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20 EXECUTIVE SUMMARY

USAID supports decentralization and local good governance initiatives worldwide.* This support has
been particularly important and striking in the E& E Region, where local governance assistance is
expected to play a contributory role in overal political and economic liberalization. In an effort to
improve its effectiveness, learn better how to maximize its positive impact in an economic and responsive
manner, and highlight innovative practices in support of good local governance, USAID’s E& E Bureau
commissioned Management Systems International (MSI) to carry out this assessment of the impact of
USAID programs in the aforementioned four countries. MSI’s work culminated in separate country
reports for each of these countries, as well as this synthesis of all four reports, including “lessons learned”
and recommendations.

USAID’s Europe and Eurasia Bureau is committed to effective and responsive local government, and has
carried out local governance programs in amost all E& E countries. An analysis of total E& E obligations
(@l accounts, in al E&E countries) to date illustrate this point empiricaly, particularly when considering
that local governance interventions incorporate e ements that are often grouped under other categories of
USAID interventions, such as citizen participation, rule of law, and democratic institutions:

SO
number SO title
SO 2.00 Democratic Institutions $47,243,975
Subtotal $47,243,975 3%
SO 2.10 Citizen Participation $1,011,274,433
SO 211 Citizen Participation $74,287,164
SO 2.13 Citizen Participation $10,330,519
Subtotal $1,095,892,116 63%
SO 2.20 Rule of Law $144,077,668
S0 2.21 Rule of Law $8,840,867
SO 2.24 Rule of Law $4,071,146
Subtotal $156,989,681 9%
SO 2.3 Local Government $429,345,636
SO 2.31 Local Government $7,464,131
Subtotal $436,809,767 25%
Democracy Grand Total $1,736,935,539 100%

USAID in Washington has also initiated a web-based Local Government Center”, which incorporates the
Urban Development and Housing Center, serving as a clearinghouse for information related to United
States Government technical assistance programs through USAID in Eastern Europe and the former
Soviet Union. Through the Loca Government Center’s publications and website, USAID shares its
comprehensive experience in the Process and Substance issues associated with good local governance.

! The historic context for USAID's interest in local government programs did not follow from any earlier focus on
decentralization; instead it was reactive to decentralization. Originally a subsidiary objective, decentralization was
viewed at best as a means to the goal of better servicesfor citizens. Initially, the focus was squarely on local
governments and urban development, but now decentralization is viewed as the most compelling policy environment
for local governance interventions.

2 http://www.usaid.gov/locations/europe_eurasia/dem_gov/local_gov/brascii.htm
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Among the stated Processpriorities are facilitating the national/local government dialogue, building
democracy and citizen participation, and building local capacity. With respect to Substanceissues,
USAID focuses on the legal enabling environment, municipal finance, budgeting, and credit markets,
local economic development and housing, infrastructure, and land development.

In the four countries that the E& E Bureau selected for this Assessment — Albania, Poland, Romania, and
Ukraine — USAID Missions pursued program objectives that addressed, at varying levels of intensity, al
of the process and substance issues articul ated above.

The terms of reference for this assessment (see Appendix A) instructed the MS| team to:
- Determine the impact of USAID-sponsored local government activities on the management
capacity of local government in four countries;
Examine the influence of the national political environment on the adoption of USAID-sponsored
local government activities; and
Determine the impact of the local government activities on the process of decentralization and
enhanced local governance®

This assessment addresses acomplex set of development issues in four very different country contexts.
Not surprisingly, the results of the assessment are— to a considerable extent — nuanced and most relevant
to the specific country in which the programs took place. There are, however, important |essons common
to all four countries.

Firgt, the character and pace of decentralization depends upon internal political and ingtitutiona factors,
aswell ason externa pressure (from donors or neighboring countries), especialy in these countriesin
trangition. A variety of impediments can adversely affect the progress of decentralization. For example, in
Albania the important issue of who is responsible for the future training of local government officials— a
key component of local capacity building and hence of decentralization — is mired in a dispute between a
national ministry and the national association of mayors. Each argues that it should be responsible for
training local government officials. In Romania, the current national government has demonstrated
reluctance— borne of its inherent sympathy for maintenance of a strong central government — to push the
decentralization agenda at the pace originally designed in the late 1990s, partially with USAID assistance.
The key for USAID designers and implementersis to be able to read such country-specific factors
correctly.

Second, USAID assistance to improve local governance bears best results when programs incorporate
strategically coordinated interventions aimed both at the central government and at local governments.
The policy environment must be conducive to decentralization, so USAID involvement is needed at the
central government level. Local governments must also be empowered — in part through USAID
assistance — to be their own agents for change, demanding through ever-increasing capabilities and
performance that central government relinquish appropriate powers and authority. USAID is challenged,
therefore, to be flexibly strategic in its approach, remaining cognizant of changing personalities, priorities
and resources at the paolitical center.

Third, achieving good local governance requires a broad spectrum of reforms and improvements, far in
excess of the capacity or appropriateness of any one donor to support in its entirety. That being said, it is
important for there to be a consensus achieved within the country receiving assistance of what the larger
framework for good local governance ought to incorporate. USAID often is well positioned to assist a

3 The use of the term “governance” in this report isintentional. The E& E Bureau framed their programsin the
context of promoting local governments, not governance. Governance is much broader, but is used in this Report to
better situate the functions, accountability, and obligations of central and local government units.
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country to evaluate its own circumstances so as formulate a strategic vision of what interventions are
appropriate across the broad range of decentralization objectives. This enables USAID to identify those
sectors where its own resources are best placed to offer effective assistance, while at the same time
alowing the country to coordinate support from other donors, or otherwise develop its own capabilities,
in complimentary sectors.

Fourth, good local governance depends on commitment to the principles of good governance — integrity,
transparency, accountability, and responsiveness. In situations where corruption is either embedded into
government ingtitutions, or if not yet embedded still is profoundly influencing decision-making,
corruption must be tackled directly. It cannot be “managed” away, and unless ameliorated, a culture of
impunity will undercut any investments in good governance, and negate efforts to cultivate the legitimacy
of local governments.

Finally, the provision of redlistic, program-relevant tangible benefits as incentives provides a powerful
catalyst to motivate positive changes to local government ingtitutions, capabilities, legitimacy, as well as
to the attitudes and civic-mindedness of local government staff. Credible incentives (ideally with a cost-
share component), and not just better systems, might generate the requisite momentum for sustainable
change. These incentives, be they grant funding for targeted improvements, study tours based on merit,
new I'T equipment, or other forms of recognition, would support the inculcation of a performance-
oriented, transparent, responsive, and innovative governance ethic. Linking the provision of incentivesto
performance would also be advisable, and would potentially serve as an inducement to a more favorable
national government policy environment towards decentralization.

Based on this Assessment, and as described in detail in this report, the MSI team reached the following
conclusions and offers these recommendations:

» General Conclusons

1) The genera pictureisthat USAID has made awell conceived and generally well-managed effort
to achieve its strategic objectives by means of targeted local government strengthening and
support. USAID’s projects stressed financial management and programbased budgeting,
decentralization policy, genera strengthening of local government management skills, and
networking. The governments concerned (local and/or national, depending on the specific
intervention) viewed the improvement of these capabilities to be highly appropriate to their many
needs. Many of USAID’s interventions are too recent, however, to have had the time to generate
significant impacts, and in most cases the basdline data to compare change is not available.

2) Thequality of USAID interventions — both as conceived and asimplemented — was generdly
very good. The most significant variable in USAID’s local governance programs was the choice
of how many cities and towns to involve. Given finite USAID resources, basing interventionsin
too many locations meant that each separate intervention was modest in scale, and unlikely to
have a positive spread-effect. The opposite approach of concentrating on afew larger scale
interventions risked the geographic isolation of any positive impact — aso constraining spread
effect.

3) Thereexistsastrong and diverse level of needs for capacity strengthening interventionsin
support of good loca governance. USAID’ s efforts to respond to this need were affected by the
existence (or not) of a policy, legal and regulatory environment driven by consistent political will
conducive to the goals of decentralization; and were exacerbated by inadequate funds to support
essential local government capacities and services. USAID interventions contributed grestly,
however, towards increasing the demand for local government assistance in the countries where
USAID was able to provide technical assistance (or at least to exert effective pressure) to improve
the policy environment for decentralization.
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4) USAID largdy relied upon its own judgment, within the context of its stated Strategic Objectives,
to formulate a menu of interventions intended to foster and sustain good local governance. This
menu may not have aigned with a municipality’s ranking of priority needs.

a. Intheearlier years of USAID intervertions, LGUSs (especially smaller ones) were
unlikely to be fully cognizant of their own development needs, and hence of what
assistance they sought.

b. The most positive impacts of USAID’s interventions in the participating cities and towns
werein fiscal and budget management skills devel opment, and in the improved ability of
local governments to manage and deliver local services at sustainable cost levels. At the
nationa level, the most significant positive impacts occurred in the policy environment
being made more conducive to decentralization and good loca governance.

5) The most important factors that diminished the overall quality of the interventions generaly
included such issues as:

a. Scope and time. Many interventions were considered ambitious, with implementation
periods. In al four countries, there is a clear sense that the contract periods for the
interventions by USAID partners (consulting firms and NGOs) in local government
capacity strengthening and decentralization are too short. Where USAID demonstrated a
programmatic preference for piloting changes with just a few cities, USAID did not
articulate or implement a sufficiently cohesive strategy for dissemination that would have
encouraged local adoption of best-case results throughout the country. Also, USAID’s
programs generally did not build in any obvious mechanism for continuing the work after
the departure of the contractors. Increasing the number of interventions to include a larger
number of cities within any given country did not directly correlate to alarger aggregate
national impact, because each intervention is too small to generate a significant spread
effect.

b. Vaiationsin focus. USAID sometimes changed its focus from a combined approach
aimed both at central government (policy, legd, and regulatory environment) and local
governments (strengthening of capacities, ingtitutional strengthening, minor infrastructure
support), to focus on only one or the other.

c. Spectrum of interventions. USAID did broaden its scope in some projects to address
issues of corruption, gender, public health, and IT, but not in a manner that would
incorporate such forms of targeted interventions systematically in the four countries.
Other aspects, such as the environment, land use planning and controls, building
regulations, human rights, conflict, adaptive reuse of existing infrastructure,
transportation, the informal sector, and similar concerns were not addressed, which leaves
important gaps in the larger decentralization agenda. To be effective, USAID may need
to take leadership with other donors and the host governments to be sure such gaps are
not |eft unattended.

6) The degree to which USAID concentrated on local organizations varied significantly in the four
countries. USAID exhibited a high regard for the potential effectiveness of associations as an
instrument of local governance reform.

a. Thebasisfor such an optimistic view of such ingtitutions, based on their relatively weak
capacity and unclear orientation towards being service providers helping local
governments improve, remains open to some doubt.

b. Some of the associations that purported to represent the interests of local governments
were not able to substantiate their claims to represent the interests of such constituents.

7) USAID’slocd government program also suffered from some deficiencies. Examples noted
during the course of this assessment include:

a. Methods for storage, updating, and accessing the data, program information, technical
tools and training materials devel oped during the various USAID interventions were not
adequate.
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b. Whileal of the local governments surveyed expressed satisfaction at being the
beneficiary of technical assistance and training, there was commonly a sense that
expectations were being raised to an unrealistic level, given the scarcity of resources
available.

c. USAID would have done better to harmonize the training of technical and administrative
skills with the progressive needs of decentralization.

d. The effectiveness of demonstration projects to disseminate knowledge and improve the
quality of local governance remains open to question. In most cases.

i. The projects were not large enough to generate adequate attention,
ii. The citieswere generally not well enough networked to routinely share such
data, and

iii. The interventions lacked an effective dissemination strategy.
In al four countries, USAID engaged in some consultations with partner cities, but questions
remain as to how well timed, rigorous and informed by overall sector experience these
consultations were. It also is unclear as to what extent the results of the consultations actually
shaped program design.

» Country-Specific Conclusions

Albania

1)

2

3

4)

6)

Poland

D

USAID has been the Albanian government’ s foremost partner in decentralization, and the impact
of USAID’s assistance in the policy reform arena has been regarded as highly beneficial. USAID
has linked its local governance activities directly with policy reform.

Many Albanian municipalities are small, and are less able to absorb technical assistance, and lack
the resources to hire adequate numbers of competent staff. Many local governments experience
gaps in their range of competencies. USAID built their local governance programs upon a
foundation of understanding about the Albanian context. USAID selected pilot cities where there
was a base for economic growth, and where there was political commitment to reform. As
USAID moved into its most recent intervention, LGAD, this new program began quickly because
of this foundation, and because USAID’ s partners aready have established effective relationships
with key central government stakeholders and many local governments.

By providing highly targeted training, USAID helped loca government officias to become
conversant with basic principles of local provision and financia support for infrastructure
services.

Sustainability is a significant concern; neither USAID nor the Albanian government has a specific
strategy for the longer-term sustainability of training programs and support mechanisms for local
governments. USAID also has been less successful in supporting the growth and sustainability of
local government associations.

The impact of USAID’s efforts to foster citizen participation is better. Many local governments
are pursuing citizen involvement in local decisiorrmaking, yet severa local governments report a
largely apathetic populace.

Many local governments are now much better able, due to USAID-funded training, to manage
and budget for the provision of local services, and to procure private and civil society sources
under subcontracts to meet many local needs.

The most important drivers of reform were local demands for democratic governance, and
external pressures from the EU and neighboring countries. The local governance policy reform
agenda in Poland was essentially top-down, but the political will at the top in support of
decentralization was not consi stent.




2)

3

4)

6)

USAID was successful in engaging alarge number of Polesin the provision of technicd and
logistical services, but was not able to be a catalyst for the creation of a sustainable, locally
financed demand for this new and expanded supply of expertise.

The technica assistance provided through the USAID interventions did not always align clearly
with the needs of decentralization or other specific local governance needs.

Once USAID redirected the format for projects to a competitive, cost-sharing basis between
candidate cities, cities became much more focused, engaged, and interested in participation.
USAID engaged mulltiple, different contractors (partners), who frequently pursued different
trgjectories, passing over many opportunities for complementarity. Also, the time frame for
USAID’s most significant local government intervention, LGPP, was inadequate.

Despite a program characterized by many media applications, workshops, conferences, and
dissemination activities, the aggregate of all of these efforts failed to generate a sustained, long-
term positive impact.

Romania

D

2)

3

4)

5

USAID’s relationship with central government on the issues of decentralization and local
government reform has not been consistent, and at times has been characterized by periods of
“stepping away” from engagement with central government. The end result is that USAID did not
achieve as much as it might have in the policy sphere, but USAID’ s interventions are directly
linked to improvementsin management quality at the local level.

New USAID projects did not take best advantage of the lessons learned by earlier projects, and
often did not build upon previous accomplishments. USAID did not articulate what its
expectations of “good long term results’ were, and only one external evaluation was carried out
on these local governance reform projects over atenyear period. Also, the relatively large
number of U.S. contractors (partners) involved was not a negative factor in itself, but the
multiplicity of issues addressed underscores a general lack of consistency within USAID’s local
governments support and capacity building program.

All of the USAID interventions were relatively short in duration, which limited their potential for
generating alasting positive impact. Also, with respect to Romania s overall progressin
decentralization, some USAID interventions were introduced prematurely.

USAID’s emphasis on program-based budgeting at local government level was not well aligned
with the budgeting standards established by the central government.

Despite a high level of capacity to absorb training, USAID provided training that many loca
governments considered too generic and too general, and not targeted at the specific needs of
individua cities. Training offered by USAID was focused primarily on management practices,
and not enough on understanding the broader legal framework affecting decentrdization. Also,
USAID and its contractors did not include any well-articulated dissemination strategies to harness
the potential for generating a positive, natiornwide impact.

Ukraine

1

2

3

4)

The USAID local governance program in Ukraine suffered from the lack of along-term strategic
vison and some weaknesses in program integration, and the lack of arealistic set of expectations
asto the level of technical competence and capacity available in local governments. USAID did
consciously attempt to incorporate the lessons of earlier interventions, however.

The aggregate nationwide impact of USAID’slocal governance interventions was not significant,
largely attributable to the Ukrainian cities' inadequate resource base, their inability to raise
revenues, and congtraints on central government funds transfers linked to widespread poverty.
The Association of Ukrainian Cities (AUC) has played a convincing advocacy role, but is less
credible as atraining provider or as a driver and generator of effective policy.

Regional training centers established through USAID interventions, as well as the Community
Partnerships program, had very mixed results.




6)

Twinning arrangements created through USAID’ s interventions, which required a significant
proportion of the available USAID program resources, resulted in strong international city-to-city
relationship building, but few tangible results.

Feedback received from the cities indicates that a strong preference existed for much more
customized technical assistance interventions, responsive to the needs of individua cities.

Recommendations

D

2)

3

4)

6)

It is essentia to make progress towards a comprehensive and integrated policy environment at
both central and local government levels that is conducive to responsive, democratic, and
participatory local governance. Such a policy environment should be based in well conceived
laws and regulations, robust in content and scope, comprehensively structured to span the full
range and process of decentralization over time, well understood by all role players and
stakeholders, and grounded in the requisite political support. Sustained, well-targeted attention to
policy reform at the center, carried throughout any program'’s life cycle (i.e. not just at the early
stages), is essentia for good local governance. Also, the sequencing of policy work needsto be
adapted to each country context. Finally, local level interventions should begin concurrently or
soon after the policy initiatives, so that local energies can be harnessed to push the national
reform agenda.

USAID should place greater emphasis on making the existence of sufficient political will at the
central government a prerequisite to USAID investments in local government capacity
strengthening interventions. Where such political will in support of decentralization is lacking or
variable, USAID may be well positioned to effectively advocate for this commitment by political
leaders.

Training would be improved and made more sustainable if there was the prospect of pragmatic,
funded (grants and/or central government) opportunities available in which to apply this training.
USAID should consider including a grant component to all future local government strengthening
interventions. Putting training into practice would assist in the ingtitutiondization and longer-term
sustainability of new techniques. Also, a more coordinated approach by USAID to training is
recommended, taking a holistic view of the decentralization process from start to finish, and the
changing needs as decentralization and associated local government reforms progress.

Many critical aspects of effective local government, outside the selected range of USAID
interventions, should have been identified, and efforts made to coordinate with other donors and
the governments concerned so that these aspects would not be ignored or forgotten.

With the exception of the Ukraine program, USAID did not directly fund any services or
activities carried out by local governments. It is arguable that if USAID had provided grant
funding for selected investments in local development works managed by local governments, as a
“carrot” to encourage local governments to acquire and institutionalize essential anaysis,
planning, management, and financia skills, that a significant demand for expanded local
government assistance would have been generated. During the design of any local governance
intervention, USAID should ascertain the most effective incentives to generate and sustain
momentum for local government reform and decentralization, and to structure these components
into the overall implementation strategy.

In certain instances, demonstration projects should be used as test cases, to explore how well a
municipal government can shoulder the burden of responsibilities delegated to it.

USAID may achieve better results by working with fewer local governments but involving them
from the outset in the design of the interventions to encourage a more demand-driven process,
more responsive to local needs and priorities.
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30 INTRODUCTION

3.1 Background

With the end of the centralized communist system in the Europe and Eurasia region, a unique opportunity
arose for strengthening democracy and good governance. USAID perceived this opportunity over ten
years ago, and decided to assist the reformers in their efforts to demondtrate that the transition offered
genuine hope for improved governance and better public services. Decentralization, moving decisions on
issues that are essentialy local matters to local decision-makers, was a key component of the reformers
agenda, and USAID supported this through various programmatic interventions. The goals and objectives
of specific interventions varied, and their nature and focus changed as democracy took root and evolved
in the countries concerned.

At the outset in the early 1990s, US assistance to the region mirrored the interests of a diverse array of
government and private organizations that responded quickly to the opportunities presented by the end of
the Cold War. Not surprisingly, USAID’s support to local good governance was more reactive than
proactive, responding to targets of opportunity rather than strategically addressing the key problems of
responsive, efficient, and accountable local governance. This was atime when USAID was discerning
where it might be able to be most effective — a task made quite difficult by the rapid, often turbulent, and
momentous changes taking place in the countries concerned. As the decentralization trend became more
established in the mid 1990s, as USAID learned what worked and what did not work so well, and to the
degree that the requisite political will within the countries concerned became more reliable, USAID
moved into a more proactive mode by developing strategic objectives in each country for support of better
local governments. Typically, these SOs required al loca government activities to focus on “making
local governments more effective, responsive, and accountable.”

USAID’s assistance targeted five specific areas of local government management:
- Strategic and financial management,
L ocal economic development,
Capita improvement planning and finance,
Municipd service delivery, and
Public relations and citizen participation.

In USAID’s view, these approaches and techniques addressed the key concerns facing local governments
in the region -- the need to improve service delivery, upgrade infrastructure, promote local economic
development, and increase public participation. The rationale for excluding other important elements of
local government capacity building is not clear (e.g. spatial analyses, integrated development planning,
land use zoning, building regulations, environmental assessments and associated interventions), although
these issues arose as unmet priorities in discussions with local governments. Often, USAID’ s emphasis
has been on the less technical e ements of democracy building, to the apparent frustration of some of
USAID partner cities, which were looking not just for lessons in democracy but also practical “nuts and
bolts’ guidance and training in effective local governance. As responsibility for technical services shifted
increasingly to local government, however, the need for assistance on technical issues led to the inclusion
by USAID of technical componentsin LG projects”

4 Examplesinclude water servicesin Albania and Poland, and the Ukraine tariff reform project that focuses
exclusively on local infrastructure service improvement.
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For decentralization to be effective, the central government’s commitment and support isimportant. At
the national level, USAID focused its interventions on the devel opment of laws and policies intended to
be supportive of effective fiscal and administrative decentralization. Most of USAID’s programs aso
addressed strengthening the lobbying and representational capacities of national associations of local
government, but the scope of this assessment precludes the examination of these national level activities
in any detail.

3.2  Objectiveand Purpose of this Assessment

This four-country assessment was intended to determine the impact of local government activities
sponsored by USAID’ s Bureau of Europe and Eurasia (E& E), so that USAID staff and counterparts will
be able to use the results of this assessment to inform the design and implementation of future activitiesto
support effective and responsive loca governments. The terms of reference for this assessment excluded
any focus specificaly on how well various implementers (partners) carried out any specific intervention.

The Scope of Work for this assessment set out seven objectives, as follows:

1) To assess the appropriateness, quality, and impact of local government technical assistance
activities designed to improve management capacities of local governments;

2) To determine the extent to which these activities resulted in well-managed local governments
that:
- Manage their resources strategically;

Respond to needs of citizens through specific mechanisms (e.g., Strategic and capital

improvement planning processes) that involve citizens in identifying and prioritizing needs

and investments;

Have access to information and technical know-how about best practice approaches and
techniques;

Implement these best practices; and

Operate in alegal and regulatory environment that guarantees local government
independence, limits restrictions, and alows for development of financial resources.

3) To determine whether the approaches and techniques for improving local government
management developed by USAID-funded local government activities were useful, desired,
affordable and addressed key concerns’ of local governments;

4) Toidentify the difficulties encountered as governments implemented the new techniques,

5) Toidentify the waysin which local governments used local organizations in the development and
implementation of the new approaches;

6) To assessthe impact of the local government activities on the progress towards decentralization
and local governance; and

7) To determine how USAID can improve the design and implementation of its loca government
activities to maximize the positive impact on the management capacity of local governments.

® For the purposes of this evaluation the approaches and techniques fall into five areas: strategic and financial
management, local economic development, capital improvement planning and finance, municipal service delivery,
and public relations and citizen participation. Key concerns are defined as the need to improve service delivery,
upgrade infrastructure, promote economic development, and increase public participation. If the approaches and
techniques are designed in away that effectively incorporates public participation, they will contribute significantly
to enhanced local governance.
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3.3 Methodology and Approach

In response to the multi-country assessment’ s scope of work, M S| focused on four basic issues
concerning USAID’s local government assistance in each of the four countries included in the study
(Albania, Poland, Romania, and Ukraine):
1) Thequality and appropriateness of the approaches and techniques that were developed and
ddivered for strengthening loca government;
2) Therole of locd organizations in the devel opment of these approaches and techniques;
3) Thedemand for the approaches and techniques that were developed through USAID assistance;
and
4) Theinfluence of the political environment on the development of approaches and techniques for
local governments.

The design selected for this assessment involved ex-post, multi-site comparative case studies. This
design did not provide for a systemic comparison of the effects of program interventions for
municipaities that participated in the USAID program and those that did not. Such an approach was not
feasible because no basdline information was gathered prior to the USAID program interventions, and the
multiplicity of donor support to the many municipalities made it virtually impossible to disentangle the
impact of USAID program support from the support provided from others. Instead, some limited
elements for comparison of municipalities actively engaged in the USAID program and those not engaged
were incorporated for each country study, where this was feasible and within the practical and budgetary
constraints of the assessment. Constraints on the availability of resources similarly precluded the use of
extensive primary surveys. The in-depth interviews constituted the major source of primary data,
alowing the team to reach alevel of consensus and confidence after modest in-country exploration.

In the four countries, a combined total of 41 municipalities were visited for this assessment. The samples
included municipalities from as many geographic regions of each study country as logistical and time
congtraints allowed. To the extent possible, the MSI assessment teams strove to interview individualsin
those municipalities who were knowledgeable about USAID’ sinputs, were associated with the
municipdity for anumber of years, and were aware of the genera thrust of the decentralization
movement in the country.

For each country, data from review of documents and interviews were generally written up and shared
among the respective assessment team members. Each member (expatriate and local) of each country
assessment team reviewed and reflected on the information, while aso bringing their separate
professional experiences to bear. In some cases possibly contradictory information was sorted out
through further data collection. For each country assessment, the full team concurred on the summary
findings.

Each country assessment is considered a piece of this larger synthesis, which is the core product of the
assessment.  Action recommendations form a significant element of this Final Assessment Report, and are
properly addressed to the organization requesting this assessment, EE/L G in USAID/Washington.

The specific MSI team members for each country were as follows:
Albania
0 Stephen Schwenke, Ph.D. (Team Leader),
Peter Feiden (Senior Democracy and Governance Anayst);
Auron Pasha (Albanian Democracy and Governance Analyst);
Zana V okopola (Albanian Democracy and Governance Anayst); and
Silvana Braculla (Logistics Speciaist).

O O Oo0oo




Poland
0 James Fremming (Team Leader);
Bonnie Walter (Senior Democracy and Governance Analyst);
Staczek Alwasiak (Polish Local Democracy and Governance Anayst);
Roman Dziekonski (Polish Local Democracy and Governance Anayst); and
Andrzej Nermer (Interpreter and Logistical Specialist)
Romania
James Fremming (Team Leader);
Michael Lippe (Senior Democracy and Governance Anayst);
GabrielaMatei (Romanian Local Democracy and Governance Analyst);
Afrodita Popa (Romanian Local Democracy and Governance Anayst); and
Ruxandra Dicu (Logistical Specidist)
ne
James Fremming (Team Leader);
Bonnie Walter (Senior Democracy and Governance Anayst);
Myrodava Lendel (Ukrainian Local Demaocracy and Governance Anayst);
Bohdana Urbanovych (Ukrainian Local Democracy and Governance Analyst); and
Inna Kharlamova (Interpreter and Logistics Specialist)
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MSI’s home office staff also supported this task order, and included Stephen Schwenke (Technical
Director) and Dennis Marotta (Project Manager).

All of the American team members noted above contributed to this Final Assessment Report.

M S wishes to express our gratitude to al our interview sources who gracioudy offered their time and
thought in our discussions in each country study, including local government specialists in the respective
USAID Missions, and to Michagl Keshishian of EE/LG for his kind and consistent support.

34  Overview of USAID Local Governance Activitiesin Study Area

341 Albania

» Country context
Of the four countries in the study, Albaniais distinguished by several factors. The Government of Albania
(GoA) has given significant attention up front to the establishment of a robust policy environment, and
adequate legal structure, to facilitate the decentralization process. Despite a relatively poor record of
donor coordination, aid-funded interventions are now well advanced because of this framework, and
because of the Albanian government’s consistent use of policy to be the driver of reformsin local
governance. Compared to other countries surveyed, Albania has a dightly better record of demonstrating
its recognition that policy and administrative changes are needed to operationalize new laws and reforms,
and that smply passing alaw does not automatically correct a prablem or ingtitute a reform. A continuing
need for policy improvements by the GoA 4till is needed, however.

Policy, in turn, largely is driven by political will. In Albania, this political will has been and continues to
be consistent and strong. The central government has been consistently supportive of the decentralization
agenda and the principles that underlie this, and this sense of “agreement at the center” has been a strong
impetus for local government reforms to date. It is ill too early in Albaniato measure progress, however,
as reforms that are intended to improve the provision of better public services at the local level, and better
local governance generdly, arein their earliest stages.

E MS]



Albaniais ardatively smal country, and interventions there benefit from the geographic proximity of
sites where the interventions occurred and the relative ease in sharing data and experiences between
participating local governments. Of significance, Albania began its program of local government reform
and decentralization much later than its neighbors and the other three countries in the study, and therefore
potentially had the benefit of being able to access their experience. In practice, this regional exposure was
limited largely to applications in the finance sector. Forma networking within Albania, and to the region,
is not that well established. The need for this networking, however, is recognized by all parties and efforts
are being made by donors, the Albanian Association of Municipdities (AAM), and the municipal officias
themsalves to find a networking approach that is responsive to Albania' s small size and its past history of
isolation.

Other important and distinguishing features of the Albanian context include:

- The supply of local experts able to support reforms in local government, and an expanded role of
local government through decentralization, is limited to arelatively small number of consultants
and NGOs in Albania. Similarly, the market demand for their servicesis small, asloca
governments do not have financia resources sufficient to engage the services of such outside
domestic expertise. It is also noteworthy that the peer relationships between and among
professionals associated with local governance are weak in Albania, with very little formal
networking (i.e. organized networking meetings or systems) in evidence.

The role of associations of local government officials (el ected and/or appointed) is relatively new
in Albania. Organizations that do exist, such as the Albanian Association of Municipalities
(AAM), do not yet demonstrate deep legitimacy or a clear mission.

The choice to start the decentralization of local public services at scale with the water supply and
distribution sector creates a deep and long-term challenge because of complicated financial,
technical, organizational, and community issues. Of particular concern is the current lack of
capacity within local governments to oversee these services. In Albania, the partners involved in
these interventions appear to have underestimated how difficult this undertaking will be.

» Descriptive overview of the country program
Up until 2000, USAID divided the local government assistance into two major initiatives, consisting of a
policy component (implemented through several task orders) and aloca government capacity building
component. The latter was the Public Administration Program in Albania (PAP/A), and it focused on
budgeting techniques, capital improvement plans, economic development plans, and municipal services.
The most significant policy intervention was the assistance given to the national government from 1998 to
2000 in the preparation of the National Strategy for Decentralization. This Strategy led to the Organic
Law of Loca Government of 2000.

Beginning in 2000, USAID integrated these two components (policy and capacity building) into one
larger program, called the Local Government Assistance and Decentralization (LGAD) program. Under
this, USAID’ s partners provided technical assistance to the central government to reform the policy,
regulatory, and legal environment to accommodate decentralization. USAID also provided training
programs for mayors, city council members, and municipa officias, intended to help develop their
capabilitiesin technical, managerial, and financia aspects of local governance.

USAID was aso involved in some other interventions that were complementary to the strengthening of
local government. These included the Resource Cities Program (twinning Tirana with Catawba County in
North Carolina), and various interventions aimed at political party building, improved citizen
participation in loca governance, small-scale infrastructure projects, and anti-corruption activities.




» Key conclusions of the MS team
USAID has pursued an approach in Albania of linking policy and legidative reformsin the central
government with specific support to selected municipalities. Technical assistance focused on support to
develop capital improvement programs, performance measurement procedures, and budgeting systems.
AsUSAID moved into its most recent intervention, LGAD, it is noteworthy that this new program was
able to begin quickly because USAID and its partners aready had established effective relationships with
key central government stakeholders and many local governments.

There are four categories of local governance priorities that USAID focused its efforts on, to varying
degrees of intensity. The first of these categories had to do with the need of local governmentsto learn
how to manage their resources in the context of multi-year planning that was responsive to community
needs. This entailed specific reforms to existing financial and budgetary systems at the local government
level. Second, local governments were challenged to internalize and ingtitutionaize the virtues of public
service, accountability, and transparency. Third, decentralization progressively moved control and
management of more local services (water, sewerage, solid waste collection and disposal, etc.) to loca
governments. This in turn required these local governments to develop capabilities for securing
sustainable financing of these services and technical skills to maintain and expand these services. Fourth,
and of lessfocus for USAID, was the need for local governments to exercise greater control and direction
over land use planning, and associated integrated development strategies.

USAID aso took care to build their local governance programs upon a foundation of understanding about
the Albanian context. Pilot cities were selected by USAID where USAID knew there was a credible base
for economic growth, and where there were mayors and public officials committed to reform, security,
and political stability within the local government. USAID approached sensitive issues with care, such as
local resistance to some aspects of the decentralization agenda. Decentralization almost inevitably entails
aneed to raise rates on local utilities as these passed into local control, and as national government
subsidies declined, and USAID’s interventions approached this situation with evident care. By providing
highly targeted training, USAID helped local government officials to become conversant with basic
principles of local provision and financial support for infrastructure services.

Albania, as areatively rura country of just 3 million persons, does present some constraints that are not
easly overcome in the short-term. Many of its municipalities are small, and only a handful of these urban
areas exceed populations of 15,000 inhabitants. Smaller local governments are less able to absorb
technical assistance, and lack the resources to hire adegquate numbers of competent staff. Persons with
appropriate skills to support local government functions are aso in short supply, so many loca
governments experience gaps in their range of competencies.

One advantage of Albania s small sizeisthat virtualy all municipalities of any appreciable size have had
some contact with USAID and its partners, but it is not possible, within resource constraints, to accurately
measure the degree to which USAID’ s interventions have been institutionalized within these many
municipalities, or what the onward spread effect has been. Sustainability is, however, a significant
concern; it appears that neither USAID (or any donor, for that matter) nor the Albanian government has a
specific strategy for the longer-term sustainability of training programs and support mechanisms® for local
governments.

® Such support mechanismsinclude an accessible and regularly updated database, building upon the research carried
out during USAID interventions, both in Albaniaand in the larger E& E region. Other “mechanisms’ include a
roster of qualified local consultants, NGOs, and others who would be able to provide technical assistanceto local
governments.
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The central government, with a credible degree of commitment and politica will, has articulated various
objectives of decentralization —primarily associated with the expanded autonomy of local governance.
These objectives enjoy broad support throughout local governments in Albania; there appear to be no
local governments taking a political or ideological stand against this policy. USAID has been the
Albanian government’ s foremost partner in decentralization, and the impact of USAID’ s assistance in the
policy reform arena has been regarded as highly beneficial. USAID also has linked its activities
(specifically under the LGAD program) directly with policy reform.

