the analytic approach to
be used. The workshop identified several areas where the separate task forces
would work together because of their overlapping data requirements. Mem­
bers also identified the kinds of expertise and additional special studies they
needed.

The Mapping Process

The task forces met regularly, often bringing together members of diverse
units within the larger ministries. Senior decisionmakers were also routinely
included. They mapped the issues in their subsectors, identified issues, and
proposed strategies.

Identifying Major Issues

The reports were submitted to the NPD for review, with the goal of reaching
a consensus about the major issues and proposed refonns between the NPD
and the line ministry involved. A report was released and presented to a
wider audience in two different workshops.

Designing Policy Strategies and Imple,!,entation Plans

A policy-level workshop brought together senior decisionmakers of the min­
istries to discuss the report and agree on agricultural sector policy refonns. A
second technical-level workshop was then held; both analysts and decision­
makers attended and developed strategies to implement the policy issues.
"To prevent the action plans from becoming overly ambitious, the analysts
and decisionmakers had to set priorities and define concretely how the rec­
ommendations would be carried out. The action plans. became the basis for
the government's Public Investment Programme and also identified areas
where foreign technical assistance was needed." Examples of selected strate­
gies include: (1) "Revise investment priorities. Reduce emphasis on the
largest irrigation development project, which was absorbing close to fifty
percent of the government's development expenditures, and accelerate other
agricultural production activities." (2) "Design programs and projects to
reform the rural credit structure, integrating the fonnal and infonnal chan­
nels of credit." (3) "Change the rice marketing system. Further reduce the
role of the government marketing agency and promote private trade through
special credit lines for product disposal." These and other action plans con­
tinue to be used to direct budgets, plans, and investments. They are being
included in the self-help plans associated with the PL-480 Title I agreement
and in the government's public investment programs.

The evaluation identified the following positive results:
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1. Whereas analysts usually spent all of their time compiling statistics,
this process led them to analyze those issues that senior decisionmakers had
identified as most important and strengthened the analytical work of the
technical core.

2. The task forces brought together people from diverse parts of the min­
istries. "One of the problems of these large cumbersome institutions is that
there are few incentives to resolve differences of opinion and arrive at a con­
sensus on new directions. The Strategy exercise revealed to each ministry
that they had the capacity to make these changes."

3. "The Strategy exercise clearly improved the working relations
between decisionmakers and analysts. In the workshops the senior decision­
makers were brought together with analysts to develop the action plans. Over
a three-day period, they worked together in groups of six or seven people to
make policy and programmatic decisions. This sort of working relationship
rarely, if ever, takes place in the normal working environment of these min­
istries."

4. The process highlighted the deficiencies in the agricultural planning
capacities in the ministry and participants were very open to a proposed pro­
ject for improving their analytic capacity.

5. "The Strategy succeeded in promoting a great deal of interaction
among participating ministries. Technical officers working in the different
ministries seldom have the opportunity to look beyond their own ministry's
area of concern. What is more, outside officials do not usually discuss
actions and policies with the technical officer of another ministry. The Strate­
gy's use of task forces and workshops made this possible and exposed ana­
lysts to concerns and issues that transcended their own ministries."

6. "The Strategy forced decisionmakers to take a long-term policy per­
spective, which is rarely done in this. environment, and to take action on
these recommendations."

7. Whereas most projects were donor-driven in the past, the Strategy
makes it "possible to guide donors to projects that fit within government­
established programmatic priorities."

8. The "Strategy directed a lot of attention to identifying constraints on
agricultural production."

9. The "Strategy strengthened the idea that the private sector should play
a larger role in the agricultural sector of the economy."