USAID has been less successful in supporting the growth and sustainability of local government
associations (e.g. the Association of Albanian Municipalities, which remains relatively weak and without
astrategy to become self-sufficient”). The impact of USAID’s efforts to foster citizen participation is
better, with many cases noted where local governments were actively pursuing citizen involvement in
local decision-making, and using focus groups to test proposed changes to rates structures for local
services. Problems still persist, however with many local governments reporting a largely apathetic
populace, and local strategic development plans being devel oped with very superficia levels of public
participation.

For the residents of cities and towns in Albania, the litmus test of the beneficial impact of USAID
interventionsis almost certainly that aspect which they see most clearly — whether municipal services
have improved. An accurate assessment of whether services have improved would depend on reference to
baseline data— which unfortunately does not exist. Clearly, however, many local governments are now
much better able, due to USAID-funded training, to manage and budget for the provision of loca

services, and to procure private and civil society sources under subcontracts to meet many local needs.

34.2 Poland

» Country context
Poland has moved quickly but not smoothly since 1989 towards the adoption of a market-based economy,
with decentralization as a constituent element of that reform agenda. It has been a difficult transition, as
long patterns and attitudes of centralized control were not easily transformed, and changes in political
leadership led to varying levels of support for decentralization. By 1999, however, as USAID’s last loca
government program in Poland reached its end, athree tier system of government had emerged with
significant authority vested at the local level, accompanied by reorganized government functions,
adminigtrative relationships, and fiscal flows at al threetiers.

As of 1998, local governments had acquired many market-based disciplines and have been granted broad
responsibilities, including solid waste collection and disposal, streets and local roads, water and sewerage,
municipa housing, physical (spatia) planning and land use controls, central heating and gas, primary
education, local public trangportation, and some social services. Local governments aso have the
authority to set tariffs, borrow, and issue bonds to finance local capital improvements.

Most Polish citizens are satisfied with the success of local government reforms to date, but public
pressure for more effective management and better leadership at the local level remains high. Local
governments, lacking many essential capabilities and limited in their resources, have lagged behind the
central government’ s pace of decentralization reforms. In addition, there are signs that concern is growing
among Polish citizens over the undermining effects of corruption among public officias.

" Thisinstitutional weakness is due largely to alack of adequate financial support and consequently a limited
internal administrative and technical capacity. Other contributing factorsto the AAM’s weakness include reported
rivalries between the AAM’s membership and key central government officials, and no internal process within the
AAM membership to explore, identify, and develop a clear institutional role and mission.
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» Descriptive overview of the country program
Starting in the early 1990s, USAID was active in its support for local governments. Initially focused on
housing and general urban developmert assistance, USAID provided training and technical assistance to
hel p restructure the housing finance system, and to bolster the financia capacities and solvency of local
governments. In the Municipal Advisory Program (1995-1997), USAID support for local government
strengthening included capital investment planning, bond issuance, and municipal creditworthiness, as
well as a concurrent central government policy focus to support essential regulatory and legal changes.

Somewhat earlier, in 1992, USAID’s Locd Environmental Management Program began, concluding six
years later. Framed against the requirements imposed by European Union accession, USAID’s efforts
under this program assisted 50 locdl (district) governments to improve their capabilities with respect to
environmental infrastructure (wastewater, solid waste, and heating services).

In 1996, USAID began atwo-year effort under the Democratic Governance and Public Administration
project to advise on effective policy for the financing of municipa utilities, and to offer guidance to
central government on intergovernmental financial issues in the context of decentralization. The
Increasing Municipal Accessto Credit (IMAC) project carried the focus on municipal utilities forward to
2000, concentrating on water pricing, economic regulation, and service guidelines, ultimately culminating
in the passage of the Water Supply Law.

USAID’slast mgor local governance initiative in Poland was the Local Government Partnership Program
(LGPP) of 1998 to 2001. Thiswas distinctive in that USAID turned away from its earlier joint focus on
national policy and local capabilities, to concentrate on consolidating the gains made and lessons learned
at the local government level from dl relevant past USAID programs. USAID decided to bring together
the most effective practices and tools devel oped to date, to then implement them as an integrated package
in as many loca governments (gminas) as possible within the relatively short time period. LGPP was
intended to help digtricts to deliver services and manage their resources more effectively, to improve
those organizations that support the functions of local governments, and to stimulate community and
citizen participation in local governance. USAID established partnerships with 48 districts (and unions) to
design and test new management tools, and to test USAID -selected “ best management” practices. The
emphasis was aso on dissemination of positive results and useful information, strengthening of Polish
training organizations, and advocacy advice to local government lobbyists.

In overview, the approach to local governance reform adopted by USAID evolved over time, beginning
first with relatively small ambitions for the generation of a positive national impact. In later stages, the
interventions became expansive, as USAID sought to create a catalyst for change through a spread effect
emanating from multiple intervention sites. In the process, USAID’s local governance reform agenda
arguably became diffuse, as it attempted to address a plethora of objectivesin many urban aress.

» Key conclusions of the MS team
In retrospect, it is now apparent that the most important drivers of reform were loca demands for
democratic governance, harkening back to pre-Communist era structures, and external pressures from the
EU and neighboring countries. The internally generated momentum for reform at the central government
level was dso a significant factor, and the convergence of al of these drivers of decentralization meant
that by 1999 the essential framework for decentralization had been established, and attention then moved
to how best to divide authority between different tiers (poviatand gmina levels) of government.

The local governance policy reform agenda in Poland was also top-down, but was generally consistent
throughout the whole period examined. What was not consistent, however, was the political will needed
to drive the process. Political will waxed and waned depending on what political party held office, and the
quality of collaboration between local governments and the central government was similarly affected.
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Other significant conclusions include:

- The Poland program was successful in engaging alarge number of Poles in the provision of
technical and logistical services, gradually generating a relatively strong supply of such expertise.
Unfortunately, USAID was not able to be a catalyst for the creation — outside of heavily
subsidized donor funded programs — of a sustainable demand for this new and expanded supply
of expertise. In particular, USAID’s programs strengthened and greatly expanded the pool of
Polish consultants with expertise in local government financial management, but after USAID
funding was exhausted, there was not a robust local demand sufficient to absorb this capacity.
The time frame for USAID’s most significant local government intervention, LGPP, did not
exceed three years. Thiswas an inadequate timeframe for such an ambitious program.

The technical assistance provided through the USAID interventions did not always align clearly
with the needs of decentralization or other specific local governance needs.

Cities became much more focused, engaged, and interested in participation in the USAID
interventions once the format for projects shifted to a competitive, cost-sharing basis among
candidate cities.

In these many local governance programs, USAID engaged multiple, different contractors
(partners). In many cases, these contractors' assignments pursued very different trgjectories,
passing over many opportunities for complementarity.

The program in Poland a so was characterized by arelatively large number of media applications,
workshops, conferences, and dissemination activities, but even the aggregate of al of these
efforts failed to generate a sustained, long-term positive impact. Training materials, for example,
are still widely present in cities and professiona associations, and they are sometimes used, but
no clearinghouse, library or other dissemination mechanism was sustained.

34.3 Romania

» Country context
Since the fall of the Ceausescu government in 1989, Romania has changed dramatically. As early as
1991, Romania s new constitution emphasized the importance of local government, harkening back to a
time between the two World Wars when local governance (modeled on the French system) featured
prominently in the overall governance structure. Under 1991 legidlation, local government units were
established with counties as well as lower level units (municipalities, communes, and towns). By 1993,
locd author ities were granted some powers of taxation, and at this juncture USAID began itsfirst
initiatives in support of improved city management.®

Progress towards meaningful decentralization remained slow during the first haf of the decade, as vested
powers in the national government resisted significant transfers of power. With the 1996 elections,
however, new political will was harnessed to reinvigorate decentralization, and USAID responded quickly
with technical assistance that culminated in the passage of the Law on Loca Public Financein 1998. The
prospect of membership in the European Union in 2007 has also provided powerful incentives to drive the
decentralization agenda.

The elections of 2000 complicated the progress of decentralization, as the pre-1996 coalition returned to
power. While a commitment to the principle of decentralization remains in place, complicated questions
have been raised about the extent to which many of the larger cities (particularly those dominated by the
opposition party) will be alowed to participate in shaping the new system of local governance. Questions
also exist with respect to the adequacy of financial flows to local governments to enable them to carry out
the many new and broadened responsibilities now transferred to them. Sophisticated questions

8 USAID assistance on decentralization policy in Romaniadid not begin until 1997.
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characterize the current Romanian government’ s approach to decentralization: What kind of
decentralization? How far should decentralization go? Who gets to decide on the character of
decentralization? However, many observers believe these questions mask a simple desire by the current
ruling coalition to maintain a relatively significant degree of centralized authority.

> Descriptive overview of the country program
USAID’ s focus during most of the 10 year period studied was not on policy reform, athough this became
aUSAID priority during the 1997-2000 period. Both prior, and subsequent, to that three-year period,
USAID’s programming concentrated on a variety of municipal capacity strengthening interventions.
Then in 2002, USAID’s mgjor new project, Governance Reform and Sustainable Partnerships (GRASP),
changed the Mission’s focus substantially. GRASP is characterized by a bottom-up orientation targeted
at civil society capacity building, in support of more effective provision of public services— even to the
point of supplanting the local governments in the performance of these functions.

The USAID loca government program involved five major interventions, with five different U.S.
contractors (partners). Unlike the case of Poland, relatively few Romanian staff and experts were hired.

USAID loca governance ass stance began with two programs managed by USAID in Washington. First
was the Local Government Assistance Program | (1993 — 1996). Concentrating on a small number of
interested cities, this program supported the new decentralization efforts by providing technical assistance
and training in public management skills associated with the delivery of municipal services, and financia
effectiveness. The second was the Municipal Finance and Credit program (1996 — 1999), which focused
its attention on the central government to support regulatory reform and legidlative changes essential to
move decentralization forward. This program aso helped 3 loca and county councils (for subsequent
dissemination to 15 other councils) to evaluate their fiscal capacities, and to develop appropriate financial
models.

Overlapping the Municipa Finance and Credit program, USAID (managed from Bucharest) began in
1997 the Central and Eastern Europe Public Administration Assistance Project (CEEPAA).? Under this,
10 loca governments received short-term technical assistance.

The fourth USAID intervention was the Local Government Assistance Program Il (LGAP I1), which was
the first local governance project directly contracted by the Romanian Mission of USAID. Building on the
achievements of the two earlier projects, LGAP |1 was characterized by a mass training effort embracing
the local governments of many cities and towns, with multiple workshops and study tours on association
development, citizen participation, budgeting and public management, and local economic devel opment.
The project was particularly interested in strengthening local government associations. In its third and
final year, after a period of delay awaiting contract extension, the focus of the project changed to include
engagement with central government on several decentralization issues, and a shift away from broad
training to concentrate instead on direct technical assistance to 8 (eight) selected local governments.

The most USAID recent intervention reviewed (in May 2003) by the MSI team was the Governance
Reform and Sustainable Partnership program (GRASP). Begun in late 2002, after a gap between this and
the preceding LGAP Il project, GRASP was slow to gain momentum. The focus of GRASP is significant,
however, as it represents a departure from USAID’ s previous approach by concentrating on loca civil
society organizations, inviting them into a planning and participatory process to identify and address
decentralization problems, facilitated by GRASP technical specialists.

® CEEPAA was aregional project into which the Mission bought-in.
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» Key conclusions of the MS team
Itisclear that USAID’s interventions helped to local governance. Management quality at the local level
improved over the ten-year period, and USAID’ s support clearly contributed to this result. This
improvement has been reflected in the improved ability of many local governments in Romaniato
analyze and understand the issues that confront them, and the resources that they can bring to bear on
problem solving. These loca governments are now much better at finding effective solutions to the many
problematic issues that they regularly must ded with.

Unfortunately , USAID’s relationship with central government on the issues of decentrdization and local
government reform has not been consistent, and at times has been characterized by periods of “ stepping
away” from engagement with central government. In earlier stages of USAID activity, USAID held a
clear leadership role among donors in policy reform, but later appeared to disengage somewhat from this
role as USAID’ s focus shifted to a grassroots focus, and as a government, less committed to thorough
decentralization, assumed power after 2000. Some of the lack of consistency in program emphasesis
probably attributable to the many discontinuities in staffing within the USAID Mission, affecting staff in
both management and administrative functions. The end result is that USAID did not achieve as much as
it might have in the policy sphere.

Other |mportant and distinguishing features of the Romanian context include:
The relatively large number of U.S. contractors (partners) involved was not a negative factor in
itself, as each contractor was engaged on different issues, but the multiplicity of issues
underscored a general lack of consistency within USAID’ s local governance reform program.
New projects did not take very good advantage of the lessons learned by earlier projects, nor did
they build upon previous accomplishments.
Oneview of the differences in approaches adopted by USAID might best be framed in the context
of where the interventions started, either in afew pilots that then were expanded through training
and workshops to a broader number of towns, or with training and workshops in the beginning
that then narrowed down to focus on a smal number of towns.
Only one external evaluation was carried out on these local governance reform projects over a
ten-year period. USAID did not articulate what its expectations of “good long term results’ were,
and this lack of clearly defined standards further complicated any on-going or subsegquent
evaluation efforts.
USAID’s emphasis on program-based budgeting at local government level was not well aligned
with the budgeting standards established by the central government. For local governments, the
driver was the Ministry of Finance, and not USAID, so program-based budgeting was assigned a
lesser priority by local governments.
The local governments in Romania demonstrated a high level of capacity to absorb training, but
the training offered was often problematic, in that it was too generic and too general in content.
There was a widespread opinion registered that the training offered did not respond well to the
specific needs of individual cities.
The Government of Romania appeared to assume that reforms would automatically follow the
passage of new reform legidation without the detailed articulation of an implementation strategy.
It further assumed that such changes would aso be sustainable. This proved, in retrospect, to
only be avalid assumption when a strong externa driver (World Bank, USAID) exerted
significant influence to this end.
USAID and its contractors did not include any well-articulated dissemination strategies to harness
the potential for generating a positive, nation-wide impact. Some of the USAID activities had,
inherently, a dissemination element. For example, the legidative work of Urban Institute was
nationwide in scope, and the work carried out by IRIS had an e ement of nationwide activity.
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The workshops and training in each participatory program also contained some e ements of
dissemination.

With afew notable exceptions, the training was focused primarily on management practices, and
not enough on understanding the broader legal framework (although targeted training was
provided on the new public finance lega framework).

All of the USAID interventions were relatively short in duration, which limited their potentia for
generating alasting positive impact. Some interventions, e.g. program based budgeting, were
probably introduced prematurely, with respect to overall progress in decentralization.

344 Ukraine

» Country context
Following a one thousand year period of foreign rule, Ukraine' s achievement of independence in 1991
posed enormous governance challenges. Many essentia institutions of governance needed to be created,
as did an environment conducive to a market-based economy, democratic governance, and civil society
organizations. Newly formed local governments were— and to avery large extent remain — inadequately
funded, and the authority and discretion of local governments remainsill defined. This situation of weak
local governance is further exacerbated by often-grudging and generally tepid central government support
for decentralization, widespread corruption, and a shortage of trained personnel.

Ukraine represented a particular challenge among the four countries surveyed, given its large geographic
coverage, weak economy, and its weak ingtitutional capacity. In such an economy, there were few
opportunities for development and innovation, and few strong incentives to drive positive change. A
market orientation towards the provision of local government services is not well established in Ukraine,
and decentralization (in terms of local autonomy realized) is the least advanced of the four countries.

» Descriptive overview of the country program
USAID chose an approach distinctive from the other three country programs studied, initialy not focused
on direct engagement with central government regarding essential reforms to facilitate decentralization.
Centra government had demonstrated very little sustained political will for local government reform and
decentralization, and lacking this political will, USAID instead pursued arelatively “thin” agenda of
multiple (and mostly short term) standardized technical assistance interventions directly with local
governments. Based on the principle that democracy is built from the ground up, USAID interventions
focused on a dual approach, mixing highly technical projects (improving transportation, water and heating
services, and supporting the privatization of local housing), with basic skills training on the “good
governance” virtues of accountability, transparency, and responsiveness.

Before 1997, USAID has focused its local governance efforts under the Municipa Finance and
Management Project (1994 — 1997) on just three cities, and on the formation of an Association of
Ukrainian Cities (AUC). Examples of USAID-funded technica assistance included improvements to
financia systems, citizen participation to generate a demand for “good governance’ free of corruption,
and specific technical support for credit-worthiness examinations of cities in preparation for locally
managed water supply and distribution projects.

Six additiona cities received USAID support starting in 1997, with the Effective Local Government
Project and the Public Transportation Improvement Project. The former was directed at supporting
municipal finance and management skills, while the latter concentrated on improvements to bus and
trolley services.

Support to the AUC continued with the Municipal Development Loan Fund Project of 1998, which also
assisted two cities to qualify for municipal borrowing from the World Bank. The AUC component was
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based on training in advocacy skills, so that the AUC could represent its members' interests by lobbying
central government for better financing of local governments. The AUC was again the focus of USAID
assistance in the 1990 project caled Dissemination of Regiona Offices for the Association of Ukrainian
Cities. This project, together with its extension (Add-On For Smaller Towns), emphasized the regional
strengthening of AUC capabilities.

USAID’s emphasis moved to water supply, with initial efforts starting in 1998 to assist the World Bank in
the evaluation of water infrastructure rehabilitation projectsin Lviv. Thiswas followed by USAID’s
Water Roll-Out Project (1999 — 2003), which provided training, technica assistance, and grants to 8 cities
to improve their technical and management skills, and to prepare future action plans for technical and
managerial improvements in anticipation of further central government policy changes. The renewed
interest in policy issuesled USAID to the Tariff Reform Project (2000 — 2003), amed at two pilot
schemes to demonstrate more effective management of district heating companies, and to pursue reforms
to laws and regulations governing communal services tariff-setting and collection.

USAID aso pursued other projects associated with local governance. Starting in 1997, USAID supported
the Community Partnerships for Training and Education Program (CPP), setting up 14 partnerships
between Ukrainian and US cities, aswell as 4 regiond training centers.

Nearly al of the USAID projects included grant components as an incentive mechanism.

Later, asthe political will began to crystallize, USAID sought to re-engage with central government on
matters critical to the decentralization agenda, and towards an agenda that also would feature local
economic development (LED). Until central government would commit itself to the reforms needed to
drive such an expanded agenda, USAID judged that it needed to focus its assistance on management and
technical projects.

The potential for information dissemination between citiesis relatively advanced, as most cities have a
good standard of Internet and telecommunications service, and networking activities aready exist
between and among cities in Ukraine.

» Key conclusions of the MS team
While the USAID loca governance program in Ukraine suffered from arelative lack of along term
strategic vision and some weaknesses in program integration, USAID did conscioudly attempt to
incorporate the lessons of earlier interventions, choosing for example in the relatively recent Tariff
Reform Project to concentrate interventions on a smaller but still significant (20) number of cities. The
overall impact however, at an aggregate national level, was not significant. This low impact is attributable
to the relatively inadequate resource base common to Ukrainian cities, the inability of citiesto raise
revenues, and the constraints that persistent poverty and centralized political authority impose on the
transfers of funds from the central government to the local governments.

Other important and distinguishing features of the Ukrainian context include:

- The Association of Ukrainian Cities (AUC) has played a convincing advocacy role, but there are
considerable doubts as to its capacity to function as atraining provider or as a driver and
generator of effective palicy.

USAID often did not have redistic expectations as to the level of technical competence and
capacity availablein loca governments.

Regional training centers established through USAID interventions, as well as the Community
Partnerships program, had very mixed results.
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Twinning arrangements created through USAID’ s interventions, which required a significant
proportion of the available USAID program resources, resulted in strong internationa city-to-city
relationship building, but few tangible results.

Feedback received from the cities indicates that a strong preference existed for much more
customized technical assistance interventions, responsive to the needs of individual cities. The
technical assistance that the contractors provided — particularly in training — tended not to have
been customized (although technical assistance for tariff reforms was more tailored to specific
cities).
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40 ASSESSMENT ~SYNTHESISAND ANALYSIS

In this chapter, the M S| team presents its analytical findings, based on an analytical framework
established in the terms of reference for this assessment. Thisis followed in the next chapter by specific
recommendations.

4.1  Appropriateness, Quality and Impact of the Technical Assistance Delivered

The elements that contribute to achieving good local governance and effective decentralization are legion,
particularly given competing and highly localized priorities and widely varying local capacities to absorb
and apply technical assistance. Even the credibility (in the eyes of the public) of those priorities identified
as “local development priorities’ associated with good local governance is a variable, as the level and
quality of community participation in decision-making varied widely within the four countries surveyed.

In short, the appropriateness of any proposed intervention depends on a variety of factors, such as:
Local articulation of local government priorities. By whom, and how well articulated, are such
stated priorities? Are politically controversial priorities ignored? What political biases are
expressed through these priorities? How might these biases undermine, or possibly complement,
authentic fiscal or administrative decentralization?
Tempord context. Are the stated good governance priorities linked with a phased and redlistic
program of achieving development goals?
What's on offer? Does supply match demand? In most cases, USAID used its own judgment (and
its larger programmatic Strategic Objectives) to formulate a menu of interventions intended to
foster and sustain good loca governance. USAID’s menu may not have aligned with a
municipality’s ranking of priority needs, but resource-poor municipalities were generdly happy
to avail themselves of what was being offered. The view taken by many of the municipalities
surveyed was that for those priorities that USAID’ s programs chose not to address (e.g. integrated
physical development planning and land use controls, local economic development), such
municipalities would solicit help from other sources (donors, nationa governments, NGOs). Two
important elements missed in USAID’ s approach were first, the failure to identify an integrated,
holistic overview of all significant aspects of local government capacity strengthening that were
required, even if USAID subsequently chose to address only a sub-set of these. Second, if
USAID’s agenda did not achieve buy-in from the local governments concerned, the chances for
sustained beneficia impacts were greatly reduced.
Method of implementation. The determination of appropriateness of USAID’s local government
interventions is not limited to the content of the intervention, but aso to how and when the
intervention was implemented. In this context, the most significant variable is the choice of how
many cities and towns to involve in USAID’s local government program in each respective
country. Given afinite level of resources available to USAID, therisk is that by basing
interventions in too many locations, each separate intervention would of necessity be modest in
scale, and hence unlikely to stimulate a groundswell of positive change above and beyond the
target of the intervention itself. The opposite approach entails smilar risks — having but a few
larger scale interventions might well result in the geographic isolation of positive impact, thereby
constraining any potential for spread effect to distant cities and towns. However, the program
history suggests considerable momentum in favor of multi-site interventions that in the end are
overly thin, and not strongly matched to locally identified needs.

In al four countries, USAID’ s local government programs concentrated on a range of interventions that
are generally recognized as being essential — and hence appropriate — to the needs of local governments.
USAID’s projects stressed financial management, decentralization policy, genera strengthening of local
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government management skills, and networking. The governments concerned (local and/or national,
depending on the specific intervention) viewed the improvement of these capabilities to be highly
appropriate to their many needs.

USAID’slocal government assistance extended beyond these core activities, however, to address other
needs. For example, in Poland USAID aso emphasized the development of a sustainable base of local
consultants, able to support the needs of nascent decentralized local governments. In retrospect, while it
was clear in principle that skilled and professional local experts were available, in redlity the local market
was not able to generate adequate demand and sufficient financial resources to transform this base of
expertise into aformal consulting pool of local professional and technical enterprises once USAID
support was removed. From this vantage point, USAID’ s support might be seen as inappropriate, since it
raised and then dashed expectations among local consultants of along term, worthwhile livelihood, and
among loca governments of an accessible and affordable resource base of professiona skills. Currently
there is a modest but active consulting market (mainly with projects funded by other donors), but many
consultants are finding clients outside of Poland, and the consultants as a group clearly suffered through a
period of very low demand immediately after LGPP was compl eted.

Many variables and stakeholders also determine the quality of the technical assistance provided. First,
supply must align with demand. The vaidity and “fit” of the USAID-articulated scope of work for each
congtituent project in USAID’s local governance interventions, relative to clearly assessed demand, must
be considered. Second, the methodological skill and professional competence of the partners that USAID
contracted to carry out these projects is a centra factor. Finaly, the quality of participation by the
intended beneficiaries — their interest, level of commitment, willingness to collaborate, and their own
level of basic competencies —al contribute to the outcome.

The MSI team’ s assessment did not extend to an evauation of the quality of the work performed by the
various partners of USAID who carried out the many projects, but the survey instruments that the team
employed did enable the team to gain an understanding of the beneficiaries’ perspectives. Similarly, the
survey directed questions on qualitative aspects to USAID officials and project practitioners, and gleaned
insights on quality. Theresultsin all cases, however, are anecdotal, reflecting the cost and time
limitations under which the MSI team operated®. The survey also was intended to identify and articulate
factors that strengthened the quality of USAID programs. Among these factors, the survey’s most
prominent results were that USAID should adopt redlistic implementation time frames, a consistent focus
on key issues, and arigorous assessment of local needs.

The consensus of the MSI team was that the quality of the interventions — both as conceived and as
implemented — was generally very good. The most important factors that diminished the overall qudity of
the interventions, as noted in the surveys carried out, generaly included such issues as:
Scope and time. Many interventions featured ambitious or even highly ambitious objectives, and
the relative shortness of the implementation period in many cases made it difficult to generate and
then ingtitutionalize important reforms to improve and sustain good local governance practices.
The mismatch of programmatic ambition and timeframes also has made it difficult to gather
lessons learned from ongoing and recent program efforts.
Variations in focus. In some cases, and mostly as a result of changing political factors or the
evolution of decentralization in that country, USAID changed its focus from a combined
approach aimed both at central government (policy, legal, and regulatory environment) and local

10 More sophisticated but costly qualitative surveys might have included more detailed surveys coupled with focus
groups and the coding of results, for statistical analyses. Given the vastly disparate conditions in the four countries,
such sophisticated techniques would still have struggled to achieve meaningful comparisons between countries, and
would probably not have been cost-effective.
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governments (strengthening of capacities, institutional strengthening, minor infrastructure
support), to focus on only one or the other. Arguably, USAID should have maintained a
consistent focus — even if a varying intensities — at both tiers of government throughout the
intervention period, although in redlity thisis exceptionally difficult to achieve.

Spectrum of interventions. The tight focus by USAID on financial, budgetary, participatory, and
administrative aspects of local governance (policy and applications) had the virtue of alowing
USAID and its partners to direct energies and resources on specific targets to in turn generate
measurable and important results. While USAID clearly cannot support local governments
through al aspects and sectors involved in local governance, there is an argument that the many
other critical aspects of effective local government at least should have been identified, and
efforts made to coordinate with other donors and the governments concerned so that these aspects
— outside USAID’s area of primary interest or capacity — would not be ignored or forgotten.
USAID did broaden its scope in some projects to address issues of corruption, gender, public
health, local service provision, and IT, but not in a manner that would inform a broader level of
implementation in the four countries. Other aspects, such as the environment, land use planning
and controls, building regulations, human rights, conflict, adaptive reuse of existing
infrastructure, transportation, the informal sector, and similar concerns were not addressed.
USAID did pursue other SOs, and other projects, within and beyond the USAID LG programs,
that were nonetheless relevant to LGU capacity building and the improvement of local
governance. Examples include programs in local business promotion, environmental
management, and civil society.

While clearly good work was carried out in all four of the country programs, there also were substantial
weaknesses and missed opportunities in some specific aspects of each of the programs. The overal

impact of USAID’s efforts in improving the quality and effectiveness of local governments in the four
countries, however, cannot be statistically assessed. Many of the interventions were too recent to have had
the time to generate significant impacts, and in most cases the baseline data to compare change is not
available. Results are also variable depending on locality; in cities and towns where interventions were
concentrated, the results will be more significant than in areas that depend on spread effect and
dissemination.

In looking at the results frameworks used by the four countries (refer to Appendix 6.2), the most relevant
Strarteglc Objectives and Intermediate Results concentrated on:
Enlarging the role of civil society in economic and political decision-making;
Improving citizen participation in local governance, and generating grester local government
legitimacy;
Loca governments achieving progressively greater autonomy from central government;
Strengthening of democratic ingtitutions, political parties, and elections;
Improving the decentraization and local governance policy environment;
Increasing the capacity of local governments to deliver services, and of out-sourced service
providers to deliver those services effectively;
Improving technical and managerial capacities within local governments
Helping local governments to become more service-focused and public-spirited;
Improving the capacity of local governmentsto carry out strategic planning;
Local governments becoming more responsive, accountable, and transparent; and
Improving the fiscal and budget management at the local government level.

Individual Missionswill continue to monitor these more detailed results over time, but based on this
assessment the team can discern the most positive impacts in the participating cities and towns in fiscal
and budget management skills development, and in the improved ability of local governments to manage
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and deliver local services at sustainable cost levels. At the national level, the results are mixed, and a
verdict on the most significant and desirable result — achieving a positive impact beyond just the
participating cities and towns — remains unclear. The team, however, did discern significant positive
impacts in the policy environment being made more conducive to decentralization and good local
governance, particularly in Albania and Poland, but results in Ukraine were not satisfactory.

4.2  TheRoleof Local Organizations

The degree to which USAID concentrated on local organizations varied significantly in the four countries.
In Albania, USAID made tentative steps in exploring alarger role for the fledgling Association of
Albanian Municipalities, but did not involve the AAM in asignificant way in the past or current
interventions. The focus on other local organizations in Albania, including civil society organizations,
was not amajor element of local governance programs in that country.

In Poland, the role of local organizations was not a priority in programming. USAID interventionsin
Romania began in similar fashion, but beginning in 2002 changed dramatically to focus specifically on
therole of civil society organizations, particularly in supporting (or even supplanting) local government
in the delivery of basic services, and by involving civil society in a participatory role in the identification
of problems and opportunities presented by decentralization. While USAID’ s focusin Romania began
with little focus on local civil society organizations, it is worth noting that USAID’ s interest in local
government associations was consistently strong throughout the period of good governance interventions.

In Ukraine, civil society remains weak, but USAID did assist in the creation and provided support to the
Association of Ukrainian Cities (AUC), particularly focused on training the AUC in basic advocacy skills
so that it could be an effective agent to lobby for better central government funding of local governments
within the context of decentralization, which isitself a cornerstone of the entire approach to policy
reform.

4.3  Demand for Local Government Assistance— Can We Strengthen the Market?

In al four countries, the MSI team had no difficulty in discerning a strong and diverse level of needs for
capacity strengthening interventions in support of good loca governance. The problem is not in the
existence of compelling needs for more effective, responsive, and capable local governments (and for
better relationships and collaboration between loca and central government, and between government
and citizeng/civil society generaly). Instead, the fundamental problems are twofold: a) the existence (or
not) of apolicy, legal and regulatory environment driven by consistent political will that is conducive to
the goals of decentralization; and b) inadequate funds to support essential local government capacities and
services.

USAID interventions, where it was able to provide technical assistance (or at least to exert effective
pressure) to improve the policy environment for decentralization, have contributed greatly towards
increasing the demand for local government assistance. With particular reference to Albaniaand to a
dightly lesser extent in Poland, USAID was effective in supporting central government efforts to enable
decentralization. The experience in Romaniawas far less successful,** and in Ukraine the lack of the
requisite political will within central government made this intervention highly problematic.

1 USAID was successful with the Urban Institute program from 1996 to 1999, but then the political situation
changed with the advent of a new coalition government in 2000. At this stage, USAID stepped back in its effortsto
foster decentralization, and has since changed directions to emphasize the role of civil society organizationsin the
provision of local services. Thereis evidence of significant residual interest in decentralization among local
authorities, but the changesin central government have given little support to such ambitions.
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With the notable exception of Ukraine, but in al but afew relatively minor circumstances in the other
three countries, USAID did not directly fund any services or activities carried out by local governments. It
is arguable that if USAID had provided grant funding for selected investmentsin local development
works managed by local governments, as a “carrot” to encourage local governments to acquire and
institutionalize essentia analysis, planning, management, and financial skills, that a significant demand
for expanded local government assistance would have been generated. In the few cases where such
investments were made, as with the street improvements in Albania funded by USAID (using excess
funds from Kosovo programs), the high public profile that the local government enjoyed and the elevated
interest by the public in local governance support this contention.

4.4 Political and Administrative Context

The lessons learned from the local governance programsin al four countries al include the politica
factor. Some countries enjoyed relatively strong and consistent political will in support of the
decentralization agenda (Albania, Poland), and in these countries the pace and quality of decentralization
was perceptibly better than in Romania or Ukraine. This argues for a stronger emphasis on making the
existence of this political will at the central government more of a prerequisite to USAID investmentsin
local government capacity strengthening interventions, and to ather programs addressed at good local
governance. Even where political will in support of decentralization is lacking or variable, USAID may
be able to play a very effective role as a powerful external influence advocating for this commitment by
political leaders. Practically speaking, it is difficult for USAID to accommodate a political role such as
this “external advocate” position within the demands of existing programmatic processes. While program
designers do need to be realistic and focused about what to do to foster stronger and broader political will,
this assessment argues that working only at the local level does not guarantee that political will at the
center will follow, and it faces the risk that the local work cannot be deep or sustained.

The administrative context is less easy to define. Both central and local governments must possess
adequate administrative capabilities — and civic-minded attitudes — to support and strengthen good local
governance. The presence of such administrative capacity is afunction of training, access to a pool of
educated personnd to fill civil service vacancies, access to complementary technical assistance, and the
adequacy of funding to support a robust administrative structure and to compensate civil servants such
that they have incentives to perform well. USAID has worked hard in al four countries to improve
administrative skills through training and dissemination of information, but the results are mixed as they
pertain to other issues of human resources and the generation of sustainable local funding levels.

Political and administrative factors aso affect USAID Missions. Changes in political administrationsin
Washington bring changes to USAID as an institution, and these changes affect priorities in the work of
the Missions. Similarly, changes (and, in some cases, delays) in the assignment of USAID personnel
serving at the Missions, and in the staff of the project contractors, all have a direct influence on the
orientation, success and progress of local governance interventions.

45  USAID Design and Management of these Activities

As indicated above, there are many “lessons learned” now that — had they been known at an earlier date—
might have served to improve the design of various local governance interventions. Given the knowledge
base at the time, and the specific context in each country as programs and projects were designed, the
generd pictureis one that shows USAID making awell conceived and generally well managed effort to
achieve its strategic objectives by means of targeted local government strengthening and support.
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The complexity of decentraization, the limitations of funding, and the vagaries of political will dl led to
alack of precision in defining methodologica principles. Among the most contentious design issues
faced by USAID in these programs were:
Whether to focus the interventions as fairly intense activities in just afew locations, in order to
achieve dramatic results that could then serve as an incentive for other cities and towns to
emulate; or
Whether to focus instead on spreading the activities as broadly as practicable, to maximize the
number of cities and towns that would benefit by USAID assistance, hoping thereby to create
sufficient momentum and geographic spread to encourage sustainability;
Whether to subsidize the market for local consulting skills so that local governments would be
able to avail themselves of excellent private (and civil society) sector servicesin support of local
government functions, at the risk of not being able to stimulate sufficient demand to sustain these
local experts once subsidies ended;
Whether to focus on arelatively narrow range of local government functions (e.g. budgeting and
financial aspects), or to try to achieve a minimum threshold of competence within local
governments across a wider range of basic functions (planning, engineering, environment, parks
& recregtion, public relations, etc.).
Whether to design programs that focus on a top-down approach, concentrating on effecting
essential reforms at the central government level to enable decentralization to progress; or
Whether to start with grass-roots bottom-up efforts to build a constituency for effective,
responsive local government, leading to direct assistance to local governments so that they in turn
would be empowered (by demonstrated capacity and performance) to demand ever greater
autonomy from the central government; or
Whether (and how) to balance a program between bottom-up and top-down approaches (instead
of assuming either an exclusively top-down or exclusively bottom-up approach).

In practice, USAID Missionsin each country (and to some extent in Washington) took varying positions
on each of these issues, except to generally dl focus on arange of interventions that could be described as
“budget-led”. The ambition and spatio-temporal “footprint” of local governance programs tended to be
determined in large part by the levels of USAID funding available to the programs, rather than an analysis
of evolving country contexts or needs of localities. This assessment argues that programs need to be more
realistic and focused. This assessment also makes the case for some specific leanings on these variables
(e.g. for an approach that combines both bottom-up and top-down applications), but the highly particular
conditions in each country make it impossible to argue more categorically for specific design principles,
and against others.




50 ASSESSMENT ~CONCLUSIONSAND RECOMMENDATIONS

5.1 LessonsLearned ~ General Assumptions and Enabling Environment

511 Policy Enables Reform

Establishing an effective policy environment, with appropriately crafted legal mechanismsin place, isan
essential prerequisite to the success of any successful intervention at local government level. USAID
should model future programs on past successes in this context, such asin Albania.

512 Institutionalizing the Knowledge

In all cases examined, there were inadequate methods established to store, update, and make accessible
the data, program information, technical tools and training materials developed during the various
interventions. Thisis particularly important with respect to training materials. USAID should give greater
prominence to institutionalizing — and making readily accessible — the knowledge generated by loca
governance interventions.

51.3 Bottom Up versus Top Down

“Bottom up” decentralization and reforms tied to improved governance have many meanings. Some
stakeholders in the four countries used this term to express grassroots movements for local perticipation
and decisionrmaking, outside the ingtitutions of local government. Other stakeholders defined this concept
asinitiating big changes in decentralized governance by means of small, local applications, such as a pilot
program in just afew cities, without attempting policy change at alarger scale. USAID’ s programs, when
prioritized in the context of a bottom-up approach, adhered more to this latter sense of the term. In the
cases where USAID demonstrated a programmatic preference for piloting changes with just afew cities,
asaform of bottom-up decentralization, USAID should have articulated or implemented cohesive
strategies for dissemination that would have encouraged local adoption of best case results throughout the
country. Similarly, USAID’s programs generally should have built in an obvious mechanism for
continuing the work after the departure of the contractors. Even had such a dissemination strategy and
continuation mechanism been put into USAID’ s programs, finding and sustaining the motivation
necessary to drive these would still remain problematic. Often motivation is fuelled by fiscal incentives,
and USAID should give serious consideration to the inclusion in its interventions of appropriate kinds of
incentives (which generaly take the form of grant funding programs through such institutions as
nonprofit foundations) necessary to sustain a larger dissemination and replication process. Without such
direction and incentives, local government reforms lose momentum.

“Top-down” decentralization and reforms tied to improved governance, which USAID supported in all
four countries studied, is generally held to mean a change in governance initiated by, and imposed from,
the central government. Typically this takes the form of creating the legal, financia, and administrative
reformsin policy, law, and regulation necessary to institutionalize more effective and responsive local
governments, usually (but not always) within the larger context of decentralization. USAID should accept
that effective, meaningful reform coming from the top down is rare (although Romania may be a good
example, where essential legal reforms were initiated from the top) and typically not sustained, and
design interventions accordingly.

514 Establish Local Needs and Priorities

In all four countries, USAID and its partners engaged in some form of consultations with cities, but
guestions remain as to how well timed, rigorous and informed by overall sector experience these
consultations were. Also, thereisalack of clarity as to the extent to which the results of the consultations
actually shaped program design, as USAID and its partners appeared to have made many assumptions
about what needs, priorities, and wants the cities had, without benefit of rigorous needs and priorities
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assessment. Further investigations would be required to substantiate such a claim, but an aternative
conclusion might be that USAID (and its local and international consultants), along with other donors,
already have well developed and internationally tested notions and methodologies that are generally
appropriate to generate effective and sustainable decentralization, and that these approaches tend to
accentuate certain types of interventions while downplaying or avoiding others. Perhaps USAID did not
present its approach and itsinternationa experience to the cities in such away that they could understand
this approach, and adjust their own requests for assistance to take cognizance of this body of international
experience. The issue is complex; but clearly USAID should more accurately assess the needs of any
given city, and trandate such needs assessments into interventions that do the right things at the right time
in the right order.

5.2  LessonsLearned ~ Generating a Positive Impact

521 Political will

Policies, and essentia reforms to ineffective policies, laws, and regulations, are driven by political will.
Policy change, however, does not only take place when national leadership feelslikeit. Externa parties,
such as USAID, should find ways to exert their own considerable influence in achieving more favorable
policy decisions.

522 Quantity ? Impact

USAID should exercise considerable care in evaluating how many local government units to involve in
any intervention. Increasing the number of interventions to include a larger number of cities within any
given country does not directly correlate to alarger aggregate national impact, because each intervention
istoo small to generate a significant spread effect. Also, increasing the number of activities or towns
requires more inputs of time, resources and personnel, which in turn generate significant management
burdens. USAID and its partners may be able to do a better job if they do not have to worry about
organizing so many inputs.

For some interventions, time was also an issue. In more ambitious programs, USAID should allocate
more time, so that it will be possible to generate a better (and more sustainable) spread effect. USAID
should couple this, however, with better-developed dissemination components for USAID interventions.
Even if the results in one place are excellent, it will be difficult to get this news out, get it known, have
people learn about it in the right way, and then keep the lesson going for more than a single workshop,
unless USAID focuses more carefully on dissemination.

What does generate positive, sustainable impact? The MSl team suggests focus, balance and realism in
program design, complemented by a favorable policy and economic environment.

523 Incentives

While al of the local governments surveyed expressed their satisfaction, for various reasons, at being the
beneficiary of technical assistance and training, there was commonly a sense that expectations were being
raised to an unredlistic level, given the scarcity of resources available. While many local governments did
find some modest ways to implement their training in more effective financial management, for example,
others had no opportunities to manage any funds that were not already earmarked for specific purposes.
USAID should improve training and make its impact more sustainable by linking training with redistic (if
modest) prospects of applications available in which to use this training, or by facilitating access to other
resources to bolster capabilities. Examples that USAID should consider in this context include the
provision of computer hardware and software to support budgeting operations, co-financing for some new
community infrastructure projects that exemplify participatory techniques, facilitation of public-private
partnerships, etc. To this end, USAID should include a grant component (which might include a cost-
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sharing or sweat-equity element) to al future local government strengthening interventions, to fund such
applications, at least once Putting training into practice, through sustained support to local governments
rather than one-on training events, would assist in the institutionalization of new techniques.

524 Policy Comes First

Based on this four-country analysis, it is clear that for USAID to generate lasting, sustainable positive
results from nearly any kind of local governance reform or decentralization program, the priorities are
twofold. First, USAID should make progress towards fostering a comprehensive and integrated policy
environment at both central and local government levels that is conducive to responsive, democratic, and
participatory local governance. Such a policy environment should be based in well conceived laws and
regulations, robust in content and scope, comprehensively structured to span the full range and process of
decentralization over time, well understood by al role players and stakeholders, and grounded in the
requisite political support and incentives. Second, USAID should begin local level interventions
concurrently or soon after the policy initiatives, so that local energies can be harnessed to push the
national reform agenda.

In an idealized best-case scenario, USAID should assist a country to start with policy issues and get these
resolved, and then move on to gradually introduce local level activities at the micro level. Most countries,
however, fall between this idealized scenario and the situation discussed above — countries unwilling to
invest the necessary political will to make decentralization areality. In such cases, aUSAID Mission’s
best option generally isto persist with afocus on policy matters and have that as afirst priority, while
offering many aternatives, and be ready (as was the case in Romania) to engage rapidly when the
government is ready. In cases where governments fail to show a genuine willingness to support essentia
reforms leading to meaningful local governance (e.g. Slovakia during the ex-communists reign), USAID
need not disengage entirely. USAID can be innovative, for example, by financing non-partisan dialogue
that supports the principles of decentralization and good local governance, study tours, alternative
associations, and intellectua debates, while concurrently engaging at the local level, targeting the new
leaders, all the while seeking sympathetic ears in the old parties. What has been shown to be ineffective,
however, isfor USAID to offer programs that depend on legal and administrative reforms that have not

yet happened.

Sustained, well-targeted attention to policy reform at the center, carried throughout any program’slife
cycle (i.e. not just at the early stages), should be essentia characteristics of USAID efforts to foster an
enabling environment for good local governance. Sequencing of policy work by USAID aso should be
adapted to each country context.

53  LessonsLearned ~Measuring and Dissemination of Results

531 Measuring Results

Donors commonly use service delivery indicators to gauge the effectiveness of decentralization and
improved loca governance, and to reflect improvements in basic public services. For this region,
however, such indicators have not proved terribly useful because improvementsin service delivery have
remained largely elusive or relatively inconsequential. The more appropriate challenge is to identify
intermediate measurable results that carry significance. Examples would include reforming LGU access
to capital, or linking loca participation to service delivery. To date, that challenge has not yet been met in
aconvincing way.

To establish overall effectiveness, USAID will need considerably more time and monitoring than just of
the time period from the completion of most of the USAID interventions in the four countries surveyed
until the present. With better intermediate and final indicators, and a shift in performance measurement to
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emphasize longer-term results, it will be possible over time for USAID to trandate the results of
decentralization initiatives into measurable improvements in such services.

53.2 Networking

In Poland, Romania, and to alesser extent in Ukraine and Albania, cities do engage in networking among
themselves within a country. Sometimes this networking is channeled through associations, asin
Romania in the case of CiC. In other cases, networking is more informal and ad hoc, for example through
attendance at EU mestings, training seminars, and social events. The degree to which networking
between and among cities within a country will transmit the impacts of an intervention was not possible
to ascertain in the four study countries, however, but should be afocal point for future USAID
interventions.

54  LessonsLearned ~ Programmatic Pitfalls

54.1 Duration of Intervention

In al four countries, there is a clear sense that the contract periods for the interventions by USAID
partners (consulting firms and NGOs) in local government capacity strengthening and decentralization are
too short. USAID should baance redlistic expectations for program impact with the need for project
accountability, as arguably has now been done with GRASP in Romania.

542 Harmonization of Training with Decentralization

In all cases investigated, there were significant failures to harmonize the training of technical and
administrative skills with the progressive needs of decentralization. USAID should adopt a more
coordinated approach to training, which takes a holistic view of the decentralization process from start to
finish, and the changing needs as decentralization progresses. To achieve this, however, USAID should
adopt a more rigorous method of sustained collaboration with local governments to jointly articulate
changing and anticipated training needs.

543 Incentivesand Drivers

USAID should ascertain, at the early stages of program design and planning, the most effective incentives
to generate and sustain momentum for local government reform and decentralization, and USAID should
then structure these components into the overall implementation strategy. The MS| team has found this to
be an especially significant factor when potential new major sources of LGU financing (such as capita
investment assistance from the international donor community) are on the horizon.

544 Demonstration Projects

Demonsgtration projects, to be effective, must result in a positive and discernable spread effect. Idedlly,
demonstration projects should be linked to changes in regulations or other external factors, to reinforce
the rationale for change. Based on the experience in the four countries, the effectiveness of demonstration
projects to disseminate knowledge and improve the quality of local governance remains open to question.
In most cases the projects were not large enough to generate adequate attention, the cities were generally
not well enough networked to routinely share such data, and the interventions lacked an effective
dissemination strategy. Demonstration projects lacking effective and sustained dissemination components
are not successful in achieving a positive nationwide impact. Clearly demonstration projects are necessary
and desirable, but the challenge rests with dissemination. In short, follow-up is essential.

In certain instances, demonstration projects would be more accurately defined as test cases, to explore
how well amunicipa government can shoulder the burden of responsibilities delegated to it. Here too,
there was inadequate data to establish whether such test cases influenced or otherwise fine-tuned
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subsequent interventions, or generated a stronger base of palitical support to apply such interventions
more broadly.

55  LessonsLearned ~Role of Local Organizations

551 Effectiveness of Associations

In all four countries surveyed, USAID appeared to have a very high regard for the potential effectiveness
of associations as an instrument of local governance reform. The basis for such an optimistic view of such
institutions, based on their relatively weak capacity and unclear orientation towards being service
providers helping local governments improve, remains open to some doubt. Some of the associations
investigated were highly politicized, and lacked clear visions of their roles. USAID should first establish
a better understanding of the capacities and resources that such associations possess or have access to
before deciding which associations, if any, are likely to be a positive influence on achieving the
programmeatic objectives that USAID seeks. Experience from this study indicates that such associations
do have significant limitations and many competing priorities, and that the reason they become USAID’s
partnersis usually to gain needed financing. Seeking funding is both legitimate and expected, and
arguably USAID has a political need to collaborate with these groups — but USAID’ s collaboration should
be structured in an effective manner. It is recommended that such efforts be approached in harmony with
the civil society programs in country, while staying strategically in tune with the overall approach to
decentralization policy reform.

552 Legitimacy of Associations

Some of the local organizations that purported to represent the interests of local governments were not
able to substantiate their claims to represent the interests of such constituents. I1n some cases, associations
of mayors had no reach beyond the mayors themselves, nor any forma dialogue with any other layer of
local government (elected or appointed officials). Some local government associations were unable to
demonstrate any pattern of regular consultations with their constituents, and some were driven by highly
political factors that took precedence over matters of technical competence, effective management, or
efficient service delivery at the local government level.

5.6 LessonsLearned ~Roleof Implementer and L ocal Gover nments

56.1 Local Consultations

In al four countries surveyed, most of USAID’s contractors engaged in only limited dialogue with local
government officials to assess needs or discuss loca priorities. Assessments of the constellation of needs
for technical assistance and training therefore were often patchy. This situation is further exacerbated by
the observation that in the early years of assistance, LGUs (especialy smaller ones) were unlikely to be
fully cognizant of their own development needs, and hence of what assistance they sought. USAID and its
partners should carry out local needs analyses with the benefit of arobust iterative process involving the
intended beneficiaries, and USAID should subsequently provide training and technical interventionsto
those local governments who choose to participate in such a collaborative process. These training
products and technica interventions should represent USAID’ s best assessment of the critical needs of the
local governments involved, responsive to a participatory process of needs and priorities assessment.
Training should, however, be relevant to USAID’ s strategic objectives in that country, and to the extent
practicable, should be tuned to the individual needs of specific local governments. USAID may aso
achieve better results by working with fewer local governments but involving them from the outset in the
design of the interventions, to encourage a more demand-driven process that is more responsive to local
needs and priorities.
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6.1 Assessment Statement of Work

BACKGROUND

Over the past ten years, USAID has supported numerous local government activities in countries
throughout the Europe and Eurasiaregion. From the early days of transition, USAID has realized that
support for decentralization and improved local governance would provide key assistance to reformers
interested in breaking down the centralized communist system and demonstrating that transition could
work and serve the people better. More effective local governments can show citizens that transition can

pay off.

The goals and objectives of specific activities have varied, and their nature and focus have changed as the
countries have evolved. In the early 1990s, the approach to providing assistance was often somewhat
piecemesl, responding to targets of opportunity rather than strategically addressing the key problems of
local government management.

In the mid-1990s, however, USAID developed a strategic objective for local government activities, which
required that all local government activities focus on “making local governments more effective,
responsive, and accountable.” Since that strategic objective was developed, USAID has proceeded more
tacticaly in the development and implementation of local government activities. USAID-supported local
government activities have focused on increasing the management capacity of large numbers of local
governments in each country.

Assistance has targeted five specific areas of local government management: strategic and financia
management, local economic development, capital improvement planning and finance, municipa service
delivery, and public relations and citizen participation (See Annex A for afull description of each
approach). It was assumed that these approaches and techniques addressed the key concerns facing local
governments in the region -- the need to improve service delivery, upgrade infrastructure, promote
economic development, and increase public participation. In addition, if the approaches and techniques
are designed in away that effectively incorporated public participation, they will have contributed
significantly to enhanced local governance.

USAID approachesto improved local government management seek to increase the participation of local
communitiesin local government decision-making by developing models and approaches that require
local governments to seek increased input from citizens, NGOs, and business organizations. USAID
believes that well-managed local government must involve the public in efforts to develop strategic and
financid plans, improve service delivery, and encourage economic development. Using this open and
participatory approach should enhance the quality of life for citizens and contribute to the stability and
well being of democracy in the transition countries, at least at the local level.

At the nationa level, programs have focused primarily on the development of laws and policies that
support effective fiscal and administrative decentralization. Most programs have aso focused on
strengthening the lobbying and representational capacities of national associations of local government.
This assessment will not examine these nationa-level activities.

TITLE
E& E Bureau Assessment of Local Governance
Programsin Albania, Poland, Romania and Ukraine.
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PURPOSE

The purpose of this assessment is to determine the impact of local government activities sponsored by
USAID’ s Bureau of Europe and Eurasia (E& E). The assessment will not necessarily examine how well
various implementers carried out a given scope of work. USAID staff and counterparts will use the report
to inform the design and implementation of future local government activities.

GOALS
- Determine the impact of USAID-sponsored local government activities on the management

capacity of local government in four countries (Albania, Poland, Romania, and Ukraine);

Examine the influence of the national political environment on the adoption of USAID-sponsored

local government activities; and

Determine the impact of the local government activities on the process of decentralization and

enhanced local governance.

OBJECTIVES
To assess the gppropriateness, quality, and impact of local government technical assistance
activities designed to improve management capacities of local governments;
To Determine the extent to which these activities resulted in well-managed local governments
that:

0 Manage their resources strategically;

0 Respond to needs of citizens through specific mechanisms (e.g., strategic and capital
improvement planning processes) that involve citizens in identifying and prioritizing
needs and investments,

0 Have accessto information and technical know-how about best practice approaches and
techniques;

0 Implement these best practices; and

0 Operatein alega and regulatory environment that guarantees local government
independence, limits restrictions, and allows for development of financial resources.

To determine whether the approaches and techniques for improving local government
management devel oped by USAID-funded local government activities were useful, desired,
affordable and addressed key concerns' of local governments;

To identify the difficulties encountered as governments implemented the new techniques,

To identify the ways in which local governments used local organizations in the development and
implementation of the new approaches;

To assess the impact of the local government activities on the progress towards decentralization
and local governance;

To determine how USAID can improve the design and implementation of its local government
activities to maximize the positive impact on the management capacity of local governments.

12 For the purposes of this evaluation the approaches and techniques fall into the five areas defined in Annex A:
strategic and financial management, local economic development, capital improvement planning and finance,
municipal service delivery, and public relations and citizen participation. Key concerns are defined as the need to
improve service delivery, upgrade infrastructure, promote economic development, and increase public participation.
If the approaches and techniques are designed in away that effectively incorporates public participation, they will
contribute significantly to enhanced local governance.
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STATEMENT OF THE WORK
PROBLEM STATEMENT

Over the last four years, USAID has implemented large and comprehensive local government support
programs in Albania, Poland, Romania, and Ukraine. These programs provided assistance to improve
local government management to a large number of local governments. The conditionsin each of the
four countries and the requirements of each Mission led to the use of different approaches and techniques.
In most cases, USAID sought to improve the management of the largest number of local governments
possible and to build the capacity of local organizations and individuals to deliver this assistance.

None of these programs has been systematically evaluated to determine which of the approaches used is
the most effective, given the constraints of national governments, and the needs of local communities.
Therefore, USAID is undertaking this assessment to: &) determine how USAID can best develop and
implement programs that help create desired approaches and techniques for improved local government
management; b) build indigenous capacity and demand for these approaches and techniques; and ) reach
the largest number of local governments possible with these approaches and techniques.

METHODOLOGY
The assessment team shall examine the local government activities on four basic issues:

The quality and appropriateness of the approaches and techniques devel oped and delivered,;

The role of local organizations in the development of approaches and techniques;

The demand for the techniques and approaches developed; and

The role played by the political environment on the development of approaches and techniques for local
governments.

The assessment will examine the local government programs in four countries, using a standard set of
research questions. The findings from the country case studies will be compared and the |essons |earned
about the most effective approaches will be drawn. The comparison will synthesize the results of the four
country studies and draw conclusions on the impact of the local government activities in the main areas
described below.

Listed below are relevant questions for six main areas that should be considered as these four basic issues
are examined. In asense, these are the kinds of questions the USAID activity managers should be asking
as they develop and implement activities. The assessment team will use these questions as a guide to
develop the final research questions. It will not be necessary to respond directly to each of these
guestions in the assessment report. Questions that shall be addressed in the assessment report are found
in the lessons learned section below.

1. The Appropriateness, Quality, and Impact of the Technical Assistance Delivered

Assumption: 1f USAID activities develop and effectively market desired, useful, and affordable
approaches and techniques for improving local government management, a large number of local
governments across the country will use them to make themselves more effective, responsive, and
accountable.

Were the approaches and techniques developed by USAID activities to improve local government
management desired, useful, and affordable?

Did the approaches and techniques devel oped address key concerns for improving local
government management?
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What changes to improve local government management have been brought about through the
use of these approaches and techniques?

Has the proper implementation and use of the approaches and techniques developed led to loca
government that is more effective and more responsive to the needs and desires of citizens?
What means were used to monitor and evaluate the appropriateness, quality, and impact of the
assistance delivered? Have USAID and the implementer developed an approach or a system to
monitor and evaluate effectively the appropriateness, quality, and impact of the assistance
delivered?

2. The Role of Local Organizations

Assumption: Local government activities should be developed collaboratively with local governments
and local organizations if they are to be desired, useful, and affordable. This requires an active and open
dialogue among USAID, the implementer, local government leaders, and local government organizations
through which approaches and techniques will be developed. Doing so will not only alow the
implementer to create more desired and appropriate assistance but it will also build the capacity of local
organizations. USAID is capable of helping to create competent and sustainable organizations.

How did USAID and the implementer identify approaches and techniques to address the key
concerns of loca governments? How did variations in approaches to address the key concerns
impact the results obtained?

Did local governments and local organizations (such as NGOs, consulting firms, and think
thanks) play a useful role in the devel opment and implementation of the USAID-supported local
government activities? How did the use of local organizations improve the appropriateness and
quality of the assistance delivered? What are the most effective ways for implementers to work
with local organizations?

Arelocd organizations providing assistance to local governments on a fee-for-service basis? If
not, what are the obstacles? What can USAID do to ensure greater sustainability of these
organizations in future programs?

Have the local organizations providing assi stance become more sustainable and available
nationwide?

3. Demand for Local Government Assistance — Can we help Srengthen the Market?

Assumptions: In order to create increased demand by local governments for approaches and techniques
developed, USAID must develop approaches and techniques that are useful and affordable and
successfully marketed to local government leaders. If appropriate and desired approaches and techniques
are created (supply side of a market), local governments will pay for assistance (demand side of market).

What number of local governments used the approaches and techniques developed by the USAID
activities? Were activities designed to encourage use by alarge number of local governments? If
not, why not?

Has the program devel oped approaches and techniques that are useful, affordable, and cost
effective? Did the local governments find the approaches and techniques developed by USAID-
supported local government programs useful and affordable? How have the programs
demonstrated that the use of these approaches and techniques is cost effective and enhances
management capacity?

How did or how can USAID encourage larger numbers of local governments to use the
approaches and techniques developed by local government programs?

What types of public relations or marketing work best?

Are agrowing number of local governments requesting assistance from the program? Are they
using the assistance to improve the way they operate? What steps might the implementer take to
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increase local government involvement and have national impact? Are local governments willing
to use their own resources to procure services to improve their management? |If not, why not?

Is there evidence that a market is emerging for the kinds of technical assistance activities offered
by the local government programs? How extensive is this market? What steps have been taken
and/or what steps could be taken to encourage the further development of this market? How can
the programs effectively market their products?

4. Political and Administrative Context

Assumptions: USAID activities working in alimited number of local governments with strong,
progressive leadership can help create effective and desired approaches and techniques for improved local
government management, regardless of the national political environment and the state of
decentralization. Local government activities can have nationwide impact if a country has an
encouraging national political environment and effective decentralization laws and policiesin place.
Loca government assistance provided by USAID can have national impact by improving loca
governance and enhancing decentralization. Loca government leaders and local government associations
can influence national politics and policy on decentralization and local government management
improvement.

To what extent did the political environment aid or hinder successful program development and
implementation? What other in-country circumstances might aid or hinder program
development?

What political factors support programs aimed at improving local government management?
What political factors hinder programs aimed at improving local government management?
What results did working with a limited number of local governments produce?

What is the minimum number of local governments with which a program should work if it hopes
to have significant impact on local governance and decentralization?

At what point does the political context make it not worthwhile to implement aloca government
program?

How does the status of decentralization and administrative reform affect the development and
implementation of local government activities? How much “spread effect” can USAID expect
under the circumstances in each country assessed?

Can locd government leaders and local government associations serve as effective advocates for
more effective decentralization and improved loca government management?

5. USAID Design and Management of these Activities
Did USAID design and manage these activities in a manner that encouraged the implementer to
develop desired, affordable technical assistance that would meet the priority needs of loca
governments?
Did the design and implementation adequately incorporate loca input? What steps could USAID
take to encourage implementers to incorporate more effectively local input into the design and
implementation of local government programs? For example, did the implementer use focus
groups or other “studies’ of local government need? Did the implementer use locals to develop
prototypes that were refined and then marketed to alarger audience? Did the implementer rely on
expatriate professionals or seek to identify and strengthen local professionals? Did USAID
encourage the implementer to use local professionals?
What steps could USAID take to encourage more effective use of local organizations and
individuals for activity development and implementation?
Should USAID assume that local governments would be willing to pay for appropriate, cost-
effective technical assistance?
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Did USAID adequately assess to what extent the political context would support alocal
government program?

Did USAID adequately assess to what extent the local government program could contribute to
enhanced decentralization and improved loca governance? Should USAID consider this issue?
How can USAID best assess this issue?

Implementation experience would seem to suggest that local government activities should be developed

in close collaboration with local governments and organizations if they are to be desired by and affordable
to local governments. Developing and implementing an activity in close collaboration with local
organizations should not only allow the implementer to create more desired, appropriate, and cost-
effective assistance but also build the capacity of the local organizations to implement such activities.
Therefore, the assessment should a so examine the ways in which the various activities used local
organizations in the development and implementation of these programs.

USAID assumes that the devel opment of appropriate approaches and techniques requires a dialogue
among USAID, the implementer, and loca government counterparts, whether they be local government
officials or other local government professionals. Based on their experience and access to “ state of the
art” approaches and techniques, USAID and the implementer should introduce approaches and techniques
in agiven country context, seeking advice from the locals on how they might best work in the given
country. Loca governments will often have other priorities or demand things that the activity cannot or
should not provide, and they will not understand why or how certain approaches and techniques will help
them out. USAID and the implementer share the responsibility to work closely with the localsto
demonstrate why certain approaches and techniques are useful, how they could be used, and how they
will benefit the local government. On the other hand, USAID and the implementer must “listen” to the
local government counterparts to understand how such tools might best be adapted to work in the local
context.

Another important aspect of convincing larger numbers of local governments to use approaches and
techniques developed by the USAID-supported activities is to market them successfully to local
government leaders and professionals. The assessment should examine the ways in which the approaches
and techniques were marketed to local government leaders and professionals to determine what methods
should be used to successfully market local government activities. Another key element in marketing is
the cost of the approach or technique. The assessment should examine if efforts were made to develop
approaches and techniques that could and would be purchased by local governments.

The Local Government Partnership Program (LGPP) in Poland made extensive use of local organizations
and individuals for the development and provision of approaches and techniques for improved
management to local governments. A number of cost-effective approaches and techniques were
developed. The LGPP also used numerous public relations and marketing techniques to develop and
market these approaches and techniques, including focus group studies on what local governments wanted
and needed and how it might best be developed and introduced, insertsin local government journals
describing how approaches and techniques would improve management, and television appearances by
local government leaders extolling the virtues of these approaches and techniques. Initslast year, the

L GPP implemented a cost-share program in which local governments paid local organizations for a 25-50
percent of the cost of the assistance delivered. The LGPP (USAID) paid the remaining 50-75 percent.
The goa was to develop a market for the provision of local government management approaches and
techniques in which Polish organizations would provide assistance to local governments for afee. If the
approach was successful, once the USAID assistance was finished (it ended in March 2001), Polish
organizations should be delivering assistance to local governments on afee basis that covers their costs.
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The assessment should determine to what extent the approaches discussed above were successful in
Poland, and, if they were, how they might be applied to the development and implementation of local
government activities in other countries in the Europe and Eurasiaregion. The same determinations
should be made for the other three countries included in this assessment — Albania, Romania, and
Ukraine. The assumptions behind the Poland LGPP and the other country programs and a set of
guestions intended to help examine the feasibility of these approaches are laid out in Task 2.

The team will assess the probability for sustained impact resulting from USAID-funded local government
program activities. For the purpose of this assessment, sustainability is defined as the ability of the in-
country institutions to produce useful information, products, and services that are sufficiently well valued
by the client so that adequate resources are committed to ensure their continued delivery. This definition
has a dynamic element in that maintaining sustainability is an ongoing process of transforming capacity
into performance and inputs into valued results. It aso impliesthat products and services are
continuously available and improving after USAID assistance is terminated.

6. Lessons Learned

The team will describe how the successes and/or failures of the local government programs could
contribute to the design and implementation of future USAID loca government programs. The team will
provide answers to the following general questions in light of questions posed in the five sections above:

How can USAID and its partners design and implement local government programs that provide desired,
useful, and affordable approaches for improving local government management and reach large numbers
of local governments? Has USAID focused on the right technical areas and implemented in ways that
creste local interest?

What are the most effective ways in which to involve local organizations in the development and
implementation of local government activities to increase desirability and appropriateness of the
assistance and the sustainability of the local organizations?

Should USAID activities task the implementer with creating and implementing approaches and
techniques in a certain number of local governments or with devel oping approaches and techniques that
will be demanded by local governments?

How can USAID-supported activities have the greatest impact on enhancing decentralization and
improving local governance nationwide?

The team will describe the types of changes USAID could make in its management and implementation

of future activities designed to help local government programs in the Europe and Eurasia region meet the
goa of providing appropriate and affordable assistance to alarge number of local governments. The
changes recommended should be those that could be reasonably expected to have an effect on loca
government program implementation.

STATEMENT OF SPECIFIC TASKS

The assessment team leader will be responsible for the preparation and presentation of the assessment and
all other deliverables. S/He will be responsible for the liaison with USAID/EE/DG/LGUD (Locd
Government and Urban Development Division) and Local Government Officers at USAID/Kiev,
USAID/Sofia, and USAID/Bucharest. The USAID/Warsaw Mission has closed. Guidance for Poland
will be provided by LGUD. S/He will manage and coordinate the work of al team members. The team
leader will assign specific tasks to the team and will provide instruction on how tasks should be
accomplished.




In addressing the goals and objectives summarized in Article |, the assessment team will perform the
tasks outlined below. The team will answer the questions identified below, and the team's report will
provide conclusions and recommendations based on these findings.

TASK 1: PREPARATORY WORK

Before undertaking fieldwork in Poland, Albania, Romania, and Ukraine, team members shal familiarize
themselves with documentation about past and current USAID-funded local government activities in each
country. The LGUD Division Chief will ensure that this documentation is available to the team within
one week after the contract issigned. The literature includes:

Scopes of Work, Work Plans, Strategies, and Assessments for the major local government
activitiesin each country.

Albania
To be provided by the Mission after contract signed.

Poland

“USAID Assistance Program to Poland in Local Government and Housing Sector Reform — A History
and Assessment From 1990-2000"

Loca Government Partnership Program mid-term Evaluation — USAID Poland

Poland Local Government Partnership Program Fina Report

Housing and Urban Development Assistance in Central and Eastern Europe — Final Report

“Role of Information in Gminas’

“How Municipalities Learn”

“Consultant-Based Ingtitutionalization: A Case Study”

Need Reports from Ukraine, Albania, and Romania

Romania

USAID Review of Local Government Program (May 2001)
Democracy Assessment for Romania (September 2001)
Mission Strategic Plan 2002-2006 (September 2001)

Ukraine

Participatory Evauation: Urban Public Transportation Improvement and Effective Local Government
Programs in Ukraine

USAID assistance strategy for Ukraine (1999-2002)

Scope of Work for Training Resources Sustainability Assessment

Relevant USAID publications, especially Maximizing Program Impact and Sustainability: Lessons
Learned in Europe and Eurasia (USAID, EE/DG/LGUD, October 1999)

Contract with CH2M HILL Internationa Services, Inc., and its modifications

Cooperative Agreement with U.S.-Ukraine Foundation (USUF), and its modifications, as well as the
Training, Sustainability and Strategic Plans for the Regional Training Centers

Cooperative Agreement with Research Triangle Ingtitute (RTI), and its modifications

Relevant sections of quarterly reports submitted by CH2M HILL, USUF and RTI to USAID/Kyiv

Upon commencement of work under this Delivery Order, the assessment team leader will prepare awork
plan in collaboration with the other team members that sets out the way in which this assessment will be
completed. The work plan will contain an analytical framework for the assessment, the research
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questions, the specific methods that will be used to gather datato answer each set of assessment
guestions, draft questionnaires and interview schedules, and a time frame for completing the work.

The work plan will be submitted to the LGUD Division Chief for comment within two weeks after the
Delivery Order issigned. The Division Chief, E& E/PCS staff, and others as designated by the LGUD
Division Chief, will provide comments within one week of having received the draft workplan. The
assessment team shall finaize the workplan, incorporating the Division Chief’s comments and submit it
to the LGUD Division Chief for approval. Working with the Division Chief and the Local Government
Officersin the Missions, the assessment team leader will set up a schedule for visiting each country.
Once the general schedule is agreed upon, the assessment team leader shall contact the Local Government
Officer in each country to set up a schedule for interviews and site visits with in-country counterparts and
othersinvolved with the local development and implementation of the local government programs.