CONCLUSIONS

Strategies are closely linked to prior mapping exercises and definitions of
major issues. To develop innovative ways to deal with situations, participants
in a strategic policy inquiry process may need to spend time conceptualizing
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alternatives. Techniques drawn from contingency and economic theories
have proved useful in the development context and illustrate several concep­
tual tools for comparing alternative strategies. Special attention needs to be
given to two aspects of a strategic response-sources of leadership and ini­
tiative, and procedures for monitoring activities and integrating information
into the ongoing implementation process.
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Concluding Questions

Strategic policy inquiry assumes that collaboration and analysis among a
number of parties and interests can integrate political and economic agendas
and that the resulting sets of proposals will be more successful than those
based on either logic by itself. Limited rationality, the lack of an objective
economic solution, the complexity of developmental change, as well as the
need to incorporate "time and place information," all place limits on a tech­
nocratic approach. At the same time, the structural bias in political systems
that gives undue weight to short-term special interests places limits on a
political approach. Strategic policy inquiry, described in Figure 10.1, is an
alternative approach to formulating and implementing policy changes. The
solid arrows indicate the proposed causal relations. If relevant parties come
together and exchange ideas and information, they may reinterpret and modi­
fy their perceived interests and accept economic arguments about needed
policy changes, even if these impose immediate and short-term costs.· Eco­
nomic arguments may also be modified to address political realities. (See the
top two boxes in the middle column connected by the solid arrow.) Policies
that do not emerge from such an inquiry process are less apt to successfully
combine economic and political logics, as indicated by the broken arrow.
Further, the model specifies a number of supporting conditions (left and right
panels in Figure 10.1) that are necessary, ifnot sufficient, to carry out strate­
gic policy inquiry.

The bottom half of Figure 10.1 proposes that policy reforms devised
through this process are more apt to be implemented and more apt to pro­
mote sustainable economic development than are reforms that are based sole­
lyon economic logic or that are crafted solely in response to political pres­
sures. This is especially true if the policies are promoted by external parties.
As Streeten observes, even if they are well informed, such impositions "can
be a kiss of death and damn the reforming groups as lackeys of foreign capi­
tal and weaken their position."1 Externally imposed reforms and conditions
and the intrusive monitoring that accompanies them will generate resent-
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Figure 10.1 Strategic Policy Inquiry and Economic Development
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ment, will lead to uneven implementation, and will not be reinforced by nec­
essary supporting measures or continued.

The model poses two questions: (1) Is there evidence that a strategic
policy inquiry process will produce such a set of reforms, and (2) is there
evidence that such reforms will be implemented and will generate sustained
economic development? There is no systematic body of evidence that offers
an unqualified positive answer to either. Case studies and comments by
observers, however, describe successful instances of collaboration and sup­
port a positive response to the first question.

Lindenberg reviewed a number of LDC experiences and drew the fol­
lowing conclusions:

Many of the more successful governments involved citizens groups in dia­
logue about the economic crisis and asked them to help formulate mea­
sures. In Costa Rica, President Monge mounted dialogue programs with
business, labor, cooperatives, popular organizations and government offi­
cials. These groups discussed the economic crisis, the measures and possi­
ble solutions. The groups had a high sense of involvement. They were
aware of and actively discussed the proposals of the IMF and the World
Bank. The President also met frequently with groups from each sector, lis­
tened to their complaints and made attempts to get his economic team to
take these objections into account where possible. In Jamaica, the Seaga
government did not have a general reputation for consulting with key sec-
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tors, but it did in one case create a multisectoral consultative commission to
review a government proposal for income tax reform. The outcome was
viewed as largely successful.

Later he notes that secrecy and perceptions of "rigged consultations" can be
dangerous. For example, "successive Panamanian governments handled their
talks with the I11F and the World Bank as highly secret negotiations. As a
result, both the private sector chambers and the labor movement viewed the
agreements as 'mysterious outside impositions. "'2

After conducting a series of workshops in 1988 on implementing policy
refonns, the Economic Development Institute of the World Bank issued a
report that concluded that collaborative processes needed to be expanded to
involve more groups in the society.

Getting advice from and involvement by public interest groups, associa­
tions, and the mass media is also essential. Only this permits the introduc­
tion of the measures and sacrifices required to redress economic problems
and stimulate development. In short, participatory action is imperative at all
levels.... Unfortunately, no ideal model of participation and coordina­
tion exists. Each country has to establish its own best forms of coordination
and participation consistent with its traditions, political systems, and in­
ternal practices. Thus, coordination goes way beyond the traditional dia­
logue between the finance and planning ministries, the central bank, and the
key sectoral ministries. Effective policy coordination should, as far as pos­
sible, reach some form of consensus among all sectors of the economy,
public as well as private.3

Kaufman came to a similar conclusion after reviewing experiences in
Brazil, Argentina, and Mexico. In all three systems, planning was done by a
small group of top officials, leaving the plans subject to miscalculation.