TASK 2: FIELD WORK TO ASSESS LOCAL GOVERNMENT ACTIVITIES

The contractor will conduct field visits to four countries: Albania, Poland, Romania, and Ukraine. The
team will spend two weeks in each country to gather data required to answer the research questions. The
team will interview USAID and implementer staff, local government officials and professionalss, local
government support organization leaders, and others. A representative list of people may include the
following:

USAID and local government activity implementer staff

Officials and professionals from local governments working with USAID

Officials and professionals from local governments not working with USAID
Representatives of local government support organizations (L GSOs) that have worked with
USAID and those that have not worked with USAID

Representatives from national associations of local governments

Representatives from national associations of local government professionds
Representatives from think-tanks that focus on local government

Public opinion polling agencies that poll local government representatives

Professors from universities or schools of public administration working on local government
Members of central government ministries (e.g. Finance, Interior, Public Works) that work
directly on local government affairs

The assessment team is expected to identify additional local governments, organizations, and individuas
to interview based on its review of materials and its determination of where useful examples and
information might be found.

TASK 3: BRIEFINGS

The team will be required to meet with LGUD and E& E/PCS (program office) for afull briefing at the
start of the field assignments. The team will asobe required to meet with the Local Government Officers
in each USAID Mission at the start of the assignment in each country. The team should meet with the
Loca Government Officers at the end of the second week of fieldwork to discuss preliminary findings
and conclusions. The team will also be required to give afina exit briefing to each USAID Mission and
LGUD.
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Relationships and Responsibilities

The team will report to the LGUD Division Chief and the Mission Local Government Officer, and will
consult with program implementers in each country. LGUD will facilitate the arrangement of meetings
with the Polish counterparts and organizations to the extent possible. Mission Local Government Officers
will facilitate the arrangement of meetings with in-country counterparts and organizations. Following is
the basic team composition.

1. U.S. Specidists (3) for al Four Countries

A Senior Democracy and Governance Analyst (assessment Team Leader) is responsible for overall report
preparation and workplan preparation. S’he will be responsible for the liaison with LGUD and the
Mission Loca Government Officers, and will manage and coordinate the work of the other team
members. S/he will work in al four countries, and will have recognized experience in local government
management.

Two additional senior-level Democracy and Governance Analysts to support the team leader.

These experts will have experience in institutional development. The team leader will work in al four
countries and the other team members (2) will work in two countries each.

2. Specidistsfor Each Country

Albania (two). The Albanian Loca Democracy and Governance Analyst (team member) will work under
the guidance of the team leader and be responsible for scheduling interviews and site visits insde

Albania. This responsibility will require consultation with USAID/Sofia and Albanian counterparts. S’he
will be the expert for local government management and will provide input for the preparation of the
work plan no later than 10 days after this Delivery Order is signed.

The second Albanian Local Democracy and Governance Analyst (team member) will work under the
guidance of the team leader. S'He will serve as the expert for local government support organizations and
provide input for the preparation of the work plan no later than 10 days after the Delivery Order is signed.

Poland (two). The Polish Local Democracy and Governance Analyst (team member) will work under the
guidance of the team leader and will be responsible for scheduling interviews and site visits inside
Poland. Thiswill require consultation with LGUD and Polish counterparts. S/he will be the expert for
local government management and will provide input for the preparation of the work plan in that regard
no later than 10 days after the contract is signed.

The second Polish Local Democracy and Governance Analyst (team member) would work under the
guidance of the team leader. S/He will serve as the expert for local government support organizations
will provide input for the preparation of the work plan in that regard no later than 10 days after the
contract is signed.

Romania (two). The Romanian Local Democracy and Governance Analyst (team member) will work
under the guidance of the team leader and will be responsible for scheduling interviews and site visits
inside Romania. Thiswill require consultation with USAID/Bucharest and Romanian counterparts. S/he
will be the expert for local government management and will provide input for the preparation of the
work plan in that regard no later than 10 days after the Delivery Order is signed.




The second Romanian Local Democracy and Governance Analyst (team member) will work under the
guidance of the team leader. S/He will serve as the expert for local government support organizations and
will provide input for the preparation of the work plan in that regard no later than 10 days after the
Delivery Order is signed.

Ukraine (two). The Ukrainian Local Democracy and Governance Analyst (team member) will work
under the guidance of the team leader and will be responsible for scheduling interviews and site visits
inside Ukraine. Thiswill require consultation with USAID/Kiev and Ukrainian counterparts. S/he will
be the expert for local government management and will provide input for the preparation of the work
plan in that regard no later than 10 days after the Delivery Order is signed.

The second Ukrainian Local Democracy and Governance Analyst (team member) will work under the
guidance of the team leader. S/He will serve as the expert for local government support organizations and
will provide input for the preparation of the work plan in that regard no later than 10 days after the
Delivery Order is signed.

Ddliverables
1. WORKPLAN/METHODOLOGY

The team leader will finalize awork schedule in collaboration with the other team members. The
schedule for the interviews and the site visits in Albania, Poland, Romania, and Ukraine will be part of
the work schedule. On the basis of document review and the initial meeting with LGUD, the team |leader
will develop apreliminary work plan that outlines the approach and methodology of the assessment. This
work plan will be discussed with and approved by the LGUD Division Chief. The work plan will be
submitted within two weeks of the effective date of the contract.

2. ASSESSVIENT REPORT

The team shall prepare areport that contains a synthesis of the work in the four countries and individual
sections for each country assessment. The report should aso contain the following:

A Table of Contents;

An Executive Summary -- a 4-5 page, single-spaced document containing a clear, concise
summary of the most critical elements of the report;

The Assessment Report (no more than 40-50 pages), which discusses the mgjor findings and the
related issues and questions raised in the statement of Work. In discussing these findings, the
assessment shall also address the following:

The economic, political, and socia context of the local government programs;

Evidence/findings of the study concerning the assessment questions;

Succinctly stated conclusions drawn from the findings, i.e. the lessons learned; and
Recommendations based on the assessment’ s findings and conclusions.

Evaluation Report Appendices, including:
A copy of the assessment scope of work;
Team composition and study methods;
The USAID Mission results frameworks for local government activities,
A list of documents consulted, and of individuals and agencies contacted; and
More detailed discussions of methodological or technical issues as appropriate.
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Individual Country Reports

A draft section of each country report will be submitted to the Local Government Officer at each Mission
and the E& E/LGUD Division Chief prior to the assessment team leader's departure from each country.
The USAID Missions and E& E/LGUD will provide the assessment team leader with comments within 2
weeks of the draft country report submission. The assessment team shall incorporate all comments and
submit afina report to E& E/LGUD within 2 weeks of receipt of final comments. The LGUD Division
Chief will be responsible for review and approval of the fina report.

The assessment team leader shall be responsible for report production and will provide the fina
deliverables to LGUD on diskette as Microsoft Word document, plus forty printed and bound copies. The
assessment team leader shall provide 3 copies to CDIE in accordance with standard AID/W requirements.




6.2 Results Frameworks

> Albania

Strategic Objective 2.1: Increased | nvolvement of Civil Society in Economic and

=
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Political Decision-M aking

Citizen Participation in Public Discussions on Key Governance Issues Increased
Improved Community Democratic Processes

Increased Sustainability of NGOs

Increased Citizen Confidence in Accuracy of News and Information
Efficiently Managed Private Media Enterprises

Increased Independence of Local Administration from Central Government
Administrative Authorities Effectively Decentralized

Strengthened Capacity of Targeted Local Governments

Representative Government Institutions Strengthened

Political Parties Strengthened

Legidative Elections Processes Strengthened

» Poland™®

Strategic Objective 2.3: L ocal Government is Effective, Responsive and Accountable

ARWWWNNNE

NADDDDTDDDD

=

I.R. 4.2:

Improved Policy and Legal Framework Supports Local Government

Participation in Local Government Decision-Making Increased

Increased involvement by citizens, NGOs, and businessin local civic process

Local governments create and expand mechanisms for citizens, NGOs and business input
Increased Capacity to Ddliver Services and Manage Local Resources Efficiently
Increased technical and managerial capacity

Increased level of financial resources available for us

Support Systems for Local Government Functions Are Sustainable and More Effective
Providers of technical assistance, training, dissemination of best practice models,
lobbying, research, organized community involvement and other support to local
government are sustainable and available nationwide

Providers of services are more effective

» Romania**

Strategic Objective 2.3: Improved Democratic Governance at the Local L evel

I.R. 1
I.R. 2:

Adequately Funded Service-Oriented Loca Government Units
Improved Interaction between Citizens and Local Public Institutions

13 source: USAID/Poland, FY2002 Results Review, April 2000.
14 Source: USAID/Romania, Country Strategic Plan, 2002-2006, October 2001.
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» Ukraine”

Strategic Objective2.3: M or e Effective, Responsive and Accountable L ocal Gover nment
I.R. 1. Management of Municipal Services and Assets Improved
I.LR.1.1:  Strategic Planning Improved
I.R. 1.2:  Fiscal and Budgetary Management Improved
I.R.1.3:  Municipa Procurement is Done Through Competitive Bidding
I.R. 2: Local Government Autonomy Enhanced
I.R.21. Intergovernmental Finance System is Restructured (SO 1.2)
I.R. 3 Better Informed Citizens Participate More Fully in Loca Decision-Making
I.LR.3.1: Citizens Accessto Decison-Making Are Ensured
I.R.3.2.  Transparency of Government Operations Increased
I.R. 4: Professional and Technical Support for Local Government Improved

15 Source: USAID/Ukraine performance data tables for FY 2001-2003 (provided to MSI by USAID/Ukraine).
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6.3 Master List of People Interviewed
> Albania

Subject Contact Person

Association of Albanian Fatos Hodgj

Municipalities Executive Director
Tel: +355 4 257603; Fax: +355 4 257606
E-mail: aam@albmail.com
www.aanm-al.org

Co-PLAN Arch. Besnik Aligj
Executive Director
Tel: +355 4 257809/8; Fax: +355 4 257807
E-mail: co-plan@co-plan.org ; besnik_aliaj @co-plan.org
http://www.co-plan.org

Co-PLAN Dritan Shutina

Deputy Director

Tel: +355 4 257809/8; Fax: +355 4 257807

E-mail: co-plan@co-plan.org ; dritan_shutina@co-plan.org
http://www.co-plan.org

Council of Europe

Erind Kragja
Local Government Expert
Mobile: +355 68 2194114

German Agency for Technical Hans Ahfehl

Cooperation (GTZ) Mobile: +355 69 23 33062
German Agency for Technical Luan Dervishi
Cooperation (GTZ) Mobile: +355 68 22 03430
Institute for Development Auron Pasha

Research and Alternatives
(IDRA)

Executive Director
Tel/Fax: ++355 4 253352, 253288

E-mail: idra@albmail.com

Institute for Contemporary
Studies (1SB)

Artan Hoxha

Research Director

Phone: +355 4 251010 / 251 020; Fax: +355 4 234868
E-mail: ics@ish.icc-al .org ; www.ics-al.org

KfW Development Bank

Piro Trebicka
Project Coordinator
Phone: +355 4 340488 / 9; Fax: +355 4 340017

E-mail: ptrebicka@interalb.net

Ministry of Finance

Mimoza Dhembi

Budget Director

Tel/Fax: +355 4 222920

E-mail: budget.director@minfin.gov.al

Ministry of Local Government

Zyher Beci

Ministry of Local Government

Fran Ibrahimi

Director of Decentralization Department
Phone: +355 4 228893; Fax: +355 4 233544
E-mail: franbrahimi @yhoo.com

Ministry of Territory
Adjustment and Tourism

ShpresalLeka
Department of Urban Planning




Subject

Contact Person

Ministry of Territory
Adjustment and Tourism

Ing. Bujar Reme

General Director / Department of Sewer and Water
Tel/Fax: +355 4 256091

E-mail: remebujar@hotmail.com

Municipality of Durres DritaHalilgj
Director of Budget Department
Municipality of Durres Besnik Kertusha

Deputy Mayor
Phone: +355 5224800; Fax: +355 5223836

Municipality of Durres Arben Xhunga
Director of Tax Department
Municipality of Elbasan Hasan Drazhi

Director of Development Office
Tel/Fax: +355 54 53540
E-mail: hdrazhi @yahoo.com

Municipality of Elbasan Fatos Subashi

Specialist at Development Department
Municipality of Erseka Adriatik Barce

Mayor

Phone: +355 812 2225/2232
Municipality of Erseka Vasil Dine

Head of Public Services Department
Mobile: +355 68 24 57784

Municipality of Kavagja Kostandin Filja
Director of Tax Department
Municipality of Kavaja Hysni Shamata

Director of Public Service Department
Mobile: +355 68 2164382

Municipality of Korca

Leonard Gjanci
Head of Public Services Department
Mobile: +355 69 2263014

Municipality of Korca

Ervin Kgo
Department of Public Properties
Phone: +355 82 43044; Fax: +355 82 42082

E-mail: bashkiko@icc-al.org

Municipality of Korca

Gjergj Kos
Phone: +355 8 242590
Mobile: +355 69 2196920

Municipality of Kucova Altin Mihali

Head of Revenues Department
Municipality of Kucova Shpetim Nishani

Deputy Mayor

Head of Coordination and Development Department

Municipality of Kucova

Petrit Shyti
Head of Public Services Department

Municipality of Librazhd

Fatos Zhari
Former Mayor
Mobile: +355 68 23 64455

Municipality of Pogradec

Mangalina Cane
Tel/Fax: +355 83 22441
E-mail: mangalinacane@yahoo.com

Municipality of Rreshen

Marie Bibgj
Former Mayor




Subject

Contact Person

Municipality of Rreshen

AdelinaDuka
Urban Planning Department

Municipality of Rreshen

Bardhok Gjikola
Director of Budget Department

Municipality of Rreshen

Dod Pjetrgj
Director of Urban Planning

Municipality of Shkodra

Ridvan Sokoli

Chief of Development and Foreign Relations Office
Tel/Fax: +355 2242393

E-mail: ridvansokoli@yahoo.com

Municipality of Tirana

Elira Dibra

Director of Assets Management Unit
Tel:/Fax: +355 4 247182

Mobile: +355 68 20 57117

E-mail: eliradibra@hotmail.com

Municipality of Tirana

PranveraZhaka

Director of Business Activity Licensing
Tel: +355 4 229100/247182; Fax: +355 4 228430

E-mail: pzhaka@tirana.gov.al

National Democratic I nstitute
for International Affairs (NDI)

Jennifer Butz

Country Director
Mobile: +355 68 20 74345

E-mail: jbutz@ndialbania.org

Partners Albania

Juliana Hoxha

Director

Phone: +355 4 254881/3; Fax: +355 4 254882
E-mail: director@partnersal bania.org

www.partnersalbania.org

Swedish International
Development Agency (SIDA)

Robert Hall
First Secretary / Section for Cooperation with Albania
Phone: +355 4 343486; Fax: +355 4 374416

E-mail: Robert.hall @sweden.gov.al

Swedish International
Development Agency (SIDA)

Lars Oscar
Counselor / Section for Cooperation with Albania
Phone: +355 4 343486; Fax: +355 4 374416

E-mail: |ars.oscar@sweden.gov.al

UNDP
Loca Governance Program

Kalyan Pandey
Chief Technical Advisor
Tel: +355 4 235052/9; Fax: +355 4 228978

E-mail: kalian.pandey@undp.org ; kalian.pandey@igp-undp.org.al

Urban Research Institute

Perparim Dervishi

Finance Program Specialist

Tel/Fax: + 355 4 256832/3/4

E-mail: perparimdervishi @yahoo.com

Urban Research Institute

Engjell Dakli

Local Government Expert
Mobile: +355 69 2101597
E-mail: engjelldakli @yahoo.com

Urban Research Institute

Edlir Vokopola

Infrastructure & Municipal Expert

Tel: +355 4 256 840; Fax: +355 4 248470
E-mail: evokopola@uri.org.al




Subject

Contact Person

USAID Eric Richardson
Democracy and Governance Officer
Tel: +355 4 266395/6/7/8/9; Fax: +355 4 266394
E-mail: erichardson@usaid.gov
World Bank Eugen Scanteie
Country Manager & Head of Mission for Albania
Tel: +355 430016 / 30017 / 240587; Fax: +355 4 240590
E-mail: escanteie@worldbank.org ; www.worldbank.org
» Poland
Subject Contact Person
AGD Jesiolowsky (consultancy) | Katarzyna Piwonska
(Telephone Interview)
Armada (consultancy) Piotr Miller

(Telephone Interview)

Association of Polish Cities

Miroslava Posern-Zidinska
Deputy Director

Posnan

Support Officefor the Zbigniew Wejcman

Movement of Social Initiatives | Director

(BORIS) Warsaw

Chemonics Angus Olson
Senior Manager, Europe and Eurasia Region
Washington, D.C.

Chemonics Dennis Taylor

Former Chief of Party
(Telephone I nterview)

CityProf Ltd. Adam Stachel
Krakow
CityProf Ltd. David Torf

(Telephone I nterview)

Consultant

Janusz Szewczuk
Consultant
Warsaw

Consultant

Rafal Stanek
Former LGPP Staff
Consultant
Warsaw

DGA SA

Wocjiech Pozarzycki
Director, Department of Infrastructure
Poznan

DGA SA

AnnaZubka
Deputy Director, Department of European Integration
Poznan

European Bank for
Reconstruction and
Development (EBRD)

Gerry Muscat

Senior Banker

Municipal and Environmental Infrastructure Team
Warsaw

Federation of Associations of
Municipalities and Counties of
the Republic of Poland

Kasimierz Barczyk
President
Krakow




Subject

Contact Person

Federation of Associations of Maciej Korkuc
Municipalities and Counties of Director
the Republic of Poland Posnan
Foundation for Social and Dr. Krzysztof Herbst
Economic Initiatives Warsaw
Foundation in Support of Local | Jerzy Regulski
Democracy President

Warsaw
Gliwice (City of) Piotr Popiel

Director

Bureau for Public Relations and Municipal Promotion
Office of the Mayor

Idealna Gmina Foundation

Malgorzata Kramarz
President
Warsaw

Institute of Public Affairs

Dr. Jacek Kucharchzyk
Director of Programs
Warsaw

Inwest Consulting SA

Jacek Mrowicki and Pawel Sliwinski
Posnan

Jefremienko SC

HalinaWolska and Marek Jefremienko
Warsaw

Krakfin SC

Marzena Piszcek
Consultancy
Krakow

Krakow (City of)

Kryzstof Pakonski
Former LGPP Staff
Krakow

Kropkow (City of)

Group interview including mayor, Deputy mayor, Treasurer, and
Waste Water Manager

LEM Project

Piotr Szczesny
Krakow

Lemtech

Zbigniew Jedrzejewski
Ul. Spitalna40
Krakow

Loca Government Partnership
Program (LGPP), Pilot Project

Thomas Spofford

Former RTI Resident Advisor
LGPP Pilot Project
(Telephone Interview)

Member of Parliament

Andrej Czerwinski
Representing Novi Sacz
Warsaw

Ministry of Interior and Public
Administration, Government of
Poland

Krsystztof Jaszczolt

Former LGPP Staff

Monitoring and Evaluation Specialist
Warsaw

Ministry of Interior and Public
Administration, Government of
Poland

Dr. Tomasz Potkanski

Former LGPP Staff

Project Manager

Project Team, Rural Development
Warsaw
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Subject

Contact Person

Mistia-Mal opolski Institute

Jacek Kwiatkowski

Director

Aldona Okraszewska, Project Development
Krakow

Municipal Development

UrszulaKlewinska

Agency Project Manager
Warsaw

Municipium SA Janusz Krol
Warsaw

Nowa Deba (City of) Jozef CaekalsKi
Burgomeister

Nowa Deba (City of) Krzysztof Michalow
Deputy Burgomeister

Nowa Deba (City of) Wladyslaw Ordon
Secretary

Nowy Sacz (City of) Ms. L. Tabac
Deputy Mayor

Polish-American Freedom Radoslaw Jasinski

Foundation

Former LGPP Staff
Program Director

Warsaw
Polish Institute for Local Cezary Trutkowski
Democracy Director
FSLD
Warsaw
Posnan (City of) Tomasz J. Kayser
Deputy Mayor
Posnan (City of) Miroslaw Kruszynski

Deputy Mayor

Research Triangle Institute
(RTI)

Jeff Hughes
IMAC project
(Telephone I nterview)

Research Triangle Institute
(RTI)

Agnieszka K opanski
Former RTI Consultant

Warsaw
Research Triangle Institute Tony Levitas
(RTI) Poland

Research Triangle Institute
(RTI)

Thomas Wiktor
Poland, Warsaw

University of Krakow

Mr. Zavetsky

Deputy Director

Malopolska School of Public Administration
Krakow

Warsaw (City of) Y arek Choldezski
Former LGPP Staff
Warsaw
Wielkpolski Osrodek Marek Bigosinski
K'sztal cenia (Wokiss) Poshan

World Bank Gwen Swinburn
Urban Anchor, Local Economic Devel opment
Washington, D.C.

Zabeirzow (City of) Wieslaw Misztal

Mayor




> Romania

Subject

Contact Person

Alexandria (City of)

Mrs. Catana
Financial Director

Alexandria (City of)

Dragustin Victor
Vice-Mayor

Arges County

lon Mihailescu
Council Chairman

Association of Communes and
Mayors

Emil Draghici

Vice President

Association of Communes and Mayors
Bulcana-Bai Commune

Association of Romanian
Towns

Vasile Sivian Ciuperca
Chairman, Association of Romanian Towns
Member, Chamber of Deputies of Romania

Constanta (City of)

Aurel Butnaru
Deputy Mayor

Constanta (City of)

Stelian Dutu

Council Chairman (former President of the Association of City
Councils)

Constanta Judet

Constanta (City of)

AdrianaNegrila
Director, Citizen Information Center

County Council of Bihor

Traian Abrudan
Counselor of the President

Delegation of the European
Commission in Romania

Sonia Languille
Task Manager, Decentralization and Coordination of Programmes

Embassy of the United States

Edward G. Stafford
Poalitical-Military Officer
Bucharest

European bank for
Reconstruction and
Development (EBRD)

Dana Craciunescu
Principal Banker

Focsani (City of)

Decebal Bacinschi
Mayor

Focsani (city of)

Mihai Cazaciuc
Director of Communications

Focsani (city of) Natasha Nemes
Economic Director
Focsani Public Utility Company | Viorcia Serbu

Economic Director

Focsani Public Utility Company

Gheorghe Vasilescu
General Manager

Foundation Partners for Local
Development (FPDL)

AnaVasilache
Executive Director

Giurgiu (City of)

Lilian Alexandridi
Director, Trade Registry Office

Giurgiu (City of)

Rosu Petre
Council Secretary

Giurgiu (City of)

Constantin Toma
Deputy Mayor
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Subject Contact Person
Giurgiu (City of) Leonida Vaitici
Council Public Relations Officer
Governance Reform and Kristina Creosteanu
Sustainable Partnerships Citizen Participation Unit
(GRASP) project
Governance Reform and Earl Mathers
Sustainable Partnerships Chief of Party
(GRASP) project
Governance Reform and Allen Stansbury
Sustainable Partnerships Team Leader for Transparency and Accountability
(GRASP) project
lasc (City of) Constantin Simirad
Mayor
Loca Development Group Claudia Pamfil
Co-Director
Local Development Group Daniel Serban
(GDL) Co-Director
Mangalia (City of) Zamfir lorgus
Mayor
Ministry of Public Vasile Ciomos
Administration General Director
Department of Local Infrastructure
Ministry of Public Viorel Cristea
Administration Secretary General
Ministry of Public Finance Marin Cojoc
Director General Adjunct
Oradea (City of) Petru Filip
Mayor
Oradea (City of) Emilian G. Sdla
Economic Director
Parliament of Romania Maria Petre
Senator (representing lalomita)
Pitesti (City of) Mariana Boncea
Economic Director
Pitesti (City of) Tudor Pendiuc
Mayor
Radio SEMNAL Daniel Dinca
Director General
Alexandria
Romanian Academic Society Sorin lonita
(SAR) Director
Bucharest
Romanian-American lleanaMarin
Sustainable Partnership Program Manager
Umbrella Grant Program
(RASP)
Romanian-American Lee Rosner
Sustainable Partnership Director
Umbrella Grant Program
(RASP)
Romanian Banking Institute Lucian C. lonescu
President-Rector and Chairman of the Board
Romanian banking Institute Dr. Radu C. Radut
Managing Director




Subject Contact Person
Romanian Chamber of Deputies | Viorel Coifan
and Commission on Public Member
Administration
Tulcea (City of) Sirma Caraman
Economic Director, City of Tulcea
President, Association of Economic Directors
USAID/Romania Ruxandra Datcu
Deputy Director, Democracy and Social Sector Reform Office
USAID/Romania Eleanor Kennedy
Senior Democracy Advisor
USAID/Romania CorinaMararu
Deputy Director, Office of Private Enterprise
USAID/Romania Jane Nandy
Director, Democracy and Social Sector Reform Office
USAID/Romania Victor Radulescu
Project Management Specialist fpr Demaocratic Governance
Programs
» Ukraine
Subject Contact Person

Association of Ukrainian Cities

Yuriy Baran
Executive Director
Lviv Regional Branch

Association of Ukrainian Cities

Diana Denysova
Advosor to the Executive Director
Kharkiv Regiona Office

Association of Ukrainian Cities

Igor Girchak
Executive Director
Ternopil Regional Office

Association of Ukrainian Cities

Tatiana Grishuk
Executive Director
Rivne Regional Office

Association of Ukrainian Cities

Igor Kovalyk
Deputy Executive Director
Ternopil Regional Office

Association of Ukrainian Cities

Myroslav Pittsyk
Executive Director
Kyiv

Association of Ukrainian Cities

Svitlana Pylpenko
Trainer
Kharkiv Regional Office

Association of Ukrainian Cities

Nadija Tarasova
Coordinator
Kharkiv Regiona Office

Association of Ukrainian Cities

Oleh Vojtychuk
Executive Director
Ivano-Frankivsk Regional Office

CH2M Hill

Dr. O.K. “Kris’ Buros

Vice President and Technical Advisor for Europe, Africaand Middle East
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Subject

Contact Person

Development Alternatives, Inc.

Judy Hansen

Senior Governance Advisor (former USAID/Ukraine Advisor for Local
Government)

Bethesda, MD

Ivano-Frankivsk (City of)

Bohdan Abrahovych
Director, Transportation Department

Ivano-Frankivsk (City of)

Liubov Kostiv
Director, Financial Department

Ivano-Frankivsk (City of)

Vasyl Melnychuk
Deputy Director, Transportation Department

Ivano-Frankivsk (City of)

Zinovy Shkutiak

Mayor
Ivano-Frankivsk (City of) A. Sobolevsky;j

Director, Business Registration Center
Ivano-Frankivsk (City of) Oleh Syniutka

Deputy Mayor

Ivano-Frankivsk (City of)

Lidia Volosianko
Director, Business Development Agency

Izum (City of) Pavio Bolkovyj
Chiel Engineer, Vodokanal
Izum (City of) Anhelina Fedosova
Chief Economist, Vodokanal
Izum (City of) Olexander Olchovskyj
Secretary, City Council
Izum (City of) Oleh Sematiuk
Former Deputy Mayor
Kalush (City of) Roman Matkovsky
Secretary, City Council
Kalush City Council Roman Popadyn
Director, Department of Investment and International Integration
Local Director, Community Partnership Program
Kalush (City of) Roman Sushko
Mayor
Kamyanets-Podilsky (City of) |Serhij Babij

Secretary of City Council and CPP Coordinator

Kamyanets-Podilsky (City of)

Olexandr Mazurchack
Mayor

Kharkiv (City of) Victor Miroshnyk
Director, Administration Department of City Council (also Executive
Director of Association of Ukrainian Cities Regional Office)

Kharkiv (City of) Victor Rud
Director, Department of International Relations

Kharkiv (City of) Larissa Y evtushenko
Senior Advisor, Department of International Relations and coordinator of
Kharkiv Community Partnership Program

Lutsk (City of) Anatolij Bachuk
Director, Vodocanal

Lutsk (City of) Oleh Ishiuk

Director, Financial Department

Lutsk City Council

Leonid Kirilchuk
Deputy Chair

Lviv (City of)

Oleh Bilocur
Alternate Director, Communal Transportation Enterprise
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Contact Person

Lviv (City of) Vitaly Chohovets
Chief Engineer, Communal Transportation Enterprise
Lviv (City of) Lev Hipp
Deputy Director, Vodocanal
Lviv (City of) Vasyl Skliarskyj
Director, Vodocanal
Lviv (City of) Yaroslav Vovchak
Head, Transportation and Communication Depart ment
PADCO, Inc. Alexander Kucherenko
Deputy Program Manager
USAID Tariff Reform and Communal Services Enterprises Restructuring
Program
Rivne (City of) Mr. Baletskyj
Director, Financial Department
Rivne (City of) Victor Chaika
Mayor
Rivne (City of) Adrij Greshuk
Secretary, City Council
Rivne (City of) Mr. S. Lagidny;j
Director, Communal Trolley-Bus Enterprise
Rivne (City of) Volodymyr Netsky;j
Director, Vodocanal
Rivne (City of) Mr. Slyvka
Director, Transport Communal Services Department
Regional Training Center Petro mavko
Director
Lviv
Research Triangle Institute Robert Bodo
(RTI) Chief of Party
Ukraine
Research Triangle Institute Dan Goetz
(RTI) Project Manager
Washington, D.C.
Research Triangle Institute Bohdan Radejko
(RTI) L GA Project Manager, Center for International Development
Washington, D.C.
Ternopil (City of) Oleh Baran
Director, Vodocanal
Ternopil (City of) Bohdan Levkiv
Mayor

Ternopil (City of)

Mykola Marseniuk
Director, Housing Department

USAID/Ukraine

Ulian Bilotkach
Project Management Specialist-Municipal Development
Kyiv

USAID/Ukraine

Victor Rachkevych
Project Activity Officer
Kyiv

USAID/Ukraine

William Slansker
Local Government Advisor
Kyiv

U.S.-Ukraine Foundation

Vera Andrushkiv
Project Director, Community Partnerships Project
Kyiv
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Contact Person

U.S.-Ukraine Foundation

Abigail Cleveland
Communications Manager
Kyiv

U.S.-Ukraine Foundation

Alica Henson
Deputy Project Director, Community Partnerships Project
Kyiv

U.S-Ukraine Foundation Valerie Wright
Project Director, Community Partnerships Project
Kyiv
U.S-Ukraine Regional Valerij Hulij
Training Center “ Slobozankyj” | Director
Kharkiv
Zhytomyr (City of) Georgu Buravkov
Mayor
Zhytomyr (City of) Vadim Kalinin
Assistant to the Mayor
and Executive Director, Association of Ukrainian Cities Regional Office
Zhytomyr (City of) Mukola Voloshuk
Director, Vodocanal
Zhytomyr (City of) Andru Zotov

Director, Coordination Committee




6.4

Master List of USAID Country Projects Reviewed in this Assessment

> Albania
USAID Program Time Frame
Public Administration Program in Albania 1995-2000
Decentralization Initiative 1998-2000
Local Government Assistance and Decentralization (LGAD) 2000-Sept. 2004
Resource Cities Program
Other Interventions:
World Learning Training program 2000 — 2004
Infrastructure Program Completed
Corruption Reduction in Albania

» Poland
USAID Program Time Frame
Local Environmental Management Project (LEM) 1992-1998
Municipal Advisory Program 1995-1997
Policy for the financing of municipal utilities 1996-1998
Democratic Governance and Public Administration project
IMAC project - 2000
USAID technical assistance to gminas
Other Interventions:
Foundation in Support of Local Democracy (FSLD)
Local government Partnership Program (L GPP) 1998-2001

» Romania
USAID Program Time Frame
Local Government Assistance Program (LGAP ) 1993-1996
Municipa Finance and Credit Program 1996-1999
Central and Eastern Europe Public Administration Assistance Project (CEEPAA) | 1997-1999
Loca Government Assistance Program (LGAP 1) 1999-2002
Governance Reform and Sustainable Partnerships (GRASP) 2002 -
Institutional Reform and the Informal Sector (IRIS)

» Ukraine
USAID Program Time Frame
Municipa Finance and Management Project (Tariff Reform and Communal Services | 1994-1997
Enterprise Restructuring)
Effective Local Government Project and Public Transportation Improvement Project | 1997-
Municipa Development Loan Fund Project 1998-1999
Dissemination of Regional Offices for the Association of Ukrainian Cities 1990-
Municipal Water Projects 1998-
Lviv Water Infrastructure Project 1998-1999
Municipal Water Roll-Out Project 1999-2003
Tariff Reform Project 2000-2003
Community Partnerships for Training and Education Program (CPP) 1997-
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1.0 Introduction

1.1 Overview

This report conveys the results of the Albania component of USAID’ s Bureau for Europe and Eurasia's
(USAID/EE) four-country assessment of loca government programs. Other countries included in this
assessment are Ukraine, Poland, and Romania. The core analytical product of the assessment, a cross-
national synthesis, accompanies this report.

As stated in the Terms of Reference for this assignment:

“Over the past ten years, USAID has supported numerous local government activitiesin
countries throughout the Europe and Eurasia Region. From the early days of transition,
USAID has redlized that support for decentralization and improved local government would
provide key assistance to reformers interested in breaking down the centralized communist
system and demonstrating that transition could work and serve the people. More effective
local governments can show citizens that transition can pay off.”*°

In carrying out the Albania assessment, the M S| team was particularly interested in the dynamic of local
government reform and how the USAID-sponsored interventions have supported the reform process. As
such, the team focused on several issues:

How closely the thematic areas of assistance identified by USAID and its contractors aligned with the
overall reform movement of the Government of Albania (GOA).

The extent to which the method of providing assistance represented a sufficiently integrated package
of inputs.

The extent to which the process of supporting particular municipalities led to more widespread
adaptation of reforms.

The extent to which the work was integrated into Albanian institutions to effect longer-term
sustainability of the reform effort.

The Albania country assessment was undertaken in October 2003. In addition to anaysis of key program
documents and reports, the M S| assessment team conducted semi-structured interviews with about 50
individuas from central government, NGOs, and 11 municipalities. The municipalities chosen
represented a mix of sizes and had received various levels of USAID support. They also represent most
regions of the country.

1.2 Structure of Report

Section 2 describes the overal methodological approach that the M Sl assessment team employed in this
assignment. The specific design of the anaysis and assessment is discussed, and its relevance to this
country’s local governance context, political and cultural environment, and to the character of the data
that was available and accessible.
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MSI 3



Section 3 provides an overview both of the present character and recent history of local government in
Albaniaand of USAID’s urban programs. A particular emphasis has been placed on those programs
carried out within the past five years, for which reliable data is more available.