Unable to gauge the strength and reactions of key political forces, Mexican
policy-makers appear to have been taken very much by surprise by the
results of the 1988 presidential elections. Brazilian and Argentine authori­
ties encountered even greater difficulties. Without institutionalized channels
of consultation, neither government was able to organize a durable coalition
of support around its policies. In the effort to appeal directly to mass opin­
ion, both governments (but especially Brazil) tended to oversell their origi­
nal program, then experienced erosions of credibility which impeded their
effort to change course.4

Events in Venezuela suggest that political leaders do alter their views
and redefine their policies on the basis of crisis experiences, and that the
public may be willing to suspend opposition to austerity measures. During
the 1970s, President Perez was an ardent populist who subsidized social
services and pursued large public works projects. Severe economic problems
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led him to drastically alter course after his reelection in 1988. Early the next
year he introduced a number of austerity measures that were followed by
riots in which over 300 were killed. He has continued to let prices rise to
more realistic levels, which led to an inflation rate of about 80 percent. There
is vocal political opposition, but there also appears to be a growing consen­
sus among the public that he is doing the right thing. The Washington Post
(May 8, 1990) cites local supporters, however, who feel that he is going to
have to spend more time explaining the necessity for the changes to the
Venezuelan people.

Evidence related to the second question, namely the effect of strategic
policy inquiry on development, is difficult to obtain because impacts on
development can be assessed only in the long run. In his study of agricultural
reforms in Zimbabwe, Bratton notes that many of the government's recent
actions, especially supporting investments in the agricultural sector, are prov­
ing to be inefficient in the short run, but in the long run they will probably
spur more widespread and sustainable economic deve10pment.s In the mean­
time, observers are tempted to measure development by actions taken rather
than by results accomplished, but these can be misleading. For example, it is
common to use the amount of assets transferred to private hands as an indi­
cator of economic development. Studies indicate, however, that privatization
is not always the most efficient course and that in any case is not as impor­
tant as higher prices in generating increased production.6 We need to contin­
ue to collect evidence that emphasizes results and includes measures of 10ng­
range economic development such as amount of investment, improvements
in human resources, and effective institutions for generating capital and
mobilizing participation in the economy.

It would be a mistake, however, to claim too much for a collaborative
strategy and assume it is sufficient to generate an effective set of reforms.
Evidence indicates that the conditions stipulated in Figure 10.1-especially a
sense of crisis and additional resources-are critical. The Venezuela case is
instructive in this regard. A severe economic crisis was clearly the catalyst
for undertaking reforms. In addition, the international community responded
by negotiating a 25 percent reduction in the country's $29 billion debt. The
lesson is that experiences with economic disaster and "additional external
resources are essential ingredients in any successful reform strategy.
Although there is no shortage of economic crises in LDCs, the adequacy of
external resources remains problematic. In the meantime, the views of offi­
cials and proposed policies can and do change. There is evidence that collab­
orative policy inquiry that takes the local situation seriously and that thinks
of economic change in strategic terms can improve the chances that a coun­
try will find ways to cope with its economic crises and make better use of
external resources.
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2. Lindenberg, 1989, "Economic Adjustment," 381.
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The century is closing with an outpouring of experiments in political and
economic refonn around the globe. Most refonn efforts are carried out from
the top. Democratic institutions and market economies, however, require
change in attitudes and institutional capacity throughout a society. These
kinds of changes.cannot be brought about from the top; they depend on the
widespread collaboration and involvement of groups and individuals.

Implementing Policy Reforms makes this case by examining the experi­
ences of Third World countries as they attempt to make far.;.reaching struc­
tural changes to liberalize their economies. The changes are politically un­
popular, their impacts are still uncertain, and they impose major demands on
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inside the countries and for outsiders offering assistance-to look for techno­
cratic solutions and to impose them on the society.

This study proposes an altemative-a process for implementing refonns
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