Section 4 presents the MS| assessment team’ s key findings, starting with an articulation of the most
important assumptions discerned by the team that were made by USAID when designing and
implementing the interventions intended to encourage more effective, responsive, and transparent local
governance. Each assumption isanalyzed. The specific impacts of USAID’s programs are then
reviewed, followed by a discussion of the basic issues that pertain to the intervention — quality,
appropriateness, degree of local participation, the level of demand for techniques devel oped, and the
constraints or opportunities that arose from the political environment.

Finaly, Section 5 summarizes the conclusions, first by considering the three critical project goals (impact
on loca government management capacity, influence of the national political environment, and the
impact on decentralization). Section 5 concludes with a summary of the important lessons learned,
deaned from the assessment of the recent history of local government interventions by USAID.

The report aso contains several annexes, with a copy of the scope of this assessment assignment, details
of program activities, data collection protocols, a list of al persons interviewed, and a bibliography of
documents used in this assessment.

1.3 Acknowledgements

We wish, in particular, to acknowledge Eric Richardson of USAID, Perparim Dervishi and Bart Kennedy
of the Urban Ingtitute, Juliana Hoxha of Partners Albania, and Jennifer Butz of the National Democratic
Ingtitute for the time they spent with the team and for the insights they provided.

We a so wish to express our gratitude to all our interview sources who gracioudly offered their time and
thought in our discussions, and to Michael Keshishian of EE/LG for his kind and consistent support.




2.0 Assessment M ethodology and Team Composition

2.1 Overall Approach

In accordance with the multi-country assessment’ s scope of work, MSI focused on four basic issues
concerning USAID’s local government assistance in Albania:

The quality and appropriateness of the approaches and techniques that were developed and delivered
for strengthening local government;

Therole of local organizations in the development of these approaches and techniques,

The demand for the approaches and techniques that were developed through USAID assistance; and
The influence of the political environment on the development of approaches and techniques for local
governments.

2.2 Design

The design for this assessment is an ex-post, multi-site comparative case study. This design does not
provide for a systemic comparison of the effects of program interventions for municipalities that
participated in the USAID program and those that did not. Such an approach was not feasible because 1)
no baseline information was gathered prior to the USAID program interventions, and 2) the multiplicity
of donor support to the many municipalities makes it virtually impossible to disentangle the impact of
USAID program support from the support provided from others. Instead some limited elements for
comparison of municipalities actively engaged in the USAID program and those not engaged have been
incorporated, where feasible and within the practical and budget constraints of the assessment. For
example, the assessment team held interviews with program participants from towns that participated only
modestly in USAID programs and those much more engaged over a period of time.

Congtraints on the availability of resources prohibited extensive primary surveys. The in-depth interviews
congtituted the major source of primary data, alowing the team to reach alevel of consensus and
confidence after modest in-country exploration.

A total of 11 municipalities were visited for this assessment. Asareatively small country of just over
three million people, this sample included most significant cities in the country that were recipients of
USAID program interventions. The sample included municipalities from all parts of the country except
for the southwest, which was excluded for logistical and time constraints. To the extent possible, the
team strove to interview individuas in those municipalities knowledgesable about USAID’s inputs,
associated with the municipality for a number of years, and aware of the general thrust of the
decentralization movement in the country.

Albaniais late to the reform effort compared to other countriesin the region. The path to reform had
been sporadic and inconsistent due to various factors, notably the political and economic instability of the
country. A more sustained reform effort began only in the late 1990’ s following the economic chaos of
1996/97. Asaresult the interventions funded by USAID and under consideration in this assessment
coincided with are-invigorated period of political and administrative reform. The interventions fall into
four areas:
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Support for policy reform: This assistance was provided during the past three years under the Local
Government Assistance and Decentralization Project (LGAD), implemented by the Urban Institute
Program and consisting of education, analysis, drafting, and assessment associated with the
Government’ s development of new laws and regulations pertaining to local governments.

Capacity strengthening. This assistance included support to individuals of targeted municipalitiesin
developing the skills and knowledge pertaining to newly approved or anticipated procedures: This
was carried out by the Urban Institute but at times in collaboration or coordination with other donors.
Ingtitutional support to selected municipalities in carrying out the relevant reforms or new business
practices, often on apilot basis: This support was typicaly provided in coordination with associated
training and networking among the pilot municipalities.

Support on technical issues not necessarily associated with the reform, but consistent with the need
for municipalities to be more responsive to citizen concerns: Examples include technical support in
solid waste management and assistance to Tirana through a twinning arrangement with a U.S. local
government.

All of these areas overlapped in certain instances. For example, implementation of specific reformsin
pilot cities helped to inform the overall policy reform process at the national level. While the relative
merits of each component of USAID’ s programs are discussed, this should not be read as suggesting that
certain elements were fundamentally more useful than others. .

To best understand the impact of these interventions and to put them in the context of broader reform and
assistance, interviews were aso held with NGOs (particularly those supported by USAID), centra
government officials, and other donors.

2.3 Analysis

Data from review of documents and interviews were generally written up and shared among the
assessment team. Each team member absorbed the information and reflected on it, bringing their
experience to bear. In some cases possibly contradictory information was sorted out through further data
collection. The full team concurred on the summary findings.

2.4 Reporting

Each country assessment is considered a piece of the larger synthesis. The synthesisis considered the
core product of the assessment. Action recommendations are properly addressed to the organization
requesting this assessment, EE/LG in USAID/Washington. Since the substantive focus of EE’s
assessment is on design and implementation lessons to be learned from systematic comparison across
country program experiences, recommendations are considered premature until data are collected and
analyzed from al the relevant country studies. Therefore this country assessment features presentation of
background, findings, and conclusions, but no recommendations.

2.5 Team Composition

MSI’s Albania assessment team consisted of Stephen Schwenke (team leader), Peter Feiden (Senior
Democracy and Governance Anayst); Auron Pasha (Albanian Democracy and Governance Anayst), and
Zana V okopola (Albanian Democracy and Governance Analyst). It should be noted that Ms. VVokopola,
through her company, URI, is a subcontractor to the Urban Institute, and that Mr. Pashawas a
subcontractor to Development Alternatives in the predecessor public administration project that ended in
2000.




3.0 Program Background

3.1 Local Government Context

While local governments are not new in Albania, thereis little modern history of local salf-governance as
an empowered and autonomous level of government with substantial decision-making authority. Rather
the local government history is more one of an administrative level acting on behalf of the policy and
administrative direction of the central government. Historically, the authority and standing that the
municipality enjoyed among the local populace was essentially derived from its status as an agent of the
central government.

Albania started establishing a truly autonomous local level of governance in the early 1990s. The first
package of reforms defining the responsibilities and the authority of local government units had its
shortcomings. In general the new structures encompassed limited authority and responsibilities. Thisled
to reinterpretation and political interference, particularly in fiscal matters and management of revenues
and expenditures.

The essential role of local government was reconfirmed in the new Constitution of 1998. That document
defines local government as founded upon the principle of subsidiarity and decentralization of power,
with that power exercised in accordance with the political principle of local autonomy.

A new phase in decentralization began with the formulation of the National Strategy for Decentralization
and Loca Autonomy in November 1999 (referred to as the decentralization strategy). This document
defines the nation’s long-term vision for local governance and the general scope and main objectives of
decentralization, and describes the duties, necessary resources, and the role of key partiesin the
decentralization process. The National Strategy, which was formalized by the Government in 2000, was
developed through a comprehensive participatory approach, with the involvement of central and local
Government representatives, civil society, and donor agencies.

In the early stages of decentralization, creation of the legal framework was the top priority in the
implementation plan of the Strategy. An important step after the approval of the Strategy was the
adoption in 2000 of the new Law on the Organization and Functioning of Local Government (referred to
asthe Organic Law). The Law is an integrated and coherent act that sanctions the rights and authorities of
local government units in conformity with the Albanian congtitution and the European Charter for Local
Sdf-Government. It contains a two-year implementation plan, calling for full transfer of essential
functions and fiscal authorities by the end of 2002.

The Law on Territorial and Administrative Division of Local Governments, which defines the borders of
each municipality, commune, district, and region, was also adopted in 2000. Laws on Immovable State
Property and on Transfer of Immovable State Properties to Local Governments were adopted in February
2001, completing the first phase of the Decentralization Strategy. A later milestone in the decentralization
process was the fiscal package adopted for 2003. This package represents a substantial increasein the
autonomy of municipalities and communes in determining own-source local revenues and responsibilities,
aswell as decisionr-making authority for the allocation of these revenues based on local priorities and
needs.

Decentralization has been a focus of the Albanian Government since 1998. Despite government changes
during the past half-decade, reform has remained a priority for the country. While the pace of the first
phase of the reform process— centered on the successful creation of the basic legal framework —was
especidly rapid, implementation of the Organic Law Action Plan and its prerequisites related to some of

MSI !



the local government functions and shared nationallocal government functions has been at a much more
moderate pace.

3.2 USAID Local Government Assistance

Up to 2000, USAID had divided the local government assistance efforts into two major components.
USAID implemented a policy component as a series of task orders, and alocal government capacity
building component, known as Public Administration Program in Albania (PAP/A Program), was
implemented as a separate project.

3.2.1 Public Administration Program in Albania

This program ran from 1995-2000 and was implemented by Development Alternatives Inc. with Mendez
England & Associates as a subcontractor. The Program was focused on raising the capacities of local
governments to manage their own affairs through assistance in the following areas.

Budgeting techniques. Training was provided to local governments on budgeting. A manua
was prepared with basic guidelines and standards in municipal financial management

Capital improvement plans. DAI assisted around 20 municipalities in preparing capital
improvement plans incorporating input from citizensin prioritizing the needs of the community.

Economic development plans. Several municipalities were also assisted in producing economic
development plans. These typically included community profiles and analyses of community
attributes with respect to private investment.

Municipa service. Severa citizen information centers designed to facilitate citizen interaction
with local government were established.

3.2.2 Decentrdization Initiative

Urban Ingtitute assisted the Albanian government during the 1998 — 2000 period in preparing the National
Strategy for Decentrdization in Albania. The new constitution (drafted with the support of USAID and
passed in 1998) and the new Organic Law of Loca Government, approved by Parliament in 2000, paved
the way for decentralization in Albania. During this period the Urban Institute also worked on some
infrastructure-related issues of local governments, especialy pertaining to local public investments.

3.2.3 Loca Government Assistance and Decentralization (LGAD)

Beginning in 2000 these two components (capacity building and policy) were integrated into one larger
program commonly referred to as LGAD. The Urban Indtitute is the main contractor. With an extension,
the program is now scheduled to end in September 2004.

The Urban Ingtitute has been providing technical assistance to the decentralization process under the
current program in two major areas. 1) technical assistance to the central government with respect to the
policies, laws, regulations, and procedures that together enable effective decentralization and devolution
of authority and resources to municipal governments, and 2) training programs for mayors, city council
members, and municipa officials aimed at building technical, managerial, and financial skillsin
preparation for their roles and responsibilities under a decentralized governmental system.

Over 50 municipalities and communes have completed basic coursesin two core areas —modern
budgeting and determining the full cost of public services. For many of the municipalities at least some
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follow-on technical assistance was provided. Over 3000 individuals have attended at least one workshop
or roundtable discussion.

A number of manuals have been produced and distributed. These include materials on basic budgeting
and calculating the costs and fees in solid waste collection and street cleaning. The more recent manuas
address contracting for public services, low-cost technologies for solid waste disposal, and citizen
participation. Accompanying courses have also been provided. About 25 individuals, most drawn from
the municipalities, have received training for trainers to enable them to conduct these programs.

In the early stages of the LGAD Program (continuing on some efforts by the Urban Institute during the
predecessor program), the Urban Ingtitute was extensively involved in the decentralization dialogue with
the national government. Working with the National Decentralization Committee and Task Force, the
Program provided important assistance that culminated with the passage of the Law on Organization and
Functioning of the Local Governments and the National Strategy for Decentralization.

Work at the nationa level has continued, if on a somewhat reduced level, through the Group of Experts
on Decentralization, the successor to the Task Force. A key and ongoing focus of the national policy
work is the establishment of a framework for local government finances through reform of the
mechanisms of central government transfers to local governments and, through broader fiscal
decentralization reform. Starting in 2001 the Urban Institute also has participated in the Medium-Term
Expenditure Framework Process, which is the base document for preparing the state budget. Positive
outcomes of this work included the shift from Ministry budgets to unconditional transfer for 2002 of
funding for many local exclusive functions that had been the responsibilities of line ministries. Similarly,
budget instructions now include requirements for local governments to present consolidated |local
budgets, including all sources of revenues and expenditures, in one table.

Two other areas of assistance are worth noting. First, anumber of national policy workshops and
roundtables have been carried out since 2001. Many of these events were structured to share the ongoing
reform work at the national level with municipdities. Finally, the LGAD program has reached out to the
Albanian Association of Municipalities as a partner in some of its work and thereby serves to strengthen
therole of this entity in policy development and training.

3.2.4 Resource Cities Program

Based on arequest from the Mayor of Tirana, USAID included the Tirana Municipality in the worldwide
Resource Cities Program implemented by the Internationa City/County Management Association
(ICMA). A twinning relationship was set up between the Tirana Municipality and a U.S. local
government (Catawba County in North Caroling). The Program is designed to transfer technical skills and
information on current technology to the Tirana municipality. Four technical exchange visits, each
involving several officials, have now been undertaken. The Program focuses on the following areas:

Licensing procedures
Tax collection

Solid waste management
Building codes

3.2.5 Other Interventions

A number of other initiatives that contribute to USAID’s local government / decentralization objectives
should be noted:
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° World Learning Training program World Learning International has cooperating with
PAP/A and Urban Ingtitute in offering training opportunities to municipa officials.

° Political Party Building and Citizen Participation. This project, which began in 2000
and runs to 2004, isimplemented by National Democratic Institute. As part of its Political Party
Leadership Program NDI has worked to establish citizen forain smaller settlements to enable
citizens to better formulate local development issues in collaboration with local governments.

° Infrastructure Program This project, now completed, was implemented by the
International Office on Migration of the United Nations and directly funded small and moderate-
scale infrastructure projects identified by loca governments.

° Partnersfor Democratic Change - Partners Albania. Partners Albania, alocaly-
registered NGO created by PWC, has trandated and adapted several of the UN Habitat Local
Government Elected Leadership Training modules, and is offering them to municipa officials.

° Corruption Reduction in Albania. The project provides technical assistance to the
Albanian Coalition against Corruption, which monitors parliamentary and budget proceedings,
sponsors monthly civic fora on corruptionrelated topics, and works with local governments to
promote anti-corruption initiatives at the locd level. It aso works with local officials to adopt
codes of ethics and streamline and make more transparent local licensing procedures.

3.3 Other Donors

Several other donors are active in the local government area. The World Bank and severd bilateral aid
programs provide funds for local infrastructure. The World Bank is aso funding some upgrading work in
Tirana, a program that will shortly extend to some other urban areas. Kreditanstalt fir Wiederaufbau
(KfW), a German devel opment funding facility, has over the past decade been funding projects worth
around $300 million, in coordination with the Albanian Development Fund. (ADF is amechanism
created by the Albanian government to channel donor capita funding). Gesellschaft fir Technische
Zusammenarbeit (GTZ) has offered training and provided planning-related technical assistance to eight
municipalities. This assistance incorporates funding for specific, modest public investments. Dutch aid
has been working with several local governments as well as the Albanian Association of Municipalities.
UNDP has also started alocal government program. This effort is working with the two levels of loca
government (municipalities’communes and regions) on development plans in connection with UN
Millennium Devel opment Goals.
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4.0 Key Findings

4.1 Design and I mplementation Assumptions

This section attempts to clarify the ways in which aspects of program design may have positively or
negatively affected measurable impacts.

The genera objectives of all local government projects are to improve local government management,
and thereby strengthen municipal services and the underlying support for local democratic institutions.
However, political, institutional, and economic conditions materialy influence what can be achieved and
how to proceed on the reform path. In determining the outline of assistance efforts in the local
government sector, USAID and its implementers start from a set of assumptions about the following basic
project design elements:

The most pressing issues that cities must address;

The approaches and techniques that are useful, timely, workable, and affordable;

The capacity of cities to absorb new techniques and methods into their business practices with limited
assistance;

The ability of cities to pay for consultant assistance or training when donors leave (sustainability);
The demand for consultant assistance when it is not provided and paid for by donors;

The potential for making an impact at the local leve if the nationa political environment is not
conducive to reform;

The relative efficacy of concentrating assistance within afew cities, compared to spreading assistance
more broadly, but with less intensity;

The potential for a spread effect, leading to substantial regional or nationwide impact;

The influence of external donors on reform of national policies; and

Political and economic trends and their influence on local government.

Team members base actual assumptions underlying these considerations on inference from project
documents, direct remarks from interviewees in operntended interviews, and logical analysis. Further, the
team has taken into account USAID’ s experience throughout the region during the past decade.

The section below presents a description of each assumption, accompanied by a brief analysis of the
vaidity of the assumption in the case of the Albania program. The assumptions have been grouped into
four main themes:

Effectiveness of previous USAID assistance;

Potential for making a nation-wide impact on local government management;
Readiness of local governments to adopt new practices; and

Technical capacity of local governments and local organizations.

4.1.1. Assumption Theme #1: Effectiveness of previous USAID assistance

Assumption: Previouslocal government projects had provided important baseline assistancein local
government administration and had thereby effectively introduced Albanian officials to collaborative
work processes with foreign donors.

Analysis: The current portfolio of local government assistance is intended to build on previous
interventions in the sector. These previous interventions included pilot technical assistance to selected
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municipalities under the PAP/A project, anaytical work in the housing sector, and support to Tiranain
planning and property registration. The latter two areas do not appear as closaly allied with current
efforts of USAID in the country.

Going back five or more years, USAID has followed an approach of marrying policy and legidative
reform in the central government with specific support to municipalities. The previous program worked
with severa cities to provide direct technica assistance in a variety of municipal and administrative areas.
This technical assistance included support to develop capital improvement programs, performance
measurement, and up-to-date budgeting systems. Beginning in 1999, these efforts assisted with the
identification and prioritization of small public infrastructure projects.

The current program implemented by the Urban Institute is working broadly in a number of
municipaitiesin Albania. The program started in 2001 and in short order was active in the selected
municipalities. Thisistestament, in part, to the fact that municipalities had been introduced to the
important role of international collaboration, as administrative systems are re-invented in line with a
democratic governmental system and market economy.

Beginning in October 2000, USAID entered what might be called the current phase of its local
government assistance program with the start of the LGAD Program. Evidence suggests that LGAD was
ableto start up relatively quickly in no small part due to the establishment of relations with key ministries
and local governments. The Urban Institute was able to readily establish a collaborative approach to
work with the Ministries of Finance and Local Government in the development of the overall policy
framework and accompanying legislation to effect further devolution of authority and resources to the
local level.

Assumption: Previous local government project activity in Albania and regional experience could
point to specific technical areas of high priority to the municipalities.

Analysis. This assumption entails severa components. Firg, it isin general an article of faith to USAID
(and to some extent with other donors) that the critical path to sustainable governmental decentralization
requires an initial focus on several discrete areas. Perhapsfirst and foremost is reform of the financing
and budgetary systems to enable municipalities to exercise demonstrable control over resourcesin the
context of multi-year planning and prioritization of community needs. The second is that a range of tools
is necessary to forge transparency in government and a service-oriented mentality at the municipa level.
The third is that greater control over services generally considered to be locdl in nature (e.g. solid waste
collection), accompanied by greater and more sustainable financing for these services and encouragement
of technical reform/modernization, serves to reinforce popular support for local government. The fourth
is that the need for greater local control over land use planning and development in the municipaitiesis
an inescapabl e sentiment that local governments must begin to address.

The Albania program has encompassed all of these efforts. The work in the financia realm goes back
five or more years, and a number of success have been seen dong the way. At the macro scale this
notably includes an increase in the percentage of financial transfers to the municipalities not fully
earmarked from around five percent to perhaps athird. While further achievement in creating more
financial independence and sustainability for the municipalities has been somewhat dowed, this does not
seem to reflect any fundamental questioning of the underlying importance of fiscal decentralization.
Rather it appears largely to reflect the complications, both political and administrative, in turning laws
and regulations into workable procedures. As elsewhere one cannot discount the effects of elections (held
in October 2003) nor the mass economic disruption of the late 1990s, and the distrust that it has
engendered, fomenting caution and the need for financial controls as fiscal responsibilities shift.
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In the area of transparency, one sees various innovations around the country. For example, in Tiranaa
“one-stop shop” of sorts has been put in place under a World Bank funded program and appears to be
very popular. Other lesser examples are seen in other municipalities. 1t should be noted that most if not
all of the more modern efforts have been the result of donor funding, so their long-term sustainability in
terms of maintenance of equipment and commitment of human resources to run them has yet to be tested.
On the other hand, more modest efforts that appear more homegrown (e.g. newsletters) suggest that the
moves so far toward transparency and a service mentality do indeed reflect the interests of local leaders.
It should also be noted that once these systems have been put in place and are seen as effective, popular
support can be expected to keep them intact.

In the third area, “localization” of public services, the situation would appear to be more complex. Firg,
there is no one ownership system endorsed by the West. Second, the technical issues associated with, for
example, water supply, may imply far different approaches in different services (e.g. regiona systems,
equalization funds to compensate where source development or delivery costs are particularly high).
What isless controversid is the overall notion that increased accountability is important at the citizen
level. Inthe course of reforming the communist era structures from state-run corporations that largely
defied local accountability, it has been a guiding principle that the local government should be the main
repository of thislocal accountability. The commitment to this principle is not entirely clear despite the
aggressive reforms initiated to transfer local services to municipalities. In particular it is unclear how the
rhetoric of local control will play against the practical need to keep water affordable as devolution
continues on its current slow pace.

USAID has appeared to downplay devolution of land use and development controls in the reform process.
Thisis understandable and indeed the experience elsewhere in CEE is mixed at best. Some might say the
underlying issues are largely intractable at present with the large pressure to build based on pent up
demand for housing, the public demand for jobs, the surge in remittances, and traditional socia structures,
accompanied by aweak and potentialy corruptible planning and enforcement capability.

Assumption: Previous LG projects had led to the development of basic understanding on the part of
USAID officials of the local government context in Albania and the prospective path of reform.

Analysis: Thethird part of this assumption theme is concerned with whether USAID’ s current program
in the local government arena indeed represents knowledge of the Albanian context. While certain
characteristics about Albania and the implications of these characteristics for development can be inferred
from its communist heritage, and these inferences can be enriched from donor knowledge of development
of other formerly communist countries, here we are interested in those aspects of the governance system
peculiar to Albania.

In several respects, USAID programs, in their design and implementation, have taken account of national
characteristics. First, the selection of USAID pilot municipalities has been largely based on the
commitment of the mayor to reform, security, and political stability of the municipality. A further
criterion was potential for economic growth.

Development of a system for medium and long-term borrowing for municipalities is ordinarily on the
short list of immediate concerns in reform local government systems. This principle has been included in
setting the new policy environment for local governments. However, the subject has not generated
further work by the Urban Institute in actually moving the municipalities toward borrowing. Some might
criticize the lack of attention to access to longer-term capital markets for infrastructure finance as a
weakness of the LGAD Program. Y et there appears to be alack of immediate interest at the local and
national level to address thisissue in the near term. While some of this lack of interest is no doubt due to
lack of familiarity with alternative systems, some of it would reflect the legacy of the financial schemes of
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the 1990s and general distrust of the private finance sector. Leaving this area until the next generation of
assistance projects seems to reflect an appreciation of the limitations imposed by current circumstancesin
Albania.

4.1.2. Assumption Theme #2: Readiness of local governments to adopt new practices

Assumption: The nationa policy and administrative environment in Albaniais
sufficiently supportive so as not to significantly inhibit program efforts at the local level.

Andyss: Since the early 1990's USAID has worked with local governments throughout the CEE region.
Noteworthy of the early efforts were local government technical support and training interventions
negotiated solely with the local governments themselves. An obvious criticism of this approach is that
the reforms and innovations at the local level are not sanctioned by or coordinated with national policy
and administrative reforms associated with decentralization. In their defense, it was argued that
immediate, if scattered and largely uncoordinated assistance, could more quickly energize the local
government sector and strengthen popular support for decentralization.

Local government assistance in Albania started later and from the beginning appears to have been at least
partially coordinated with associated efforts at the national level. The current Urban Institute Program
more or less fully integrates local and national assistance. In general thisis testament to the broad
national-government level support that working with local governments enjoys in Albania. In some aress,
such as demonstration pilot programs to decentralize responsibility for non-teacher education spending,
the assistance is fundamental to the policy reform agenda of the Government.

Assumption: LG managers understood the kinds of changes they would have to make
and why they are important.

Analysis: This assumption goes to the point of whether local government managers were supportive of
the agenda for reform generaly articulated by the central government with support of the donor
community. Albania has a“strong mayor” system of municipal government whereby the mayor serves as
the chief administrative officer of the municipality. They are elected for three-year terms. Other key
staff, such as finance directors, are often replaced following el ections as there are no meaningful civil
sarvice protections. Few mayors now remain in office from the pre-2000 era. In this context it is not
clear to what extent municipal managers “bought in” to the agenda.

It is clear that the donor community, including USAID, generaly proceeded with a reform agenda that
could be accepted at the local level. It isless clear that, in embracing this agenda, local managers redly
appreciated the difficult political decisions that the agenda might require. For example, while there
appears to have been widespread support for devolving water systems to the local level, the political
implications of perhaps having to raise water rates to sustain service might not have been appreciated. It
is not clear that, given the political history of the country, managers would even have understood basic
taxing principles that would underpin such adecision. Thisisnot acriticism of the Program. On the
contrary, the widespread provision of training was necessary to introduce basic principles even to those
most ardently supportive of the reform agenda.

4.1.3 Assumption Theme#3: Capacity of loca governments to adopt new practices and loca
organi zations to provide assistance

Assumption: Loca government staff had sufficient technical skills and knowledge to
understand new methods and processes presented to them.
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Anaysis. Throughout the CEE region it has generadly been an article of faith that local government
personnel have relatively strong fundamental skills but lack more specific skills and knowledge of public
administration principles associated with decentralized democratic systems. This permits donors to focus
their efforts on introducing key personnel to new business practices. Widespread training, including
experientid training abroad in some instances, was provided. The recent owdown that some local
leaders complained about in the overall local government reform process does not seem to reflect any
incapacity of officials to absorb methods and techniques in local government management.

Assumption: Albanian local government ingtitutions had sufficient organizational capacity to
incorporate new methods and approaches into their business processes.

Analysis. Thisissue concerns the capacity of individual municipa organizations rather than the capacity
of individuals working within municipal government structures. As has been found in other countries,
despite the knowledge and skills of individuals, the organization may be a stubborn underachiever due to
ingrained processes, work culture, system of rewards, and inherent expectations of the organization’s
employees. Here the evidence would suggest that certain shortcomings have impeded progress, as they
have in other countriesin the region. Thisis of course to be expected and is arguably part of the
definition of underdevelopment in the region (i.e. a skilled populace whose potentia is limited due to
improper organization, incentives, etc.).

There is evidence that this factor is a serious drag on development among Albanian local governments.
For example, the use of special units outside the bounds of regular business practices of the municipality
to undertake specia projects speaks to the difficulty in making amunicipa system work. The German
aid program goes so far as placing a specia advisor in each of its municipalities to undertake its activities.
Other evidence of organizational shortcomings are the lack of follow through on agreed to tasks and poor
coordination between the offices of the executive mayors and the staff of the municipality.

In the case of Albaniait is even less clear that some of the smaller municipalities have the organizational
capability to absorb technical assistance. With only three million people in areatively (for CEE) rura
country, there are only a handful of municipalities with a population over 15,000. A number of donors
are active in the local government sector (though some like the Swedish focus specificaly on rura
communes), further diluting the pool of potential USAID recipient municipalities. This makes
organizational learning, which is fundamenta to lasting reform, particularly tenuous.

Assumption: Albanian experts and organizations understood the new methods and tools and
were competent to take a lead role in implementation.

Analyss Thisissue pertains to sustainability and specificaly the role that local NGOs and professional
consultants could play in project implementation. It is clear from areview of severa projectsthat very
competent Albanian staff have been hired, either as individuals or through local firms (typicaly organized
asNGOs.)). Many of the individuas had received some training overseas in market economies and as
result could readily adapt reform principles to the Albanian context. It does appear that the overall pool

of such individualsis quite limited in the short run, as a small number of firms seem overwhelmed and
sought after by a plethora of donors. There are aso gapsin the range of expertise appropriate to
supporting local government, such as the scarcity of Albanianstrained in physical or environmental
planning.

In the longer term the prospect of these individuals and NGOs continuing to play an important role is
unclear. At present the services they provide to the municipalities are funded by donor agencies. All
municipalities queried reported that on their own they would not be able to avail themselves of loca
consultant services due to resource constraints.

MS] s



Assumption: The reform movement among local governments will benefit from a network of
municipalities facing similar challenges, through which information and lessons learned can
be exchanged.

Analysis. It isrecognized around the world that local government reform can benefit from formal and
informal networks to exchange information. This evaluation does not specificaly evaluate the
development of the Albanian Association of Municipalities (AAM), but it can nonetheless be inferred that
networking organized by an organization such as AAM would be important, if not critical, to project
success.

The Albania program has benefited from informal collaboration with AAM and other organizations,
notably other donors, to strengthen networks for reform. AAM for example is sometimes aformal partner
in USAID efforts. It isnot clear however, that this or another organization has been able to contribute
significantly to the exchange of information among municipalities. In its defense, AAM has very limited
capacity, and may have its hands full participating in larger policy diaogue issues at the nationa level,
and this role arguably is the most important in the immediate term. It has received only limited donor
support itself. It is aso relevant to note that both cost, the small size of many municipalities and hence
their small budgets, and logistics work against the ability of municipalities to network absent donor
financia support.

4.1.4 Assumption Theme #4: Potential for making a nationwide impact on local government
management

Assumption: Dissemination of new practices through conferences, training, and other
materials would have a nation-wide impact on practices at the local level.

Analysis: This assumption looks at the spread effects of USAID assistance in the sector to municipalities
not directly participating in the USAID program. With the small size of Albania, virtualy all
municipalities of any appreciable size have had some contact with the Urban Institute and the predecessor
PAP/A program. It isof interest here the extent to which a municipality having had only modest
interaction (e.g. attendance at a budgeting workshop) may have taken on new methods and approachesin
local government management. In essence, are these new approaches and methods sufficiently adoptable,
and are there sufficient incentives far their adoption, that this can occur absent more intensive technical
assistance to a specific municipality?

The evidenceis not yet clear on this point. For example the budgeting systems devel oped by the Urban
Ingtitute are being implemented on atrial basis with selected municipdities. Thereis no evidence that
others are doing so. But at the same time, it is not clear that they should be since, 1) the methods are till
not fully field-tested, and 2) GOA budgeting requirements seem to change yearly, creating ever more
confusion at the municipal level, leaving less time for participation in parallel (and differing) budgeting
practices supported through the LGAD Program.

Assumption: Development of books and manuals would provide alegacy that loca
institutions and trainers would use to “sustain” assistance to local governments after the
project terminated, and these tools would be useful to improve the capacity of ingtitutions to
deliver assistance.

Analysis. A sustainable training program would require 1) a cadre of trainers experienced in the
particular subject area, 2) a system to replenish training materials, 3) a system to manage an on-going
training program, 4) an approach to funding the training that is sustainable in the medium term, and 5)
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leadership committed to continual monitoring and evaluation of training inputs and of evolving training
needs. Clearly this systemisnot yet in place in Albania.

Some steps along the way should be noted however. First the Urban Institute has developed severa
manuals and supporting documents that can form the basis of a sustainable training program. For
example, the budgeting manua is sufficiently flexible to accommodate the ongoing changes in formal
budget submissions. Background materias on performance management and workbooks on water rates
can have enduring value if effectively used.

It appears that no donor agency, nor the Government, has a specific strategy for the longer-term
sustainability of a support structure for local governments. Clearly thisis partly afunding issue. Few
municipdities are likely to have significant resources in the medium term for training. Printing and
updating materials will impose costs. A loca organization will not likely invest itself in overseeing a
quality program absent a multi-year expectation of training demand and continued networking with
expertise from abroad in technical fields, training methodology, and evauation of training inputs. Both
the Government (which has voiced its intent to manage training), and the AAM (which is dso interested
in amore active role, and does not support the central government’ s intentions to take on this
responsibility), would face significant hurdles without continuing support. There is scant evidence that
smply having materials available can have a sufficient and enduring impact.

415 Summary of Assumptions

As noted, the MS| team derived these assumptions from documentary analysis and interviews, combined
with logical comparison of formally stated assumptions and assumptions that could be inferred. A
summary of the team’ s findings with respect to these assumptions follows:

Albanian officials had been well introduced to collaborative processes in earlier USAID projects.
The technical areas identified for assistance, based on Albanian and regional experience, are regarded
by all parties as essentially the correct ones, although some gaps exist (e.g. physical planning,
environment).

Asaresult of past interventions, USAID had a sufficient understanding of local government issuesin
Albaniato proceed with a new generation of effective projects.

While the pace of actud reform has been somewhat sporadic, the underlying commitment to
decentralization appears to be sufficient for project activities to be effective.

Most local government managers were aware in a general way of the kinds of reforms that were
necessary.

Most local government officials had a base of skills and knowledge to benefit from the training and
related technical assistance.

Some municipalities have the organizationa capacity to incorporate reforms but many lack the
critical mass for self-sustaining reform.

The pool of Albanian experts and organizations may not be sufficient to sustain the reform effort in
the medium term as donor resources begin to contract.

The government reform movement in Albania has drawn some strength from local associations, but
these are weak and at present can play only alimited role in training.

Thereis as yet no clear evidence that reform can happen based only on participation at conferences
and training, use of manuals, etc.

Itisnot clear that the materials developed can serve as a self -sustaining legacy unless donor support
is provided for an ongoing training and outreach program.
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4.2 Program I mpact

421 Dimensionsof Impact

Albanialoca government programs implicitly look to broad nationwide impacts of assistance. Thisisto
be accomplished through two intersecting processes. 1) assistance at the national government level in
writing new laws and administrative procedures, re-organizing the relationship between local and national
governments, and recasting the political relationship between the center and the municipalities, and 2)
providing specific training and technical assistance, on a substantially demand-driven basis, to
municipalities. For the latter, the scale is nationwide in as much as the small size of the country permits
virtualy al municipalities to participate in the Urban Institute Program to at least some extent. Further,
decentralization is broadly endorsed among all municipalities so none would appear to have areason to
choose not to participate for ideological or political reasons.

In relation to other programs in the region, the USAID local government program in Albaniais a
latecomer, and serious efforts in the sector go back only about five years. Thisis pertinent to consider for
two reasons. First, USAID is not building from a decade of knowledge in the sector. But second, both
Albanians and foreign consultants should be able to benefit from the experience elsewhere in the region.
Indeed, it is arguable that the Albanian government — more than virtually any other country in the region
— has strongly endorsed an aggressive program of local government reform driven by an overarching
ideology and vision of decentralization. It isequally arguable that the vision does not arise in significant
part from peculiar local conditions, analysis that would suggest the merits of more decentralized provision
of services, nor country-specific limitations on organizational and human capacity.

4.2.2 Nationwide Policy Impact

As noted there have been significant changes at the policy leve in support of local government autonomy
in the past five years. The Albanian government started a process of reinvigorated decentralization in the
late 1990’ s following the economic upheavals of 1997. It is clear that USAID has been the foremost
partner to the Albanian government in this effort. Further, visits to a number of municipalities confirmed
that these municipalities clearly see USAID, through the Urban Institute, as the central and critical
external party in this process.

As one measure of the extent to which Albania has devel oped the legal framework for an effective local
government structure, the country is reportedly in compliance with nearly al standards of the European
Union Charter for Local Sdlf-Government. The overarching legal framework for decentralization is
substantialy in place. A number of key legidative milestones were accomplished in the 2000- 2001
period. Therole of the LGAD in this effort has been substantial.

A central part of the policy work has been the establishment of a framework for local government
finances. These reforms address fiscal transfersto loca governments and the extent to which loca
governments can exercise their own decision-making in the use of its resources. On the revenue side it
more clearly assigns revenue sources to different levels of government, and increases the power of local
governments to exploit various revenue sources without direct oversight of the central government.

Recent accomplishments include the shifting from Ministry budgets to unconditional transfers for 2002
funding for those local functions that had been the purview of line ministries. As part of thisreform, local
governments now are required to prepare consolidated budgets showing all sources of revenues and
expendituresin one table. The collaborative process leading up to this and associated reforms saw the
Urban Ingtitute providing background studies, helping to convene and facilitate dialogue on anaytical
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findings, assisting in drafting reform legidation, and assisting in sustaining the dialogue between
municipalities and the central government as these reforms have evolved.

It should be noted that this policy reform process carried on at a more or less sustained level through the
various changes in government, as well as through persistent changes in the ministers for Local
Government and for Finance. This consistency has been a hallmark of the Program. Through meeting
with personnd at 11 municipalities, the team did not detect any misgivings about the substantive direction
of USAID-funded assistance or doubts about the appropriateness of this sustained assistance and its
reliance on worldwide experience, including that from within the CEE region, to inform the process. This
isof coursein stark contrast to some donor efforts where overarching and comprehensive studies are
welcomed but their recommendations do not tie into a sustained collaborative effort for implementation.

Virtualy all work undertaken under the LGAD Program has been linked to policy reform. Indeed, a
leading criterion in determining if and how to work with a specific municipality is the extent to which the
work can tieinto a policy agenda. In some instances, local work is undertaken specifically to determine
how a new aspect of decentralization actually works on the ground. For example, Tiranais the pilot city
for decentraization of education funding. In other instances, assistance is provided as follow-up to a
training program for implementing key aspects of the evolving decentralization of government. In this
instance it also provides a means for additional feedback as to the “fit” of the training with actua
conditions on the ground.

4.2.3 |Impact on Association Development

The Association of Albanian Municipalities (AAM) has been in existence since the mid 1990s. It has
received limited support over the past few years from the Dutch Kompas Project. Early inthe LGAD
program, the Urban Ingtitute considered the potential for working in close collaboration with AAM. At
the time, the Association was seen more as an association of mayors than actual municipa government
entities, a structure that generally results in a more politicized organization and one where, it was fdt, the
emergent of a broad-based coalition in support of continued government decentralization would be muted.
For various reasons, direct support through the Urban Institute did not come about. Up to the time of this
visit, the Urban Institute had not reached an agreement with the AAM on a structured, sustained program
of assistance.

The LGAD Program has instead worked with the Association on an ad hoc basis on issues asthey arise.
Recent examples of thisinformal collaboration have included the following:

Organized a stakeholders meeting to review the new Prefect Law. Thisled eventualy to a hearing
on the Law by the Local Government Commission in Parliament.

Collaborated in organizing and conducting regional meetings on a draft Government policy paper
concerning issues associated with the transfer of authority and responsibility water utilities to local
governments.

Continuing collaborative work with the AAM to organize and facilitate a dialogue between the AAM
and other local government associations and the ministries of Finance and Loca Government on
budget issues, and in particular the definition of the transfer pool, the parameters of adjustment for
equdization, and other pending formula questions and issues.

Transfer to AAM of Urban Ingtitute-generated materials and lessons learned from capacity building
efforts undertaken to date.
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The value of these discrete collaborations seems beyond question. Evidence in the region has clearly
demonstrated the importance of municipal associations as an advocate for decentralization in the face of
what is arguably a natural cycle in which a decade after the fall of communist era regimes a counter-
tendency toward centralization re-emerges. Any effort to build the skills of amunicipal organization as a
less partisan body and more effective counterweight to any tendency toward centralization is helpful. At
the same time a number of concerns should be noted with respect to the prospect of the AAM becoming a
sef-sustaining and important organization.

First, there is no longer-term strategy for making AAM a more self-sufficient operation. Like many
organizations in the region it has grown dependent on some level of donor support. While this may be
necessary for the medium term, the team did not detect that any serious steps have been taken in
developing a corporate plan for the organization.

Second, like other organizations in the region, its initial focus is and should be solidifying through
legidation, regulations, and precedents the structure for decentralization that reflects the official
commitment of the Government. In thisregard, AAM clearly has to strengthen its ability so that it can be
less a reactive organization responding to legidative initiatives, and more a pro-active player. Thisis
both an issue of resources and structure.

AAM would adso like to strengthen itsrole in training. Y et it would appear to understate the challenge of
becoming atruly effective training organization. To achieve sustainability of the Urban Institute and
other products, AAM would have to make along-term commitment to continually assess training needs
and the effectiveness of training packages, replenish and update training materials, structure afunding
system in line with the capacity of the municipalities to participate, and administer the program.

Findly, the Association needs to re-think the nature of collaboration. To date, the major externa
benefactor of AAM has been the Dutch government. It has developed ad hoc partnerships with other
donors but these seem problematic at times for they drive the agenda of AAM while usurping staff.
Eventually AAM needs to have a program of its own and reach out for collaboration to fill particular
niche needs. Secondly it could benefit from continued collaboration with another local government
association as a means to strengthen its overall organization and strategic planning.

424. |Impact on Citizen Participation

It is difficult to gauge the impact of the USAID assistance on citizen participation. It should be noted that
formal citizen participation in local government in the United States is very low if measured in terms of
attendance at council meetings, budget hearings, and the like. One paradoxical answer for thisisthat with
improved information and overall transparency, citizens see less need to spend their valuable time at
laborious meetings where the scale of citizen involvement can actually be measured.

The LGAD Program has attempted to infuse citizen participation throughout its programs. The Urban
Ingtitute budget training includes citizen input and advice at three critical pointsin the budget
development process. Follow-up on-site assistance is provided related to town meetings, budget hearings,
and using advisory councils of loca citizens to facilitate the identification of popular sentiment on
budgetary choices.

An important hallmark of the USAID loca government program is the apparent intersection of direct
assistance in local government in formalizing participation and transparency and the effort of NGOs,
notably the local NDI program, in setting up autonomous loca citizen groups. These are potentialy
conflicting movements in transitional countries with evolving civil societies. Yet in Albania, the Urban
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Institute and predecessor projects set atone of collaborating with NDI and others adding legitimacy to
participatory processes outside of municipal governments.

Much of the earlier LGAD agenda, which focused heavily on setting the stage for more extensive and
effective control of financia resources, does not appear to have created any real opposition among the
municipal citizenry. The other large portion of the program — municipa services —isfundamentally
contentious because of financial implications associated with these traditional “fee-based” services (e.g.
water, solid waste). To its credit, the Urban Ingtitute includes as an essential aspect of itstraining on
service cost and fee calculation conducing focus groups with a cross section of citizens. In its latter
phase, the Program has also moved into training local officias in the use of surveysto identify issues with
local services.

Incidental evidence clearly suggests that the methods and approaches being taught by various USAID
interventions, including predecessor projects, have paid off. For example, the Kucove municipality looks
to its citizen forum to deliberate and come to consensus on all development priorities and mgor decisions
in advance of those being submitted for formal Council deliberation and action. The “one-stop-shop” in
Tirana appears to be a sparkling success. Albania has a plethora of local mediathat seems to follow local
government issues fairly closdly, which in itsdlf is evidence of a more open style, though not a direct
product of USAID assistance.

425 Impact on Municipa Strengthening

To the citizen the fundamental mark of success of the past few years is whether municipal services are
improved. This assessment did not have access to the kind of baseline and comparative time-series data
that would suggest an answer to this question. Indeed, it may not be possible to answer the question of
whether services are improving in any conclusive sense, and especidly to attribute a causa relationship
between service improvements and USAID inputs. Some municipalities do have limited survey data on
residents’ priorities and judgments on the quality of services, which is no doubt helpful as these
municipalities more ahead in the reform process.

Moving backward from the actual performance of municipalities in providing services one can look at the
strength of the municipality as an organization deployed to provide essential services in response to
established popular participation processes (elections as well as civil society generally). The LGAD
project has taken the approach that the path to the kind of municipa strengthening that is sustainable over
the longer term runs through establishing new fiscal relations with the central government, accompanied
by more transparent budgeting procedures. The second element is bringing the performance of services
generaly regarded around the world as “locd” in nature (e.g. water supply, solid waste management) into
the fold of the municipal government. This approach stands on both Western and more recent CEE
experience.

The LGAD Program established differing tiers of involvement in the program. The criteria, in order of
importance, used to chose the municipalities for the most concentrated assistance included:"’

The quality of the leadership of the municipality and its (particularly as expressed by the Mayor)
commitment to innovation and reform.
The security and stability of the municipality, ranging from crime to political conflict.

After these are others of lesser importance:

17 See Municipal Selection Methodology of the Local Government Assistance and Decentralization Program, The
Urban Institute, September 2001.
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The size of the municipality.
Geographica location.

Potential for economic growth.
Retention of competent technical staff.

Severa factors suggest that the project has been generally successful in strengthening municipal
institutions.

The Urban Ingtitute has five indicators concerning the extent to which municipalities are absorbing and
applying the financial management aspects of the program. These include whether the municipality is
making annual revenue projections, calculating full cost of individual services, increasing in fees to offset
service costs, establishing a fee for service plan, and operating under some kind of multi-year, redistic,
capital budget. Clearly, a number of municipalities are undertaking at least some of these functions.

Visitsto 11 municipalities indicated that many are taking other initiatives that are consonant with a
strengthening of the municipal government structure. For example, Elbasan carried out its own citizen
survey two years after the initial one was done with direct support from the Urban Institute. Librazhd
completed itsinventory of public assets, preparatory to formally registering them for transfer to the
municipality. It isnoted in both cases, and confirmed in other instances, the importance of relatively
more intense and long-lasting assistance to bring about this kind of loca initiative. Elbasan began
working with USAID more than five years ago under the PAP/A program, and received solid waste
technical assistance in 1997/98.

A third suggestive point is that most municipalities visited complained of what is perceived as a recent
dowdown in the reform process. While not indicative of a stronger municipal institution comments like
this do suggest that local |eaders continue to welcome a continuation of the decentralization process. This
does suggest that the merits of decentralization have clearly been “sold” at the local level.




5.0 Conclusions

5.1 Program Focus

It isingtructive to take a broader view of USAID’ s interventions in the local government sector over the
past haf-decade and consider whether the substantive areas chosen would appear in retrospect to have
been the correct ones. It is the judgment of the team that the LGAD Program, setting asits first priority
fisca relationships and financial management, did focus on the subject matter most fundamentd to the
reform process. This judgment is based on a number of factors:

The Government of Albania has shown a sufficient level of commitment to fiscal decentralization.
Meetings with personnel of the Ministry of Finance and Ministry of Loca Government confirm that
the input of the Urban Institute was valued and welcomed.

The importance of fiscal relationships and financial management to the overall reform process has
been generally borne out by the results of similar technical support programsin other formerly
communist countries.

Work on financial management in the context of establishing governmental transparency can be
synergistic with other donor programs, including those of USAID, designed to stimulate civic
participation.

Municipal |eaders have generaly welcomed the focus on fiscal issues.

A network of reformers composed of local government officias (including those who became
trainers) and NGOs has been able to coa esce around finance issues.

The number of laws and regulations changed or created over this period should stand as evidence of
Government commitment. The impression gleaned from various interviews is that the LGAD Program
did play an important, and perhaps critica, role in bringing various policy reforms to fruition. The
extension of the Urban Institute contract will obvioudy alow for this professional collaboration to
continue, now focused on the MTEF process.

The actual impact of fisca reform in terms of the quality or quantity of municipal servicesis not possible
to accurately gauge because of the lack of data. Sustaining the current momentum toward reform,
through a critical mass of reformist officias, will be the key to solidifying gains and further successin
thisimportant area. Until there are significant concrete improvements in urban services that the typica
resident can see, there will be no compelling reason for the Albanian citizen, just as there is no
compelling reason in other countries, to support decentralization.

In the latter phase of the LGAD Program increasing attention is being paid to the transfer of water utilities
and other public service entities to the municipalities. The Urban Ingtitute has provided assistance in the
financial and organizational aspects of water utilities. Particular attention has been paid to issues of
financia sustainability, understanding cost of services, and fee-setting options. While only praise was
heard of the quality of assistance packages offered, there are two central reasons why the ultimate course
of this effort is uncertain.

First, the process of transferring a water utility to a municipality, as with transferring any other asset, is
bureaucratic and laborious. Reportedly only afew municipalities have completed their inventories, which
isonly the first step in the transfer process. The long delays in bringing about transfer of these assets may
be untenable given the capacity at the local level, the central government level, and perhaps within DPUK
(the national water and sewerage corporation) itself. DPUK also continues to question whether
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municipalities, generally, are up to the technical and adminigtrative tasks of taking over and maintaining
water systems. Adding these factors together, the process seems at risk of getting deeply bogged down.

Second, Albanians have historically paid water fees far below actual costs of service. In some
municipalities, metering is not as widespread as would be expected. In the process of transferring
ownership, some creative systems may be necessary to make service financidly sustainable, while
ensuring widespread access.

Both of these issues suggest the need for continuing support to the sector. In part the support will be
needed to bring continued technical expertise. In other instances, donor support may be useful, and even
necessary, to play the honest broker role as these important functions are sorted out.

Land use planning and development controls have not been afocus of the LGAD program. Admittedly
thisis a complicated area, difficult to delineate, and fraught with political peril. But as background it is
important to state the obvious. Citizens in market economies generally expect local development issues
to be managed locally. Albania, despiteits overal fal in population during the past decade, has seen
massive urbanization. This reflects pent up demand for urban living due to the extent of past artificial
controls on internal migration. Further fueled by remittances and the scarcity of other legitimate
investment avenues, the result is extensive and unplanned settlement on the urban periphery,.

The main deficiencies of the legal and regulatory framework for planning and urban development control
in Albania relate to the Urban Planning Law of 1998. Firgt, thislaw suffers from excessrigidity, lack of
precision, and the absence of provisions for area development, such as rules for subdivisions. Second, it
lacks provisions for a system of permitted development that would reduce the need for positive decisions
to be made in every case where a subdivision is to be carried out or a building improved. Third, the
centralized system defined by the law is out of step with the Loca Government Law of 2000 and the
ongoing decentralization process in Albania. The two laws need to be harmonized so that the division of
labor between different levels of government is consistent and clear.'®

A related hurdle to resolve is the formulation, adoption, and implementation of a new law to compensate
property owners whose lands and properties were nationalized by the communist eraregime. Creating a
national system of land use classification is also being driven by economic concerns, related to land
vauation for taxation, but there is little understanding of the role of land use classification or zoning in
planning and development control.

As development continues it will be ever more important for the municipalities to be seen as the focal
point for managing and regulating development. Municipalities will aso have to establish the techniques
and methods for engaging the citizenry on development issues generally. Thiswould entail a greater
level of sophistication and participation than was the case with the documents, sometimes referred to as
plans, developed by several municipalities that essentiadly list sought after public and private investments
(see for instance the plans devel oped with GTZ support).

5.2 Program Sustainability

Clearly alarge and impressive body of materials and training packages have been produced under the
LGAD Program. Elements of this material have the potential to be long-lasting assetsto Albania. The
Urban Indtitute has taken steps to promote a legacy around these materials. For example, it has provided

18 See Strategic Plan for Tirana, prepared by PADCO under the World Bank Urban Land Management Project,
2002.
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these materials to the AAM and worked collaboratively where possible, with aview of that organization
becoming, a minimum, a repository, but perhaps aso an advocate for their dissemination. Partnerships,
generdly of an informal nature, have been established with other organizations with the same objectives
inmind. For the financial management training, municipal officials have been trained as trainers to build
anetwork of training capacity familiar with the subject matter.

Despite these efforts no clear avenue to ensure the sustainability of the training programs has been
established. No one organization is being groomed to continue the training programs or a subset of these
programs, and indeed arivalry seems to be taking shape between dternative solutions proposed for
national coordination of local government training (Ministry of Local Government versus the AAM).

It is true that some training modules are specifically designed asiinitia training interventions and might be
superseded by other training packages as the reform process moves forward. Y et for a number of years,
there will be a substantial number of municipal officias ready to take advantage of the basic programs.
Training demand increases markedly if the needs of the larger communes are considered, or when taking
account of the turnover of both elected leaders and municipal staff. Asthe Urban Ingtitute contract winds
down this will obviously become a more pressing issue.

A second aspect of sustainability concerns the ability of municipalities, municipal associations, and
perhaps elements of the central government to access peers from more developed countries or those more
advanced in the reform process. A few informal peer relationships may have been established as a result
of various study tours and the like. One “twinning” program is funded by USAID (Tirana and Catawba
County, North Carolind). The AAM is part of aloose network of like associationsin the region. But it is
not clear that any of these relationships are sufficiently funded and designed to endure more than a year or
two.

For alarger municipality like Tirana the results of the twinning have been impressive given the modest
investment. Further, with Internet connections they have the prospect of enduring beyond the horizon of
donor assistance. They can also fill an important gap in USAID programs that have not provided, except
for modest interventions under LGAD, assistance with the physical aspects and technologies of municipal
sarvices. Itisinthe area of technology transfer that these relationships can often provide the greatest
benefit, and a partner municipality can serve as a disinterested advisor concerning different designs and
technologies.

The team was interested to discern the capability and willingness of municipalities to pay for the kind of
training and technical support services provided under the LGAD Program. To date no cost sharing has
been imposed except to the extent that municipal officials generaly pay for their own travel and lodging.
Without exception, the municipalities did not see themselves paying for like services in the near term.
While USAID and other donor assistance has been effective in drawing very capable Albanian personnel
into the local governance field, their ability to continue to provide these servicesisin the near term totally
dependent on donor support. While thisis a problem common to foreign aid, it is particularly pressing
here given the limited capability of many municipalities to carry through on the broad reform agendas that
by and large they want to be a part of.
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1.0 INTRODUCTION

1.1 Context of Assessment

This report conveys the results of the Poland component of USAID’ s Bureau for Europe and Eurasia’s
(USAID/EE) four-country assessment of local government programs. Other countries included in the
assessment are Ukraine, Romania and Albania. The core analytical product of the assessment, a cross-
national synthesis, will be produced when data collection and analysis are completed for all four
countries.

As stated in the Terms of Reference for this assignment:

“Over the past ten years, USAID has supported numerous local government activities in countries
throughout the Europe and Eurasiaregion. From the early days of transition, USAID has realized that
support for decentralization and improved loca governance would provide key assistance to reformers
interested in breaking down the centralized communist system and demonstrating that transition could
work and serve the people. More effective local governments can show citizens that transition can pay
off19.”

This assessment has been carried out to describe the impact of USAID’ s targeted programs, to determine
whether the impact of these interventions has led to more effective local governments. Through an
assessment of the impact of specific loca government activities sponsored by USAID’s Bureau for
Europe and Eurasia, the M S| assessment team presents its findings.

The M S| assessment team has carried out this assessment in such away as to be as responsive as possible
to the stated goals of the assessment task order, to:
Determine the impact of USAID-sponsored local government activities on the management
capacity of local governments in the four countries;
Examine the influence of the nationa palitical environment on the adoption of the USAID-
sponsored local government activities; and to
Determine the impact of the local government activities on the process of decentralization and
enhanced local governance.

The Poland country assessment took place in February of 2003. In addition to analysis of key program
documents, the M S| assessment team conducted semi-structured interviews with 50 individuals,
including local officials and local government expertsin eight cities. To supplement these interviews, 4
phone interviews were conducted with a sample of Polish local financiad management consultants who
were certified through USAID’s program. This phone survey was complemented by persona interviews
with officias of a sample of the cities that received financial management assistance from these
consultants.

1.2 Structure of Report

Section 2, which follows, describes the overall methodological approach that the M Sl assessment team
employed in this assignment. The specific design of the analysis and assessment is discussed, and its

19 Extract from Statement of Work (SOW) from RFP M/OP 2002-001594: Assessment of Local Government
Programs, Section I, Background - page 2
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relevance to this country’s local governance context, political and cultural environment, and to the
character of the data that was available and accessible.

Section 3 provides an overview both of the present character and recent history of local government in
Poland, and of USAID’ s urban programs. A particular emphasis has been placed on those programs
carried out within the past five years, for which reliable data is more available.

Section 4 presents the M S| assessment team’s key findings, starting with an articulation of the most
important assumptions made by USAID when designing and implementing the interventions intended to
encourage more effective, responsive, and transparent local governance. Each assumption is anayzed.
The specific impacts of USAID’ s programs are then reviewed, followed by a discussion of the basic
issues that pertain to the intervention — quality, appropriateness, degree of loca participation, the level of
demand for techniques developed, and the constraints or opportunities that arose from the political
environment.

Findly, Section 5 summarizes the conclusions, first by considering the three critical project goals (impact
on loca government management capacity, influence of the nationa political environment, and the
impact on decentralization). Section 5 concludes with a summary of the important lessons learned,
gleaned from the assessment of the recent history of local government interventions by USAID.

The report aso contains several Annexes, with a copy of the scope of this assessment assignment, details
of program activities, data collection protocols, alist of al persons interviewed, and a bibliography of
documents used in this assessment.

1.3 Acknowledgements

We wish to express our gratitude to al our interview sources that gracioudy offered their time and
thought in our discussions, in particular Jeff Hughes, Angus Olson, Scott Dobberstein, Dennis Taylor,
Tony Levitas, and Thomas Potkanski. A specia thanks goes to Michael Keshishian of EE/LG for hiskind
and consistent support.




2.0 Assessment M ethodology and Team Composition

2.1 Overall approach

In accordance with the multi-country assessment’s Scope of Work,?> M S| focused its attention on four
basic issues of local government assistance in Poland:
1. Thequality and appropriateness of the approaches and techniques developed and
ddivered;
2. Therole of local organizations in the development of approaches and techniques,
3. The demand for techniques and approaches developed; and
4. Therole played by the political environment on the development of approaches and
techniques for local governments.

2.2 Design

The design for this assessment is an ex-post, multi-Site, comparative case study. Classicaly, to assess
program impact, evaluators look for data collection and analysis arrangements that allow for systematic
comparison of conditions with and without the program intervention. This may be carried out through
various means, such as before-after comparisons or cross-sectional comparison of similar units within a
target population that either () underwent program assistance or (b) did not. Since this assessment’s
approach, as specified in the Statement of Work, is essentialy retrospective (“ex-post”), no opportunity
was available to identify comparison groups as part of actual program design or implementation. Instead,
eements for comparison of program “treatment” and non-“treatment” have been incorporated where
feasible within the practical and budget constraints of the assessment. For example, the team held
interviews with officials from local government units (LGUs) with heavy involvement with the USAID
program as well as with those from LGUs that experienced little or no such involvement. Units of
analysis include the L GPP project as described in Section 3 and Annex B below, as well as specific
LGUs, centra governments, implementing organizations, local partner organizations and individuals.

The assessment is “multi-site” because in each country it incorporates data collected from a carefully
selected sample of LGUSs, aswell as central government officials, USAID loca government advisors and
managers, representatives of USbased and locally-based implementing organizations, subcontractors,
nongovernmental organizations, academic institutions and think tanks.

Available resources (especially the ex-post character of the assessment and limited data collection timein
the field) prohibited extensive primary surveys. Instead, reliability of findings was supported by a
modified “bracketing” approach to sampling, in which the relatively “extreme’ itemsin arelevant
population are sampled aong with items that would be expected to be more typical of the group at large.
The in-depth interviews that constituted the major source of primary data allowed the team to reach a
level of consensus and confidence, after considerable initial exploration in this country, about what sites
would serve as good bracketed sample sites.®* Within the bracketing, criteria for sampling interviewees
included:

= Program relevance: The team strived to collect data about interventions that involved major
aspects of the program, readily associated with either the documented objectives of the program
or smply with notable outcomes (positive or negative). Suggestions from knowledgeable

0 See Annex A.

21 On the methodology of qualitative interviewing to gather perspectives and generate recommendations, see
Conducting Key Informant Interviews, USAID/CDIE Performance Monitoring and Evaluation TIPS Number 2
(1996).
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individuals, with various organizational affiliations, were essential for ensuring the relevance of
data collection.

= Quality of available knowledge: We worked hard to ensure that the people we might interview at
asite would be able to report to us based directly upon their own experience and awareness. This
required rather detailed advance communications with prospective data collection Sites.

" Representativeness: The team sought a balanced representation of key elementsin the program,
such as sub-sectoral components (e.g., local economic development, strategic and financial
management, capital improvement planning and finance, municipa service delivery, and public
relationg/citizen participation). In addition, we selected sites to provide diversity that would
accurately depict the diversity in program implementation and impact. We did this by seeking
representative coverage of:

0 Geographica areas of intervention;

o Sitesnoted by early interview sources as having been “successful” or “unsuccessful”;

0 Siteswith varying levels or intensities of USAID program assistance (i.e., LGUs with
high levels of assistance, low levels of assistance, and afew which, at least initially, were
reported to have experienced no USAID local government assistance at al).

. Logistical practicality: Finally, MS| balanced the above criteria with the need to complete data
collection in a manner that made best use of available data collection time and travel resources.
These required, for example, detailed scheduling and coordination of in-country travel by the
country team.

Clearly, the assessment team was not able to collect comprehensive data that would fully meet each of
these criteria. The MS| country team consulted closaly with USAID local government staff, local experts
and others knowledgeable of the USAID program and the decentralization environment in order to arrive
at data collection decisions that were cognizant of the design tradeoffs associated with them.

Finaly, this assessment is “comparative” in two ways. First, within each country program it compares
program assumptions, implementation approaches and observable impacts across assisted cities, across
projects, and across central government policy environments. Each country report summarizes these
comparisons in sections of text addressing (&) design and implementation assumptions and (b) program
impacts. Second, in the forthcoming synthesis report the key findings and lessons learned are compared
across country programs.

This approach carries with it some identifiable limitations:

1. With the ex-post structure to the design, causal attribution in this assessment, asin most such
reviews, is not straightforward. The team took care to develop “before-after” and “with-without
treatment” comparisons as we were able. |n many instances, of course, viable comparisons of
this kind are not possible on an ex-post basis. It isnot possible, obvioudly, for the assessment
team to “rewind history” in order to observe impacts in a reconstructed before-after comparison.
Similarly, the passage of time since the program intervention allows for aternative factors, such
as socioeconomic developments in municipalities and more recent technical assistance provided
since the close of the USAID program, to distort causal analysis. The MS| team has dedlt with
such challenges by structuring its samples for data collection as described above, and by utilizing
semi-structured interviews which alowed for adaptation to a respondent’s level of knowledge.

2. Rdliability and balance in the resulting samples of interviews and documents used in the
assessment call for careful review and assessment. M S| recognizes that there will likely aways
be at least one more interview that might add analytical weight or descriptive texture to an
assessment. Data collection was conducted under resource limitations: Each country team was
not large (three or four expatriate and local specialists, assisted by interpreters and logistical
experts as needed) engaged in data collection for two to three weeks. In this case, we invite
reviewers to peruse the Annexes to this report describing persons contacted and data collection
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protocals, and to consider the extent to which M S’ s resulting findings and conclusions may be
misleading.

3. Quadlity control to support data collection and analysisin ardatively complex, quditative study
of thiskind can be difficult. A more quantitative approach to the assessment (utilizing sample
surveys, for example) was judged by MSI to be inappropriate and likely wasteful of USAID
resources, given the retrospective assessment questions. In addition, the analytical subtleties of
probing historical program experience to derive key linkages between program design and impact
are not well suited to quantitative methods of data collection. In the end, the analyses produced
by the MS| team are supported by (a) an assessment design geared closely to the key evauative
questions asked in the assessment statement of work; (b) a sample of interviews and analyzed
documents that is driven by the assessment questions and made public in the final reports; and (c)
ateam approach to analysis and reporting, which counters the emergence of insufficiently
grounded reporting in final products.

Two elements of the assessment’s design, identified in the SOW and discussions with USAID/EE, aso
should be noted. Firgt, at EE’s suggestion MS| has generally not probed deeply into the impact of
USAID work with associations of loca governments or local government professionals. Thistopic is not
considered a priority area of substance for the current assessment. In each country assessment, the roles
of such associations are discussed, often because it would not be possible to present an accurate, coherent
picture of the country program without doing so. At the same time, the assessment team generally has
taken a“minimaist” approach to the roles of associations.

Second, for reasons of simple efficiency, MSI has taken into account the substance of recent relevant
assessments or evaluations, and has made minor design adjustments as needed. For example, the mid-
term assessment of LGPP in Poland (completed in 2000) extensively reviewed technical assistance to
individual cities; while the current assessment aso addresses this areg, it has placed relatively less
emphasis on it, given the analyses available from this relatively recent review. Similarly, because EE
carried out a 2002 review of loca government training programs in severa countries of the region, this
assessment recognizes training as major parts of the country programs but takes care not to be repetitive
of the precursing effort.

2.3 Specific design considerations for Poland

MSI, in coordination with USAID, determined that as a genera rule the evauations should not attempt to
go back further than 5 yearsin time. (See above). In Poland, this effectively restricted the evaluation to
one program, the L ocal Gover nment Partnership Program (LGPP), which was contracted in 1997 and
effectively began early 1998. The only other local government project in implementation since 1999 was
the Increasing Credit Project (IMAC). IMAC, however, had a very different mandate from L GPP.
Most of IMAC efforts focused on national policy change regarding the regulation of the water sector, and
the institutional support to the Polish Securities and Exchange Commission for the development of a
municipal debt market. Loca government management was not a direct concern, and therefore, MSl and
USAID determined that this project would not be included in the evaluation.

Poland presented a particular challenge to the evaluation team for several reasons. USAID support to
Poland terminated shortly before the end of LGPP. This meant that USAID and its programs were not
fresh in the minds of interviewees. It also meant that there was no recent contact between US consultants
or USAID with project cities or Polish organizations. Because there was no longer a USAID Mission,
there was aso no centralized depository of project documents in Poland, and USAID/Washington did not
hold complete documents as the project came from the Mission.  The contractor‘s project documents
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were in archival storage. Copies of output documents such as books, manuals etc, had been given to five
universities and one NGO, but these were not readily available to the evaluation team. Referral to former
USAID taff or Polish consultants for information about the project often led to a dead end.

The team made its best attempt to find people who remembered or were involved in LGPP. This was not
always possible, due to changes in city personnel since local elections, and the fluidity of the consultant
market.

A further consideration in choice of interviewees was the recent LGPP mid-term evauation (MSI, 2000),
which focused heavily on project cities. Because of this prior focus, and the difficulty in finding
knowledgeable respondents in project cities, the team determined that more time should be spent looking
at other aspects of the project, those that in the team’s estimation best informed the goals of the
evaluation, and that provided follow-up to issues raised in the mid-term evaluation (such as cost-sharing
and consultant sustainability).

After initial document review, logistical preparations and interviews with knowledgeable sources in the
US, in-country data collection for the Poland country assessment took place during 2 weeks in February
of 2003.

We included mgjor project centers (such as Krakow and Posnan) in the city sample, and then used these
centers as “data collection hubs’ from which sub-teams would travel to collect data from smaller cities
and organizations within aday or two of driving from the hub city. Interviews were conducted under the
guidance of written, pre-tested and refined data collection protocols, and interview write-ups were
constructed by using the protocols as a template for the internal interview reports. Seven different
interview protocols were used (see Annex D).

2.4 Analysis

A “synthesis and dialogue” technique was used in analyzing collected data. Key documents and
interview write-ups were shared among members of the assessment team, and team members were
expected to read and absorb this material. For one and one-hdf days before the in-country component of
the assessment was completed, the Team Leader and all three of the local government specialists met to
systematically develop preliminary findings and conclusions. This was a rather intense, demanding
session, since integration across experiences from many diverse settings was needed, and a consensus had
to be developed on significant observations. In the end, a summary of these findings was devel oped,
which served as a primary source for this report.

2.5 Reporting

Each country assessment is considered a piece of the larger synthesis. The synthesisis considered the
core product of the assessment. Action recommendations are properly addressed to the organization
requesting this assessment; in this case this organization is EE/LG in USAID/Washington. Based upon
discussion with EE/L G, MSI has determined to refrain from formal program recommendations until the
four-country synthesis report is delivered to EE/LG. Since the substantive focus of EE’s assessment ison
design and implementation lessons to be learned from systematic comparison across country program
experiences, recommendations are thought to be premature until data are collected and analyzed from al

8 MSI



the relevant country studies. Therefore this country assessment features presentation of background,
findings, and conclusions, but no recommendations.

2.6 Team Composition

MSI’ s Poland assessment team consisted of Jim Fremming (Team Leader); Bonnie Walter (Senior
Democracy and Governance Analyst); Staczek Alwasiak (Polish Local Democracy and Governance
Anayst); and Roman Dziekonski (Polish Local Democracy and Governance Analyst). Both Mr.
Alwasiak and Mr. Dziekonski have extensive professiona familiarity with local governance in the Polish
context. The team was ably supported by Andrzej Nermer, interpreter. The MSI Home Office Technical
Director was Stephen Schwenke.




3.0 Program Background

3.1. The economic, social and political context of local gover nment in Poland

Since the demise of communist rule in 1989, Poland has undergone a swift transition to a market
economy, developing new structures, and increasing integration into the political and economic structures
of Europe. Over this period, decentralization of the monoalithic state and the role of local government has
been a major preoccupation; Poland has for much of the decade been in the process of finding the right
balance between a centralized state and new decentralized structures. The period can be characterized as
one of evolution from an administrative state, centrally run with local entities that carried out policies and
programs determined at the center, to one in which developmental and economic decisions are taken and
implemented at the local level.

By 1999, shortly after the beginning of the last USAID local government project (LGPP), sweeping
administrative reforms had been initiated to establish powiats (counties) aswell as voivoidships
(provinces), thus providing a three-tier system of decentralized government accompanied by reorganized
functions, responsibilities and fiscal flows. Authentic expansions of the responsibilities and authorities of
local government accompanied these changes towards a more decentralized structure.

The shifts and realignments in authority and responsibility of local government were partly in reaction to
the changes in the political leadership. There have been three distinct periods in post-transition Polish
politics. First, there was Lech Walesa's government of 1990; second, the period from 1993 to 1997 when
the post-communist United Left was in power; and third, after 1997 when the parties of the Right alied in
abroad codition to win back parliament. Two periods of reform stand out. First, 1990/1991, which saw
the passage of the Local Government Act that set the general direction of reform, and gave municipal
government limited powers of taxation and shares of revenue from central income taxes. The second
major reform occurred in 1998 when a new intermediate level of government, the powiat, was created,
accompanied by the Act on Revenues of Territoria Self Government that provided for a new division of
financing through grants and tax sharing.

During the decade of USAID assistance, much work took place to establish the new relationship between
the entities, and financing has been a very important issue. Since 1998, local government receives amost
70% of its budget through central state grants. Functions reserved for local governments include water
and sewerage, solid waste disposal, streets and local roads, municipal housing, provision of primary
education, physica planning and permits, some socia services, centra heating and gas, and local
transportation. Loca governments set their own tariffs and borrow and issue bonds to finance activities
and capita improvements for local service provision. While one can till expect shiftsin fiscal authority,
money flows and responsibilities and improvement of certain laws to fit the new petterns and needs, the
major parts of the reform agenda as it affects local government were in place by the late 1990's. This
perception, as well, affected L GPP programmatic choices.

During this period the private sector played an increasingly important role in local government affairs.
Privatization of many state-owned companies, restructuring of utility companies, introduction of public
private partnerships, increased contracting for services with private sector firms, and expanding recourse
to private capital markets — these new ways of doing business obliged local government officiasto learn
new ways of thinking and to adapt local government management to market principles.
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The genera consensus among knowledgeable Polish observersis that the local government reforms have
been successful. At the same time, citizens expectations have increased and tangible results and progress
matter more and more, as the last local eectionsin 2001 demonstrated. Asloca government has
acquired new roles and responsibilities, pressure clearly builds for better leadership and management,
including the application of up-to-date technical and financia skills. Capacity at the local level to dedl
with new requirements and responsibilities has not kept pace with policy reforms from the center.

6.6  3.2. USAID local government assistance

USAID programs to assist local governance began in the early 1990s and were directly or indirectly
involved with local government issues amost from the beginning, growing in importance up to the final
LGPP project of 1998-2001. USAID provided assistance in many aspects of local government reform and
strengthening, in addition to supporting the national government’ s revision of the legal and regulatory
framework of intergovernmental reltions and municipal credit.

Initia activitiesin the early part of the decade were grouped under the rubric of housing and urban
development, and focused on support for changing the housing finance system and efforts to devel op the
financia capacity and solvency of local government (Municipal Advisory Program, 1995-97). This
project provided training and technical assistance on capital investment planning, municipal
creditworthiness and bond issuance amongst other topics. The objectives was to develop both the supply
and demand side of credit for municipdities, providing assistance with the regulatory and legal
framework for credit, while pilot projects established models for access to bank and bond finance. A
strong policy focus took place against the background of a period of political reform.

Beginning in 1992, attention was paid to issues related to environmental infrastructure and infrastructure
finance, through the Local Environmental Management Project (LEM, 1992-1998) which assisted 50
gminas (digtricts) in improvement of solid waste, wastewater and heating services, areas where drastic
changes were needed in preparation for EU accession.

From 1996 to 1998, efforts were made to develop a policy for the financing of municipal utilities. At the
same time, the Democratic Governance and Public Administration project concentrated on policy analysis
and advice to central government on decentralization and intergovernmental finance. This continued,
through the IMAC project, until 2000, focusing on water pricing, economic regulation, and service
guiddines, and culminated in the passage of the Water Supply Law.

The change in government in 1997, however, signaled a change in receptivity to policy reform and less
emphasis on working with central government.

Considerable grant support was provided to develop national associations of local government. In
addition, the Municipal Development Agency (MDA), was established by the Government of Poland,
USAID and other donors to provide services and technical assistance to gminas USAID aso played an
instrumental role in the development of other organizations, such as the Foundation in Support of Local
Democracy (FSLD) which has been an important partner offering training in local government projects.
USAID aso worked with Polish universities for the development and ddlivery of academic and in-service
training.

USAID loca government programs during the 1990’ s thus worked at both local and central government
levels, providing hands-on assistance to municipalities to develop approaches to newly acquired
responsibilities, and furthering efforts with the central government to support the effectiveness of amore
decentralized system of governance.
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3. 3 The Local Government Partnership Program (L GPP)

This evaluation focuses on the last three years of USAID assistance, from 1998-2001. By the late 1990s,
USAID had decided to terminate its assistance to Poland (September 2001). The LGPP was to be the
summation of ten years of experience, laying abasis for sustainable structures and organizations post-
USAID presence. The design of the $25 million LGPP project began in 1996, with a pilot project in 8
gminas to test methods and tools that USAID implementers had devel oped over the years. The design of
L GPP appears to have been significantly affected by two important considerations. The first is the
political shift of the GOP, and the desire of USAID to signal support to the reformers and for
decentralization by focusing on loca rather than central government. A second consideration is that
USAID believed that many of the major issues of decentralization and transition had been settled, but that
effective implementation was yet to be assured. These two factors led to a decision to concentrate the
final “legacy” of USAID on consolidation of achievements at the sub-national level and explain why
policy reform had no significant place in LGPP?* Since thiswas to be its last local government effort in
the country, USAID desired to assemble the best and most useful practices and tools that had been
developed under other USAID programs in Poland, and to implement them as an integrated packagein as
many gminas as possible, in the short period of time remaining. Thus the imminent closure of the USAID
Mission, together with the changed national politics, influenced LGPP (See Section 4 for more detail).

The vision of LGPP was to help make local governments more effective, responsible and accountable.
To this end, the project objectives were to:

Increase the capacity of gminas to deliver services and manage resources efficiently;

Improve organizations that support loca government;

Increase participation of communitiesin local government decisiont making through meaningful
input from citizens, NGOs and business organizations.

The approach designed by USAID was as follows:
Create partnerships with 48 gminas and gmina unions to design and test new management tools,
and to test and implement “ best management” practices including those pre- selected by USAID
to improve loca government functioning. Those practices and products would be promoted and
exported as examples of best practices to a significant number of other local governments during
the life of the project.
Implement a dissemination program that would make information on best practices from the
L GPP and other programs widely available throughout the country, and strengthen or create
mechanisms to help local governments share and use information;
Strengthen Polish organizations including training organizations, NGOs, consulting firms,
academic faculties and professional associations to work with local governments in the future;
Provide information to policy makers and organizations lobbying for local government interests
in Poland.

Details of the project are found in Annex B.

22 However, anumber of policy issues remained on the table, and the IMAC project was a response to address issues
outside of the LGPP brief.
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4.0 Key Findings

4.1. Design and I mplementation Assumptions

In this section we attempt to clarify the ways in which aspects of program design may have positively or
negatively affected measurable impacts.

The general objectives of all loca government projects are to improve local government management
and, through decentralization, promote a stronger and more effective local government. However,
political, institutional and economic conditions materialy influence what results can be achieved, and
preferred methods of achieving them. In determining “what to do and how to do it”, USAID and its
implementers start from a set of assumptions abut the following basic project design elements:
- The most pressing issues that cities must address;

The approaches and techniques that are useful, timely, workable and affordable;

The capacity of cities to absorb new techniques and methods with limited assistance;

The ability of citiesto pay for consultant assistance or training when donors leave (sustainability

of efforts);

The demand for consultant assistance when it is not provided and paid for by donors;

The potentia for making an impact at the local leve if the nationa political environment is not

conducive to reform;

Therelative efficacy of concentrating assistance within afew cities, compared to spreading

assistance more thinly and broadly:

The potential for a spread effect, leading to substantial impact;

The influence of external donors on reform of national policies; and

Political and economic trends and their influence on local government.

It isimportant to understand the design assumptions as a prelude to anayzing which methods of
implementation and intervention were more successful than others.

In the case of the LGPP, project design was based on assumptions about the above-enumerated elements.
Based on ten years of experience, assumptions were made about what management improvements were
needed, what intervention methods were successful, and what types and levels of impact would be
achievable in a three-year window left to USAID.

These assumptions are based on three different sources:. inference from project documents, direct remarks
from interviewees in open-ended interviews, and finally, logical analysis by team members. In some
cases, the assumptions were clearly formulated, and unambiguously stated during interviews or in final
and interim reports, while in other cases they can be inferred. In al cases, the team’ s conclusions about
project assumptions evolved after crosschecking information from one source against another, for
example that of implementers with that of USAID.

It is not surprising that after working on local government issues in Poland for more than five years,
USAID was confident that there were sufficient lessons learned from the successes and failures of
previous assistance projects to provide vaid input for the design of a successful new project. Key design
assumptions may be found in four main substantive themes:

Effectiveness of previous USAID assistance;

Potential for making a nation-wide impact on local government management;

Readiness of local governments to adopt new practices; and
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Technical capacity of local governments and local organizations.
The section below presents a description of these assumptions, each accompanied by a brief analyss of

the strengths and weaknesses associated with the assumption. *® Because there are many different
assumptions, they have been grouped by theme.

41.1. Assumption Theme # 1. Effectiveness of previous USAID assistance

Assumption: Previous LG projects had provided useful and effective intervention methods and
management tools that had proven well adapted to Polish environment and needs.

Andysis: USAID and its implementers believed that previous USAID projects had produced methods and
tools that were effective in meeting local government needs. The project design assumed that these
methods and tools had been sufficiently devel oped and tested to adopt them for transfer and application
nation-wide. There were two problems with this assumption. The first was that the implementers of
previous projects tended to overestimate the successes achieved; the second was that only afew tools and
methods had been adequately developed and tested. There were only afew “best practices’ that could be
held up as successful model applications in Polish cities, in particular the financial analysistools. The
implementing contractors had to spend considerable time in the first half of the project in identifying
needs and developing other tools and methods to meet the need, field testing them and developing “ best
practices’ that could serve as models beyond the test sites. In the case of housing and economic
development strategies, there was not sufficient time in the project to widely use and test the new models.
The very size of the project—the number of cities defined as a critical mass by USAID, and the large
number of implementing staff — added further to the problem.

Assumption: Tools and methods defined by USAID and their implementers as necessary and
important were addressing the key concerns of municipalities (and therefore many would adopt
the practices if given information and necessary resources).

Andysis: USAID believed that the tools and practices promoted in L GPP were necessary management
practices for al well-run municipalities, American, Polish or other. Polish local governments have
progressively adopted many of the practices, but they have done so as they have experienced the need for
change, and were not ready for the changes that were recommended. Since LGPP was not a response to
new legal requirements from government, initiatives had to come from the demands and needs of the
cities. USAID, however, did not establish a demand-driven framework, since they had aready made
decisions about good city management principles and practices. In reality, a demand-driven approach was
impossible with the size of the program, the short time span for implementation, and the expectations for
results driven by the contract payment structure.

Several years after LGPP, cities have recognized the need for many of the practices and in many cases
have taken the initiative by themselves, or have received assistance from other donors. USAID may well
have planted the seeds via LGPP, but there is aso the element of incentives; lending ingtitutions now
demand better financial management, citizens want better services, donors such as the EU insist on good
management to qualify for EU funds. The demand for such assistance eventualy meterialized. But at the

23 The following section draws heavily on interviews with the following persons: Thomas Potkanski, USAID
Poland; Dennis Taylor, LGPP COP; RTI Poland, LEMTECH Poland, LEM Project Consulting, MISTIAA,
Malapolska School of Public Administration; Christoph Potkansky, L GPP Staff; Chemonics In addition, the team
has taken note of Chemonics’ Final Report; Chemonics work plans, LGPP Mid-Term report, and LEM Il Final
Report
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time that the project was implemented, the supply did not always fit the demand in part because there was
awesak incentive structure in place to support adoption of new methods.

Assumption: Previous LG projects had demonstrated that cities could and would be interested in
these new methodologies and practices.

Anayss: The LGPP Pilot Project began in 1996, and the LGPP RFP was written in 1997. When work
commenced in 1998, there was far less locd interest than expected in the management improvements that
USAID believed most necessary and critical. This can be explained by severd factors. The first isthe
process of city selection, which was as much political as technical, and involved the collaboration of
national municipal associations and other Polish partners, who developed criteria for selection, and may
have danted city choices to reflect political factors rather than potential for success. ** Other cities were
not well informed about the nature of LGPP, expected that they would receive money, and were not
interested in technical assistance. Additionally, a number of small cities were smply preoccupied by
other pressing priorities, and did not at that time see the direct usefulness or necessity of initiating the
types of management practices that might bring long-term benefits. Had a more careful needs assessment
taken pl z;ge at the commencement of LGPP, the assistance could have been tailored to fit authentic
demand.

For these reasons, technical assistance to cities for USAID-defined priorities was far less successful than
had been envisioned. Some cities did not participate, some activities were never completed, local partners
did not take some of the TA serioudly, and dissemination of best practices was not easy to accomplish.
This was particularly true in the beginning of the project, and lessened as the project became more
focused, especially on financial management tools, and as the corps of implementers improved in quality.
2% A further problem is that some of the methods and tools developed by implementing organizations (for
LGPP and earlier projects) were not consistently well adapted to Polish redlities of local governance, or
did not provide obvious payback to the cities. This led participating cities to dismiss some of the
assistance as of minor significance, or at times even to consider the assistance offered as useless. %

The cities that enthusiastically used the information and assistance tended to be those with forward-
looking leadership; larger cities that were farther along in development of institutional capacity; and cities
that carefully picked and chose what they needed and wanted, rather than accepting everything
wholesale?® We have observed that cities adopt change when there is an overwhelming reason to do so,
and when their sdf-interest is clearly served. Some of the technical assistance and management practices

24 USAID worked with the Polish organizations to develop criteria, which the selection committee then applied.
Several different sources have corroborated the political nature of city choices.

25 Based on our interviews with L GPP project |eadership and other sources, these problems stemmed from a variety
of sources, including the political emphases put on initial city choices, USAID’s own imperfect understanding of
city needs, as well asthe implementer’s own difficulty in carrying out on-the ground needs assessments. The
assessments were hampered by alack of understanding of the Polish system and Polish realities, technical biases of
the American experts, and problemsin organizing the data. It should be noted that the Terms of Reference and
project targets also constrained the implementer from deviating too far from the initial design decisions about
assistance needs.

%6 These are generalizations, and as with all generalizations, do not hold in all cases. However, they reflect the sense
of respondent’ s answers as to the success of LGPP in assisting cities to implement change during the life of the
project. Respondents universally qualified their answersin one way or another to indicate that the results were not
overwhelming.

27 The Team was reminded by several sourcesthat in fact, only 5 “tools’ had been developed and tested at the start
of LGPP. Asaresult, other tools were introduced based on US or other practices, or tools developed over time.

28 The city of Nowa Demba, considered a success story, isacasein point. City leadership indicated that they only
accepted assistance in what they thought they could absorb and apply, given staff capacity and time constraints.
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were not perceived as key, and cities were not able to spend precious staff time and other resources
following methodologies that at times seemed challenging and complex (especidly to the small
municipalities). > Perhaps one lesson learned in this instance is that the planning of technical assistance
needs to closely weigh the absorptive capacity of smal cities.

4.1.2. Assumption Theme # 2: Readiness of local governments to adopt new practices

Assumption: Sructural and institutional reforms were sufficiently far advanced in Poland so that
local governments had sufficient authority, responsibility and funds to implement management
and service improvements.

Anaysis: USAID had closely monitored the evolution of reform in Poland and was well informed about
the degree of decentralization achieved. The LGPP design was entirely coherent with the status of legal
and regulatory reform. It was hoped that the project would assist cities to take advantage of legidative
reforms and to improve their management and services. LGPP would be able to capitalize on new
opportunities offered in recent laws, such as the obligation of cities to hold hearings, and to help cities
respond to a new requirement for citizen participation, as well as to the improvement in the national
economy that made municipa borrowing possible after 1998.

Shortly after the commencement of the LGPP project, a mgjor administrative change was initiated,
whereby the intermediate level of government, the powiat, was established. The origina LGPP design
did not envision assistance at the powiat level, but progressively powiats were included as a target

30
group.

Assumption: LG managers were aware of the need to improve management and understood the
kinds of changes they would have to make and why they should do them.

Andysis: LGPP appears to have been prematurely timed for many Polish cities. Had L GPP taken place
severd years later than it did, there would have been a substantially more vigorous demand for the
project’s technical assistance, and a more favorable overall response to the practices and methods it
offered cities. More cities have now adopted the tools and practices of LGPP, but they were not ready to
do so in 1998 or in 2000, as the project results indicate. ** No systematic eval uation was possible, as part
of this assessment, of the number of cities that now employ better management. However, the response
through subsequent donor programs such as EBRD lending and comments from multiple respondents
indicate that there is more fertile ground now than five years ago.

Assumption: The process of privatization in the public sector was legally established and
sufficiently advanced in practice so that the concept was well understood. Only the techniques
and the benefits needed to be communicated

Analysis: Severa of the management practices promoted by L GPP were designed to assist citiesin
making the transition to private participation in the public sector as a means of improving service delivery
(for example, contracting out municipal services to private sector; restructuring of municipal services,

9| ntroduction of new budget and reporting methods that do not correspond to administrative requirements are a
good example of this problem.

© This change in the work plan took place well after the commencement of the project and exemplifies assistance
that was both timely and perceived as of high value by recipients.
31 This comment was repeated again and again by different informants. In the author’ s opinion, it does not reflect
unfavorably on the program, but does serve to underscore the tendency to overestimate the speed of potential project
outcomes.
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project design for private infrastructure finance; housing strategies and management). The project
anticipated the need for these tools, and hel ped some cities to implement public-private partnerships,
contract out more services, or restructure municipal services. This was especialy useful for medium-sized
cities. Nevertheless, many cities were not yet in a position to undertake such measures, nor did they see
the need to do <o at that time.

During and after LGPP, there was alarge increase in private bank lending to cities and utility companies
for investment.* In order to be adequately prepared for these opportunities, some cities have begun to
systematically use outside expertise for investment project preparation, and for the financial analyses
required for borrowing and other tools of analysis that are required. A number of large cities have been
able to attract foreign private capital into municipal utility companies and public private partnerships. In
the case of privatization of municipal companies, private consultant groups already provide larger and
medium-sized cities with expert advice on restructuring and privatizations. L GPP assistance was well
targeted to the growing need of cities to adopt better financial management practices and paralleled the
expansion of municipal credit.

41.3. Assumption Theme# 3: Capacity of loca governments to adopt new practices and loca
organizations to provide assistance

Assumption: Local Governments had the capacity to generate and determine use of revenues, and
this would provide the demand side of the market.

Analysis: This assumption was key to USAID’ s efforts to support “sustainability” of the reform process.
L GPP was designed to train Polish consultants in LGPP methodol ogies and give them exposure and
experience in project cities so that they would be capable of providing future consultant services to others
of the 2,300 gminasin Poland. Loca governments would in future pay for assistance in new management
practices or services.

Local governments theoretically do have the resources to hire consultants, although these resourcesare
quite limited; the issue is the intensity of demand, and for what kinds of assistance. M S| has observed
that the effective demand derives from external requirements. Consultant assistance has primarily been
sponsored and paid for by a donor project (such as the World Bank Rural Development Project), or when
purchased by the gmina, stimulated by external requirements. Preparation of local development or capital
investment documents to access EU funds, for example, typically provides an invigorated incentive
setting for acity to seek out relevant TA.

Cities are strapped for cash, and they hire consultants out of their own funds mainly for specidized
services such as project |oan preparation, restructuring municipal companies, or particular financial tasks.
Requests for other types of management assistance have been spotty. As aresult, consultant firms and
individual consultants who have survived in business do so by focusing on those areas in which thereis
speciaized demand from municipalities (and only some consultants can meet this need), or donors. The
demand by donors for qualified consultants cannot be ignored. It is questionable, based on our
observation, whether L GPP-supported consultants would have survived had there not been large new
donor projects to employ them, in addition to selling services to municipalities on financid issues. Loca
government has not generated a steady enough demand for consulting firms or individua consultantsin
some of the areas of concernto USAID*®  Cities appear to have little interest in paying for outside

32 According to an informed source, municipal debt hasincrease by approximately 20% annually since 1995, with a
large increase after 1997.

33 There are some exceptions to this generalized observation. DGA Consult, for example, mainly worked for
enterprises before LGPP, and now has municipal clientsaswell. Directly after LGPP ended, many of the LGPP-
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services for housing strategies, citizen participation and communication, budgeting functions or task
based budgeting. Recognizing this state of affairs, one representative of a Polish NGO suggested to the
assessment team that USAID should have considered establishing sustainable sources of funding,
possibly in the form of community foundations, to finance functions such as citizen participation.

Assumption: Local Government staff had sufficient technical sophistication, capacity and
knowledge to quickly pick up new methods and processes once they learned about them. They
already understood the “ basics’ of management and could build upon this foundation to readily
acquire and apply new methods

Andysis: Based on the accomplishments of previous projects and in the Pilot LGPP, it was believed that
municipalities would have the capacity to quickly pick up and use new management information when it
was presented in aform that built upon known methods of information transmission.** The expectation
that L GPP would have a nation-wide impact on practices of local government is based on this assumed
readiness. It would appear that USAID somewhat overestimated this level of readiness among loca
governments. It was noted by interviewees that one reason for the modest extent of adoption of new
practices by gminas (both among those that received some kind of assistance and those that did not) was
that many gminas in Poland simply were not capable of implementing the methodol ogies with current
staff and financial resources at their disposal.®

L GPP implementers discovered that they needed to “go back to basics” with many municipalities, or to
commit significant technical resources to working with gminasin order to see technical improvements
implemented. Chemonics found that, after working with the origina 46 gminas, they did not have
remaining project resources to provide a sufficient level of assistance to a large number of gminas in the
areas of assistance required. This may be attributed to multiple factors including poor performance by
consultants, low level of preparedness by municipalities and methods ill adapted to local skills levels.

Assumption: Polish experts and organizations under stood the new methods and tools and were
competent to take a lead role in implementation.

Andysis: It was expected that implementation of LGPP would be carried out to a significant degree by
Polish experts and Polish organizations. The design anticipated that their Polish counterparts would
replace expatriate advisors after 18 months. The design aso assumed that Polish organizations such asthe
FSLD, the Municipal Development Agency, and the consultant group LEMTECH were sufficiently well
developed to participate in the implementation of LGPP and to provide continued relevant assistance to
local governments following project closure.

One unanticipated problem was that as part of the process of designing LGPP, USAID had established an
advisory board composed of organizations with the longest experience in local government. When
implementation began, these very organizations that were best equipped to implement LGPP were barred

supported consultants left Poland, or worked for foreign clients. With the commencement of the World Bank Rural
Development Project, former L GPP consultants and organizations currently work with gminas under this project.

34 USAID commissioned a study (titled “ How Municipalities Learn” ) that said municipalities |earn best from the
example of other municipalities and their peer colleagues. A second study (“ Stick to the Law “) was undertaken by
LGPPthat posited that municipalities were not in a position to build upon a management foundation to acquire new
skills.

35 While the pattern observed by MSI is one of insufficient capacity to meet opportunities for innovation, exceptions
are also present. For example, agroup of about 40 Members of the Polish Parliament were allying with LGU
associations in 2003 to influence the ongoing debate on educational finance. One interviewee noted that as part of
this campaign the group was making extensive use of LGPP training and reference materialsin change management,
zoning, financial management and citizen participation.
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from participation because of conflict of interest. These organizations expected, rightly or wrongly, that
they would play amajor role in LGPP; instead they played relatively minor roles later in the project.
Other organizations with lesslocal government experience or technica credentials were recruited to fill
the gapsin TA. While the technical preparedness of local Polish partners improved over the life of the
project, the depth and breadth of technical capacity was not aways adequate to meet local government
needs as they became more clearly known.

The development of a corps of experts and well-established organizations was intended to provide a
legacy of resources for local governments after USAID terminated in country. Some organizations (those
that were the best established to begin with and had “hard skills’ to market) have donewell. Other donor
projects have profited from this expertise, in some instances increasing the spread effect of USAID
interventions, in other cases promoting new and different practices.

This has not come without some cost, however, in at least two ways. Firg, it is clear that a substantial
number of Polish individuals and firms associated with L GPP-provided technical assistance underwent a
very thin market for their services for afew years, between LGPP termination and approximately 2002 as
EU and other donor activity with local governments gathered steam. While one might claim that there
may have been a somewhat healthy “winnowing” among potential providers of technical assistance
during this dow period, it clearly means that a number of individuals and firms associated with USAID’s
fina loca governance program in Poland found themselves struggling to stay in the field. While we have
collected no systematic information on this point, it appears likely to the assessment team that some
portion of the benefits of USAID’ s investment in building up technical capacity among LG consultants
was, due to the stresses of this transition period, lost or dissipated.

Secondly, we have observed a less tangible but nonetheless real cost to local governance assistancein
Poland from another aspect of the engagement of Polish consultants in L GPP technical assistance. On
more than one interview occasion, sources in Polish cities noted that one of their first challengesin their
experience with LGPP was the low level of local knowledge and sensitivity to local settings— as
displayed by the Polish consultants on the LGPP team. Because we are painfully familiar with this
problem of inadequate “listening” among expatriate consultants, we took care in our interviews to
confirm that the complaint in fact referred to technical assistance delivered by local nationals. Regardiess
of the nationdity of the consultant, the complaints (not universal but at the same time not unusua in our
interviews) represent a weakness in technical direction and oversight, particularly in approximately the
first 18 months of LGPP implementation. Further, these unsatisfactory experiences by cities with Polish
consultants may have alonger-term effect of discouraging the cities from looking locally for assistancein
the future.

4.1.4. Assumption Theme 4: Potential for spread effect and a nation-wide impact on local government
management

Assumption: Dissemination of new practices through conferences, training, and other materials
would lead to a spread-effect, and consequently LGPP would have a nation-wide impact on
practices at local level.
Analysis: During project implementation dissemination efforts reached alarge number of cities®® LGPP
made itsalf known al over Poland to local governments and national players. According to our interview
sources, however, it is not clear that many cities beyond those receiving direct assistance did actually
adopt new practices. The effectiveness of the dissemination has not been established. Implementersrelate

36 Radio programs, TV spots, newspaper and magazine articles nation-wide supplemented the seminars and
conferences aimed at informing cities about best practices.
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that they quickly discovered that they did not effect change by telling city x what city y has done. This
suggests that amajor dissemination effort may not be effective unless objectives of the dissemination are
made clear to al involved, the timing is right, and a clear incentive structure for adoption is present.
Many Polish cities subsequently adopted particular management or governance practices, but in their own
time, when they were ready and interested.

On the other hand, it is clear to the assessment team that L GPP had some indirect impact on management
innovation in Polish cities, due in part to the project’s very size and breadth. Because there were so many
activities over such a short time, so much publicity, and so many resources put into assistance to loca
governments, the project was well known. Respondents frequently stated that while LGPP may not have
directly led to improvement in local management, it did influence ways of thinking among political
leaders, loca management, and technical speciadists. Many of our interviewees cited akind of opening of
awareness to new technical or manageria possibilities. While MSI did not attempt to directly measure
the extensiveness or impact of this“attitudinal” effect, it clearly is present in Poland.

Assumption: Devel opment of books and manuals would provide a legacy that local ingtitutions
and trainers could use to “ sustain” assistance to local governments after the project terminated,
and these tools would be useful to improve the capacity of ingtitutions to deliver assistance.

Andysis: LGPP commissioned a number of ‘how-to” manuals and a book series on various technical
topics. Intended users of these products have noted to the assessment team that the quality of these
products varied widely, but some were very good. These products were provided to all participating local
governments, and all collaborating institutions and organizations, and offered for sale more broadly by the
main technical publishing house. Although the publishers no longer find a paying market, the books and
manuals are till in use by consultants and organizations, and have been adapted for further use in Poland
and in other countries in the region (via World Bank, for example). However, our interviews with local
government associations and other relevant sources lead us to conclude that similar dissemination efforts
have not been notably continued, much less expanded, since termination of L GPP.

415 Summary of Assumptions

In summary, the design of LGPP rested on a number of assumptions about what had been effective in the
past, what were good management practices, what was needed by Polish cities and how best to get
impact, both locally and nation-wide. The assumption of technical readiness for further innovation in LG
practices was more valid in its application to partner organizations and Polish consultants than for the
targeted cities. Importantly, the hypothesis that effective demand among the gminas for technica
assistance would continue after LGPP closeout has proved substantially invalid.

Before proceeding to a discussion of lessons learned from USAID’ s recent local governance assistance
experience in Poland, it is necessary to look closely at observable impacts of that assistance. The sections

that follow will elaborate further on the impact of the project and the effect of design and implementation
on its successes and failures.

4.2. Program Impact

421 Dimensions of Impact

L GPP was designed to make a difference for alarge number of local governments in Poland, both directly
and indirectly. The project was intended to have effects over the long term on critical local functions such
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as municipal service improvements, finances, and public access to local government decision-making.
The project also was designed to provide support to local governments as they would seek assistance from
both local consultants and other relevant organizations after the end of the project.

According to project implementers, L GPP cooperated directly and indirectly with more than 250 local
governments. Conference attendance and third-party training brought the total number of local
governments involved, at any level of extent or intensity, to 600 out of the 2,500 nation-wide.

It is useful to examine LGPP project impact and results, to determine what was most effective, and what
factors of design and implementation may have been most determinative.

4.2.2. |Impact on Project Cites

Technical assistance was provided to 45 gminas in the first half of the project, and resulted in
approximately 80 completed site activities® A significant portion of the project budget and the largest
amount of LOE was allocated to this activity, but our data show that it had a relatively modest impact on
the specific targeted local governments and unimpressive contribution to the achievement of project goals
in genera.® What was wrong with this intervention method? While nothing necessarily is “wrong” with
afocuson approximately 200 gminas there were magjor problems in dbtaining effective demand for
assistance from the cities, for reasons already stated. Other constraints included:

Gminastended to be chosen based on criteria relating to broad USAID political or policy

objectives, rather than likelihood of technical success.

Both implementers and gminas had over-ambitious expectations of what could be accomplished.

In sogge cities as many as four different LGPP site activities were implemented at the same

time.

Projects were not integrated into a coherent package of management improvement, did not take

place in agradual and coherent sequence and hence did not maximize the learning from one site

or city department to another. Skills tended not to be organically built up across the cities

organizational segments. From the viewpoint of the targeted cities, TA was delivered on a

strictly sectoral basis, with each segment of TA ploughing forward with a focus on “trees, not the

forest,” as some of our city respondents told us. This tended to divert city leadership away from

the broader issues of their primary concern, and it may have limited overall technical impact.

Some project experts lacked comprehension of the Polish system, and did not adapt practices and

concepts to local, ongoing conditions in the gminas.

As discussed above, inexperience or lack of appropriate skills of some of the local Polish

subcontractors and staff in the early part of the project detracted from achieving more impressive

results.

There was no incentive structure for gminas to adopt new tools promoted by L GPP. Now, for

example, law requires the use of GFAM, so the incentive structure has shifted in favor of its use.

Two other approaches were subsequently designed as a means of obtaining more solid results in more
citiesfor less money:

37 Assistance to a further approximately 150 gminas resulted in at least as many additional completed activities.

38 A USAID staff member’s own assessment of results suggested that compared to 100% for expected or planned
results, improved gmina operations as viewed by citizens might rate a score of 20% in terms of what was achieved,
contrasted with 150% for the development of a professional cadre, 120% for devel opment of management tools for
Polish local governments, and 50% for actual and immediate use of management tools. Finally he rated Polish
cities’ continued use of those management tools at 30%

39 Interviews with former LGPP staff and officials of participating cities.
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1. Focused assistance to groups of cities on one particular problem was devel oped as away of
reaching more cities with cost savings. City leaders and staff were invited to attend seminars on
particular methods and problems. Once a city had taken the training, they were invited to prepare
aproposa for assistance in the problem area asiit related to their gmina. Gminas were grouped
together for further assistance on similar problems. While the resulting TA in response to these
proposals was modest on a per-city basis (cities tended to receive only afew days of individua
technical assistance in each instance), this approach was useful because it:

- Wasbased on gminas sdf-identification of their main problem areas,
Combined training and technical assistance based on previous experience in LGPP,
Allowed gminasto network with each other on problem-solving;
Led to notable results in arelatively cost-effective manner; and it
Used local consultants ready to provide the focused technical assistance.

2. Costs of technical assistance were shared with gminas. LGPP offered training in financia
management to consultant organizations, certified those who were deemed technically proficient,
and launched a program that paid half the cost of hiring those consultants to provide technical
assistance to gminasfor financial management services promoted by LGPP. This approach was
designed to meet two goals at once: providing TA on project issues to alarge number of gminas
at low cost, and that of strengthening overall consultant professional capacity to offer servicesto
gminas after the project terminated. Thus the approach was to build up both the “supply” and
“demand” sides of the existing (very modest) LG consulting industry. This approach brought
impact in a short time period (one year) for alow cost (under $350,000 for assistance to 100
gminas) because:

- Gminaswere competitively chosen and focused on one problem aresg;
Gminas actively participated in monitoring consultant work and involvement in the TA
because they were financially committed and the work was of importance to them;
Gminas both participated in the design of the TA they desired, and monitored their consulting
contracts;
Consultants had been well trained in financia management methods and techniques, and had
gained experience from the previous two years of the project; and
Consultants gained experience in working in market conditions and meeting the demands of a
client (although thisin itself did not directly lead to the desired result of expanding the
demand for consultants by gminas).

A number of factors account for observed differences in impact from one gmina to another. These
include inevitable variation in the quality of technical assistance, cross-City variation in the interest and
importance of the problem to the gmina, city staff time allocated to working on the project (often a
function of commitment of city leadership), complexity of tasks a city would contract for, and the level of
skills city staff would bring to the assistance.

423 Spread Effect to Other Cities

Spread effect to other cities was an important goal of LGPP. To ensure that this took place, the consultant
awards fees were based on achieving targets in both partner and non-partner municipalities. To get the
award fee, the implementer had to demonstrate that municipalities above and beyond the 46 pilots had
shown impact, as measured by one of the many indicators (see annex B). Getting the awards fees was
important to the implementer and thus led to developing aternative methods of TA to propagate
observable impacts. However, as the LGPP mid-term eva uation noted, project emphasis was more on the
development and dissemination of best practices, tools and methods, and less on achieving rea changein
the municipdities themselves (this is borne out by the one 10-city survey of impact undertaken during the
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project).”® In fact, little is known about the real impact on either project or other cities other than that
project cities did or did not use a project tool or method.

LGPP employed a number of other mechanisms to spread the impact to more gminas. A large investment
of time and money was expended on a newd etter, website, written documentation of best practices,
newspaper articles, TV programs, and inserts to the monthly local government magazine.

Although the reach of these dissemination tools appears to have been quite broad (for example, the

newsl etter was mailed to 1,200 subscribers and the website recorded hundreds of hits monthly), the MSI
team has found that the impact of this effort was partial. The dissemination activity appears to have made
LGPP and some new technical concepts very well known, but municipalities do not appear generaly to
have adopted new governance or management practices as follow-on to the newly acquired knowledge.

The exception appears to be the 8 LG conferences, which drew an average of approximately 100
participants and were generaly well received. The face-to-face experience alowed for networking and
comparing of experiences among municipa staff and officials. Another 400 gminas were touched through
conferences, but it is difficult to find direct evidence that dissemination tools resulted in direct impact on
how and what agminadid. Again, it isdifficult to relate direct impacts to conferences, dthough a study
by USAID indicated that gminas learn more from contacts with each other than through manuals,
publications or other sources of information. Interviews conducted for this assessment deliver a mixture
of confirmations of this phenomenon along with instances in which such diffusion of information does
not appear to have happened at al.

The spread effect, or general impact of LGPP on gminas was not a function of the technical assistance or
even necessarily the publicity and information the project generated. Most important to spreading use of
new methods were outside forces and incentives that followed, both legal and financial, such as bank
requirements for lending to municipalities, and EU requirements to access regiond funds. Out of 2,400
gminas, project activities only directly touched a very small number, but over time, cities matured, and
perceived the need to employ new measures to meet new external challenges.

4.2.4. Nationwide Policy Impact

Policy impact was not a direct objective of LGPP for reasons cited previoudy. Policy issues were mainly
developed through the parallel IMAC project. Aswas noted previoudy, the design of LGPP was
influenced by a change in attitude towards decentralization on the part of the central government, and a
desire to consolidate the gains and reforms that had been established, and enable local government to
meet their new obligations and responsibilities.**

425, Sustainability of the Project

Sustainability of project elements was an important consideration in the LGPP goals and its design.
Severa intervention methods were intended to lead to the desired result of creation of a sustainable base
for support to local governments after USAID’ s departure from Poland.

Devel opment of an expert consultant corps and local organizations to support local governments

40" According to the mid-term evaluation a survey of 10 project cities revealed that while cities had adopted new
tools or approaches promoted by L GPP, citizens did not perceive any notable improvement or changes in services or
municipal functioning.

1 The mid-term eval uation notes that USAID’ s original project design included work on policy reform, but that the
poor performance by the implementer led them to alter their expectations
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Over 70 subcontracts were issued for technical assistance, training, or other project activities. Many
consultants provided good services under clear and tight TORs, some were not good and did not provide
good services and were replaced. Consultant groups and individuals grestly expanded their ability to work
with local governments on particular issues, learned new methodol ogies (some of which they use till,
some of which they have abandoned as not well adapted) and gained experience operating in the market
place. The knowledge and overall capacity level of local government expertise in Poland clearly benefited
from the LGPP program. Some 50 consultants were usad in addition to project staff, in one or more
aspects of local government practices.

The training provided to groups of potential consultantsin financial management* was of high quality
and insured that the quality of assistance would be of an acceptable standard.** Many consultants trained
or hired by LGPP are still actively engaged in some aspect of local government support, and are
contributing in an indirect way to the sustainability of the project efforts. Some, but not many, of these are
consulting directly to cities, and far more are engaged through recent donor programs. Unfortunately,
cities still lack sufficient resources and financing opportunities to provide alevel of effective demand
adequate to meet the newly expanded supply of assistance providers. A number of consultant firms
disappeared, unable to survive in business without donor programs, and unable to get contracts from
gminas. There has definitely been a shakedown in the sector as the supply contracts to meet effective
demand. Only in the last 2 years, with EU accession imminent, has the demand for some relatively
specialized services expanded, in particular for financial analyses necessary for EU grants and bank loans,
and the development of economic strategies. Although the assumptions about demand for consultants
were not correct, there has been a demonstrable and sustainable impact of this project component.

Fifty-eight grants were awarded to fifty-four organizations (consultants, universities, NGOs, loca
governments) for projects related to the objectives of LGPP (technical assistance to gminas as well as
institutional development and training). Although some of the grants were for substantial amounts, there
does not appear to have been much impact on achieving the two goals of this component, namely
contributing to site-specific project impact, or long term impact on the organizations involved. Nor does it
appear to have contributed substantially to sustainability of project efforts. ** Grants were for the most
part one-off with no follow up, and grant projects were undertaken in avoid, completely unrelated to any
other aspects of LGPP or to work occurring in LGPP project cities.*® This was due to the late start in
implementing assistance to project cities, resulting in a disconnect between the two project components.*

According to the ingtitutions interviewed, the grants appeared to have little impact on the sustainability of
organizations' commitment to support to local government. Those who focused on loca government
continued to do so, within the limits of funding available, and some organizations continue to work
directly with and for local government, supported by the progressively fewer donors around who funded

“2 1 order to spread impact beyond the 46 target cities, LGPP trained consultants to deliver aset of financial
management tools, certified them as consultants, and then offered cost-shared TA to interested cities. The cities
effectively hired the consultants with LGPP paying half the cost.

3 There was a double incentive to consultant participants; in addition to being trained, they potentially would be
hired by gminasunder the cost share program. Feedback indicates that most of the technical assistance provided by
trainees was of good quality, but the label “certified” seemsto have lost cache after the end of the project, and
trainees compete for work on an equal footing with everyone else.

4 Thisis ageneralization, and like most generalizations there are exceptions, for example the Polish American
Foundation, and the Associations of municipalities that received grants.

“5 Requiring grantees to attend a course in grants management and eval uation generated a certain amount of ill will.
46 A USAID informant reports that stronger support to the projects could have been gained by tying grants to
support to LGPP work in partner gminasor through grants to promote L GPP tools, but that this would have meant
postponing start up until such tools were devel oped.
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such activities. The grants program was cut in half during the second part of the project as resources were
reallocated to impact more gminas, to the disappointment of the grant recipient organizations. Priorities
and technical approaches of currently active donors (especialy the EU and the World Bank) appear to
carry notable weight among Polish citiestoday. Grantees (many of them NGOs) find that they are
competing against contractors for the same scarce resources.

Devel opment of accessible tools and documents

A number of institutions that were associated with LGPP as implementers continue to use materials
developed by LGPP, athough other tools are available now as well. World Bank currently promotes the
financial model in their current project, as do most other consultants operating in the financial sphere.

The battery of manuals, books and documents cataloging L GPP tools and information were meant to
serve as an ingtitutionalized means for local governments to access information they needed to implement
LGPP practices at their own pace, and to provide aready “toolkit” for advisors and institutions at the
termination of the project. LGPP produced fifteen books on different topics (see Annex B). Aswe have
noted, these products varied in technical quality. The series on loca finance was estimated to be of high
quality and has been used by many consultants. LGPP distributed the books and other manuals to
participating municipalities. Their publisher also sold the books; he estimates that he sold half of the
volumes that L GPP did not distribute. *” The books appear to have been a good L GPP investment, but
better quality control would have greatly improved their value.

The mid-term evaluation strongly recommended that a clear method was needed to assure the desired
post-project dissemination of documents and methods. A full set of project manuals and documents were
lodged with five ingtitutions (four university schools of public administration and the FSLD) in the hopes
that these ingtitutions would continue to publicize and use them. However, afull-fledged effort to assure
the publicity and availability of the documents was not developed during the life of the project, and no
formal arrangement was set up with the ingtitutions themselves, specifying expectations or
requirements,*® due to legal problems surrounding a grant for this purpose.

As areault, efforts to continue outreach were not stimulated, as no organizational interests were served by
such an effort. *° It does not appear that these ingtitutions have provided any effective publicity to local
governments about the documents, as respondents questioned did not know where to find LGPP
documents, and cities indicated that they look to the powiatsor municipa associations for information
and documentation, rather than to these organizations. Sustainability of dissemination is a difficult
problem to solve at the end of a project, especialy when the donor is no longer present, and this solution
does not appear to have been notably more successful than most others. As aresult, potential impact of
project tools and documents was far less than desired.

4.3 Program Impact: Summary

If we take an “ambitious’ perspective toward LGPP s intended impact (and arguably we should, given
that it featured quite intense levels of inputs and activity), we derive a mixed, and not particularly

47 While acommercial failurefor the publisher, according to his own account, LGPP should be credited with
attempting to find a creative way to subsidize technical materials for which the audience is limited.

48 A Letter of Agreement was signed with each institution

%9 The oneinstitution of the five that was interviewed noted that the implementing contractor “dumped” numerous
unsorted and unlabel ed boxes of documents and project papers at their office, and these remain to this day where
they were left off.
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impressive, set of impacts from the project. Direct TA to gminas, in particular, appearsto have had
largely indirect, subtle results on how cities actualy do their work. Instances of observable impact on
city practices tend to fall into two categories:
1. Larger citieswith relatively high levels of organizational resources, where interviewees often
noted that innovations likely would have taken place in the absence of USAID assistance, or
2. Smdler and medium-sized cities which often “learned alot” from the TA but in recent years
have lacked either the economic incentive or the resources to put the learning into sustained
practice.

Because the incentive structure surrounding the cost-sharing program, conducted late in LGPP's project
period, was more favorable to cities' active engagement, it appears to have proved more successful, with
more readily observable and more lasting results. Impact on cities not directly receiving technical
assistance is very indirect; athough the genera consensus from respondents is that the project heightened
awareness of management issues.

Development of a substantial group of technically competent and organizationally viable Polish groups
and individuals who could provide market-based TA to cities brought a more positive result, but still with
amixed picture. The knowledge and overal capacity level of local government expertise in Poland
clearly benefited from the USAID program. But arguably USAID assistance stopped too soon: cities
lacked sufficient resources and financing opportunities to provide aleve of effective demand adequate to
meet the newly expanded supply of assistance providers. In this respect, the assumptions of program
designers about the ability to create effective demand were overly optimistic. Only in the last couple of
years, with active engagement in Poland by donors succeeding USAID’ s departure, has demand for some,
relatively specialized services expanded.

Finaly, the substantial L GPP efforts at dissemination of knowledge, practices and information have
proved only partialy successful. While some aspects of this component, such as the technical book series

and the major conferences, were of high quality, there was no long-term plan for sustainable
dissemination.

4.4 Discussion of Basic | ssues

The Scope of Work identifies four areas of analysis of issues basic to project design and implementation.
The following comments are offered in response to the questions posed.

4.4.1 The qudity and appropriateness of the approaches and techniques

Undoubtedly, the project was too large, with too many project cities, and too many components.
The complexity made it difficult to manage the required regional offices, and a large number of
staff and organizations al focused on achieving specified results within far too short atime
period. Arguably, neither the size nor the number of project cities have significantly contributed
to national impact or project success, and may well have diluted the potential successes of a more
focused project. Potentially, fewer and better-selected cities would have led to more impact in
project cities.

Free technical assistance on issues and practices identified by the donor was not the most
successful methodology; more successful was a competitive selection process, coupled with cost
sharing. Together, these latter two approaches ensured that cities were interested and committed
and prepared.
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4.4.2

4.4.3

Certain practices were difficult for cities to learn or apply and cities had very limited funds to pay
for consultant assistance then and now. This has restricted spread effect.

Focused training followed by limited TA appears to have been a successful approach, when used
with competitively selected cities.

Techniques — such as financial management processes —were well defined, and the tools had
been well developed, and well suited to gmina needs. Other areas of technical focus were less
appropriate, such as task based budgeting, housing, and integrated strategic planning.

Project design and implementation did not take into account the need to integrate one technique
with ancther in a given city.

Outreach and dissemination tools such as publications, although of high quality, may not have
been justifiable as an approach to spread impact, given the low observable payoff. A more
selective approach focusing on what local organizations could promote after project closeout
might have worked better.

Role of loca organizations in development of approaches

Indirectly, municipa associations wereinvolved in deciding what approaches and techniques
were useful to cities. However, the implementing organizations and consultants were not directly
involved in the design of the instruments or method of application or their adaptation to particular
gminas needs.

Local consultant organizations were hired to follow a specified scope of work and implement a
template prepared — without local consultation — by expatriate consultants. While this
standardized approach permitted the dissemination of the tools that had been designed by the
project, it did not allow for any adaptation to individual needs of gminas. A cookie-cuitter,
externaly imposed approach generaly only is successful when the conditions are smilar and the
solutions the same and clear for all.

USAID and US expatriate advisors determined the approaches that were relevant. Thisled to
problems because expatriate staff were not sufficiently familiar with the context and needs of
gminas, and could not properly assess the capacity of gminasto understand and absorb the
information. Gminas aso had no incentive to take “ownership” of approaches that expatriate
advisors formulated.

Demand for techniques and approaches devel oped

During the life of the project, there was considerable variation among project cities in the
desire for assistance, and demand for technical assistance. This was due mainly to the attitude
of the respective city towards the relevance of what was offered. Clearly, this was different
when a competitive selection process was instigated.

Some of the concerns of LGPP were not high priority concerns of gminas during the life of
the project. Interest had been aroused by a change in conditions or necessity to deal with new
priorities. .

Following project termination, demand, as expressed in use of consultants, has not been high
for most project approaches. Those services in demand are financial analysis, economic
development planning, assistance in corporatization of communal services and assets, and
preparation of infrastructure loans. These techniques assist the cities to access direct benefits
and correspond to current external demands.

Small cities find consultant assistance unaffordable. There may be interest, but not effective
demand.
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444 Rode-played by the political environment on development of approaches and techniques for Local
Governance

The political environment of the late 1990's was a critical element in the design of the
project. The heavy focus on city management issues was only possible because the legal and
regulatory framework was aready highly advanced and cities had both new authority and
money.

The 1998 reorganization into three levels of government made it even more important for
sub-nationa entities to understand how to manage new responsibilities.

Relatively positive macroeconomic conditions in the late 1990s may have led to an
overestimation of how responsive gminas could be to the opportunities presented by market-
based assistance, but by the end of the decade the economy was not good.

Privatization and the need to develop new ways of financing services became a strong
impulse for adoption of new practices as the economy began to recover and the impact of
European integration began to manifest itself.

External factors can be critical elementsin getting impact. The municipal finance market and
EU accession, both factors external to LGPP and to the legal and regulatory framework, have
been instrumentd in stimulating current demand.

445 USAID Processes

The use of a performance-based contracting provided both benefits and challenges. When the
contractor’sinitial approach to working with project cities proved less than successful, new
methods were devised to make the process work. However, the fee awards indicators were
imperfect (they werealready revised after the first year) and didn’t really measure impact of
the project assistance; they measured institutional adoption of a practice but not its result. It is
guestionable whether a performance-based contract is well adapted to the type of project
where results are so difficult to measure. *° No other USAID local government project has
used this contracting mechanism. **

The very size of the project: made it impressive and important, but also unwieldy. Thereisa
definite limit to the absorptive capacity of ingtitutions, particularly over a short time period.
The amount of assistance, which was a function of the money available, was more than
project targets were able to use.

Results were expected within three years. Due to a contract protest and a difficult first year on
the ground, real implementation time was shorter then planned. The expectation that
significant change could be effected in alarge number of municipdities and that significant
impact would take place in such a short time period was over-ambitious and unrealistic.
Better results in project cities might have been obtained, had the consultant been given the
opportunity to build up the program gradually, and devel op good working models.

Some poor initial choices of cities were made, due to political interests of those involved in
the process.

Project design took place in 1997. Project assumptions made long before project
implementation need revalidation.

%0 The problem of the performance-based contract is discussed in detail in the mid-term report. The evaluation team
did not delve deeply into this problem with the contractor or with USAID.

°! The contractor in particular believed that the way the contract was written generated many problems both in
implementation and impact. The mid-term evaluation findsfault with the performance based contract, stating that it
skewed L OE and staff time towards the components with the largest rewards, regardless of the potential for impact.
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5.0 Conclusions

5.1. Review of Project Goals

We derive anaytica conclusions from the observations presented on the preceding pages. Asnoted in
the description of the assessment methodology, we refrain at this point from offering program
recommendations, because these are to be developed from the forthcoming cross-national synthesis.
Instead, we present the following summary points as they relate to the evauation goals.

5.1.1. Determine the impact of USAID sponsored local government activities on the management
capacity of local government

In some respects, longer-term impacts on gmina and private sector technical capacity are only coming to
fruition now, as expanded flows of (non-USAID) donor resources are being made available to cities that
can successfully apply for assistance from the EU or World Bank. Effective demand among cities was
very low immediately after the USAID program terminated, but it appears to be growing in response to
this changed environment.

The exposure of people to new ideas, of expanded awareness, and of a renewed sense of how loca
problems can be solved — these are phenomena difficult to measure, much less to weigh into an overall
equation of program impact. The educative and “awareness-expansion” effect of the USAID program is
readily evident. With the absorptive constraints and competing donor efforts we have cited, however, we
must conclude that the impact of these activities, important as they are, islargely subterranean. In
addition, since LGPP was arelatively intense “shot” of technical assistance and training over afairly
short period, the result, arguably, has been that the human capital base for local government was made
more ready, with USAID’ s help, to engage with non-USAID donor partners in opportunities that have
come as a postiude to USAID involvement in Poland.

The design of LGPP was over-ambitious in its expected results, given the actua level of technical
capacity among cities and some assisting organizations. In addition, relatively positive macroeconomic
conditions in the late 1990s may have led to an overestimation of how responsive gminas would be to the
opportunities presented by market-based assistance. The short time period for the project left little time
for implementation breskdowns. As noted in MSI’ s interim evaluation of LGPP and confirmed in our
interviews, implementation for the first 12-18 months suffered significant setbacks. Thisledto awider
gap between expected results and mid-term achievement. It appears that L GPP moved very fast in many
respects after the first 12 months, but the environment in Polish municipalities still was not as receptive to
technical assistance as envisioned in the original design.

5.1.2. Examine influence of national political environment on local governance activities

Local government in Poland had been transformed by legislation passed over the previous ten
years. The new responsibilities and authorities meant that gminas had substantial independence.
The period of LGPP saw at least one more mgjor change to the system that required a shift in
project resources and endeavors. The years 1998-2001 were not considered “reformist” but there
were many initiatives that still had not been absorbed by local government and where the central
government was still making adjustments. Generally, these affected the finances of local
government, and the shifts in flows of funds. These decisions were external to the project but had
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an effect on the ability of gminasto undertake spending, and aso affected their interest in new
approaches to investments, revenues and expenditures.

5.1.3 Determine the impact of loca government activities on the process of decentralization and
enhanced local governance

The decentralization process was well underway during the period of the LGPP project. The intent of the
project was to reinforce the new system that had been put in place. In this respect, Poland, like most other
transitional countries, lacked the experience and capacity at the local level to meet the challenges and
responsibilities that were progressively and rapidly alocated to it after 1991. While decentralization
occurred faster in Poland than in other transitional countries, the learning curve for Polish local officias
was no different than in other countries—they merely had a head start. Local governmentsin Poland had
demanded — and won — increased authority and responsibilities, but many still did not know how to
approach, or have the resources to meet their new responsibilities.® LGPP contributed to enhancing their
ability to provide good management and carry out the demands of a decentralized system.

5.2. Review of Lessons L earned

This section draws upon observations by the assessment team as applied to the specific Scope of Work
design questions.

5.2.1. How can USAID and its partners design useful, desired and affordabl e approaches?

Although USAID attempted to involve cities and municipal organizations in the design phase, in
fact, the primary design came from the PFilot Project implementers and USAID, and was heavily
influenced by their perceptions and their self-interest in promoting project past successes. USAID
would be better served by bringing in outside advisors who can work independently — and in a
structured process of stakeholder consultations — to determine needs and interests free from issues
of conflict-of -interest with an existing project or implementer.

USAID should be mindful that its perceptions of what is“needed” may be colored by its own
institutional imperatives and political requirements. Some of these may not be relevant to
assistance recipients, or not relevant at that particular point in time.

Local interest in approaches and techniques will inevitably focus on solving immediate problems
with existing resources, and not on the long term. A democratically elected local government also
affects the way a mayor thinks. Some mayors are far-sighted enough to think about the long
term, but many will respond to what is possible and needed now, and what short-term
achievements are most likely to propd their re-election.

Bigger is not better. Relevance and timeliness are more important.

5.2.2 What are the most effective ways in which to involve loca organizations in the development and
implementation of local government activities?

Local organizations should be used as implementers only when and if they possess sufficient
experience and qualifications. If they are unqualified, the project and intended beneficiaries will
suffer.

52 Aswe have indicated elsewherein this report, USAID underestimated the capacity and knowledge base at the
local level.
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Competitive selection of local implementers — based on professiona quality aswell ascost—isa
useful tool to find the most qualified and interested groups.

Loca staff and structured stakeholder participation should be included in design of instruments
and techniques.

Training of implementers is useful if appropriate supervision, mentoring or feedback followsit.
Sustainability of local organizations depends on viable demand. Demand can be donor-driven and
financed, or it can be market driven (meaning that someone can pay for it). Loca organizations
and consulting businesses will only be sustainable if they can match a product to the demand.
Many donor programs offer products that are not market demand driven, and will not be
sustainable when offered by consultants operating in the market economy. Project effortsto
develop consultant sustainability should rest on a hard analysis of what is marketable.

Should USAID task the implementer with creating and implementing approachesin acertain
number of local governments or with developing approaches and techniques that will be
demanded by loca governments?

There are already a number of tools and approaches. USAID is best served by requiring the
implementer to select those that meet the demands and priorities of local governments and to
adapt them to local requirements. Experience shows that approaches that are not desired and
highly relevant will not be implemented.

The LGPP project did not achieve more impact by working in more cities. More important is that
the approach is highly relevant to many local governments' needs, and can be easily adopted
without technical assistance.

How can USAID activities have the greatest impact on enhancing decentralization and improving
local governance nationwide?

In the case of Poland, helping local governments to better use their new powers was the
appropriate approach to decentralization.
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1.0 INTRODUCTION

1.1 Context of Assessment

This report conveys the results of the Romania component of USAID’s Bureau for Europe and Eurasia's
(USAID/EE) four-country assessment of local government programs. Other countries included in the
assessment are Ukraine, Poland, and Albania. The core analytical product of the assessment, a cross-
national synthesis, will be produced when data collection and analysis are completed for all four
countries.

As stated in the Terms of Reference for this assignment:

“Over the pagt ten years, USAID has supported numerous local government activities in countries
throughout the Europe and Eurasiaregion. From the early days of transition, USAID has redlized that
support for decentralization and improved local governance would provide key assistance to reformers
interested in bresking down the centralized communist system and demonstrating that transition could
W05r£< and serve the people. More effective local governments can show citizens that transition can pay
off>°.”

This assessment has been carried out to describe the impact of USAID’ s targeted programs, to determine
whether the impact of these interventions has led to more effective local governments. Through an
assessment of the impact of specific local government activities sponsored by USAID’s Bureau for
Europe and Eurasia, the M S| assessment team presents its findings.

The M S| assessment team has carried out this assessment in such away asto be as responsive as possible
to the stated goals of the assessment task order, to:
Determine the impact of USAID-sponsored local government activities on the management
capacity of local governments in the four countries;
Examine the influence of the national political environment on the adoption of the USAID-
sponsored local government activities; and to
Determine the impact of the local government activities on the process of decentralization and
enhanced local governance.

1.2 Structure of Report

Section 2 describes the overal methodologica approach that the MSI assessment team employed in this
assgnment. The specific design of the analysis and assessment is discussed, and its relevance to this
country’s local governance context, political and cultural environment, and to the character of the data
that was available and accessible.

Section 3 provides an overview both of the present character and recent history of local government in
Romania and of USAID’s urban programs. A particular emphasis has been placed on those programs
carried out within the past five years, for which reliable data is more available.

53 Extract from Statement of Work (SOW) from RFP M/OP 2002-001594: Assessment of Local Government
Programs, Section I, Background - page 2
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Section 4 presents the M Sl assessment team'’ s key findings, starting with an articulation of the most
important assumptions discerned by the team that were made by USAID when designing and
implementing the interventions intended to encourage more effective, responsive, and transparent local
governance. Each assumption is analyzed. The specific impacts of USAID’s programs are then
reviewed, followed by a discussion of the basic issues that pertain to the intervention — quality,
appropriateness, degree of loca participation, the level of demand for techniques developed, and the
constraints or opportunities that arose from the political environment.

Finaly, Section 5 summarizes the conclusions, first by considering the three critical project goas (impact
on local government management capacity, influence of the national political environment, and the
impact on decentralization). Section 5 concludes with a summary of the important lessons learned,
gleaned from the assessment of the recent history of local government interventions by USAID.

The report also contains several annexes, with a copy of the scope of this assessment assignment, details

of program activities, data collection protocols, alist of al persons interviewed, and a bibliography of
documents used in this assessment.

1.3 Acknowledgements

We wish to express our gratitude to al our interview sources who graciously offered their time and
thought in our discussions, and to Michael Keshishian of EE/LG for his kind and consistent support.




2.0 Assessment M ethodology and Team Composition

2.1 Overall Approach

In accordance with the multi-country assessment’s Scope of Work,>* M S| focused its attention on four
basic issues of local government assistance in Romania:

5. The quality and appropriateness of the approaches and techniques developed and
delivered;

6. Therole of locd organizations in the development of approaches and techniques,

7. The demand for techniques and approaches devel oped; and

8. Therole played by the political environment on the development of approaches and
techniques for local governments.

2.2 Design

The design for this assessment is an ex-post, multi-site, comparative case study. Classicaly, to assess
program impact evaluators look for data collection and analysis arrangements, which allow for systematic
comparison of conditions with and without the program intervention. This may be carried out through
various means, such as before-after comparisons or cross-sectional comparison of similar units within a
target population that either (a) underwent program assistance or (b) did not. Since this assessment’s
approach, as specified in the Statement of Work, is essentialy retrospective (“ex-post”), no opportunity
was available to identify comparison groups as part of actua program design or implementation. Instead,
elements for comparison of program “treatment” and non-“treatment” have been incorporated where
feasible within the practical and budget constraints of the assessment. For example, the team held
interviews with officials from cities with heavy involvement with the USAID program as well as with
those from cities that experienced little or no such involvement. Units of analysis include each of the four
USAID loca government program and the various projects as described in Section 3 and Annex B below,
as well as specific LGUSs, central governments, implementing organizations, local partner organizations
and individuals.

The assessmert is “multi-site” because in each country it incorporates data collected from a carefully
selected sample of LGUSs, as well as central government officials, USAID loca government advisors and
managers, representatives of US-based and locally-based implementing organizations, subcontractors,
nongovernmental organizations, academic ingtitutions and think tanks.

Available resources (especially the ex-post character of the assessment and limited data collectiontimein
the field) prohibited extensive primary surveys. Instead, reliability of findings was supported by a
modified “bracketing” approach to sampling, in which the relatively “extreme” itemsin arelevant
population are sampled along with items that would be expected to be more typical of the group at large.
The in-depth interviews, which constituted the major source of primary data, allowed the team to reach a
level of consensus and confidence, after considerable initial exploration in each country, about what sites

54 See Annex A.
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would serve as good bracketed sample sites.> Within the bracketing, criteria for sampling interviewees
included:

= Program relevance: The team strived to collect data about interventions that involved major
aspects of the program, readily associated with either the documented objectives of the program
or smply with notable outcomes (positive or negative). Suggestions from knowledgeable
individuals, with various organizational affiliations, were essential for ensuring the relevance of
data collection.

. Quality of available knowledge: We worked hard to ensure that the people we might interview at
asite would be able to report to us based directly upon their own experience and awareness. This
required rather detailed advance communications with prospective data collection sites.

. Representativeness: The team sought a balanced representation of key elements in the program,
such as sub-sectoral components (e.g., local economic development, strategic and financia
management, capital improvement planning and finance, municipa service delivery, and public
relationg/citizen participation). In addition, we selected sites to provide diversity that would
accurately depict the diversity in program implementation and impact. We did this by seeking
representative coverage of:

0 Geographical areas of intervention;

0 Sites noted by early interview sources as having been “successful” or “unsuccessful”;

0 Siteswith varying levels or intensities of USAID program assistance (i.e., LGUs with
high levels of assistance, low levels of assistance, and a few which, at least initially, were
reported to have experienced no USAID local government assistance at al).

= Logigtica practicality: Finaly, MSI balanced the above criteria with the need to compl ete data
collection in a manner that made best use of available data cdlection time and travel resources.
These required, for example, detailed scheduling and coordination of in-country travel by each
country team.

Clearly, the assessment team was not able to collect comprehensive data that would fully meet each of
these criteria. Each M S| country team consulted closaly with USAID local government staff, local
experts and others knowledgeable of the USAID program and the decentralization environment in order
to arrive at data collection decisions that were cognizant of the design tradeoffs associated with them.

Finaly, this assessment is “comparative” in two ways. First, within each country program it compares
program assumptions, implementation approaches and observable impacts across assisted cities, across
projects, and across central government policy environments. Each country report summarizes these
comparisons in sections of text addressing (@) design and implementation assumptions and (b) program
impacts.

This approach carries with it some identifiable limitations:

4. With the ex-post structure to the design, causal attribution in this assessment, as in most such
reviews, is not straightforward. The team took care to develop “before-after” and “with-without
treatment” comparisons as we were able. In many instances, of course, viable comparisons of
this kind are not possible on an ex-post basis. It is not possible, obviously, for the assessment
team to “rewind history” in order to observe impacts in a reconstructed before-after comparison.
Similarly, the passage of time since the program intervention allows for aternative factors, such
as socioeconomic developments in municipalities and more recent technical assistance provided

%5 On the methodology of qualitative interviewing to gather perspectives and generate recommendations, see
Conducting Key Informant Interviews, USAID/CDIE Performance Monitoring and Evaluation TIPS Number 2
(1996).
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since the close of the USAID program, to distort causal analysis. The MS| team has dedlt with
such challenges by structuring its samples for data collection as described above, and by utilizing
semi-structured interviews which alowed for adaptation to a respondent’s level of knowledge.

5. Reliability and balance in the resulting samples of interviews and documents used in the
assessment call for careful review and assessment. MS| recognizes that there will likely aways
be at least one more interview that might add analytical weight or descriptive texture to an
assessment. Data collection was conducted under resource limitations: Each country team was
not large (three or four expatriate and local specialists, assisted by interpreters and logistical
experts as needed) engaged in data collection for two to three weeks. In this case, weinvite
reviewers to peruse the Annexes to this report describing persons contacted and data collection
protocols, and to consider the extent to which MSI’ s resulting findings and conclusions may be
misleading.

6. Quality control to support data collection and analysisin ardatively complex, quaitative study
of thiskind can be difficult. A more quantitative approach to the assessment (utilizing sample
surveys, for example) was judged by M S| to be inappropriate and likely wasteful of USAID
resources, given the retrospective assessment questions. In addition, the analytical subtleties of
probing historical program experience to derive key linkages between program design and impact
are not well suited to quantitative methods of data collection. In the end, the analyses produced
by the M S| team are supported by (&) an assessment design geared closely to the key evauative
questions asked in the assessment statement of work; (b) a sample of interviews and analyzed
documents that is driven by the assessment questions and made public in the final reports; and (c)
ateam approach to analysis and reporting, which counters the emergence of insufficiently
grounded reporting in fina products.

Two elements of the assessment’s design, identified in the SOW and discussions with USAID/EE, aso
should be noted. Firgt, at EE’s suggestion M S| has generally not probed deeply into the impact of
USAID work with associations of loca governments or local government professionals. Thistopic is not
considered a priority area of substance for the current assessment. In each country assessment, the roles
of such associations are discussed, often because it would not be possible to present an accurate, coherent
picture of the country program without doing so. At the same time, the assessment team generaly has
taken a“minimalist” approach to the roles of associations.

Second, for reasons of simple efficiency, MSl has taken into account the substance of recent relevant
assessments or evaluations, and has made minor design adjustments as needed. Similarly, because EE
carried out a 2002 review of loca government training programs in severa countries of the region, this
assessment recognizes training as major parts of the country programs but takes care not to be repetitive
of the precursing effort.

Aspects of the Romania assessment: After initial document review, logistical preparations and interviews
with knowledgeable sources in the US, in-country data collection for the Romania country assessment
took place during 3 weeksin May of 2003. A tota of 49 interviews were conducted. Nine LGUs (cities
or judets) were persondly visited, and officials representing two others were interviewed in Bucharest.
Severa additiona interviewees from associations also had extensive experience as loca officias.

2.3 Analysis

A “synthesis and dialogue” technique was used in analyzing collected data. Key documents and
interview write-ups were shared among members of the assessment team, and team members were
expected to read and absorb this material. For one and one-half days before the in-country component of
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the assessment was completed, the Team Leader and all three of the local government specialists met to
systematically develop preliminary findings and conclusions. This was a rather intense, demanding
Session, since integration across experiences from many diverse settings was needed, and a consensus had
to be developed on significant observations. In the end, a summary of these findings was devel oped,
which served as a primary source for thisreport. Preliminary briefings to the USAID loca government
team (except in Poland, where the USAID program had ended) also helped to validate and refine the
team’ sanalyses.

2.4 Reporting

Each country assessment is considered a piece of the larger synthesis. The synthesis, in turn, is
considered the core product of the overall assessment. Action recommendations are properly addressed to
the organization requesting this assessment; in this case this organization isEE/LG in
USAID/Washington. Based on discussion with EE/LG, MSI has determined to refrain from formal
program recommendations until the four-country synthesis report is delivered to EE/LG. Since the
substantive focus of EE’'s assessment is on desigh and implementation lessons to be learned from
systematic comparison across country program experiences, recommendations are thought to be
premature until data are collected and analyzed from all the relevant country studies. Therefore this
country assessment features presentation of background, findings, and conclusions, but no
recommendations.

2.5 Team Composition

MSI’s Romania assessment team consisted of James Fremming (Team Leader); Michael Lippe (Senior
Democracy and Governance Analyst); Gabriela Matei (Romanian Local Democracy and Governance
Analyst); and Afrodita Popa (Romanian Local Democracy and Governance Analyst). Both Ms. Matei
and Ms. Popa have extensive persond familiarity with local governance in the Romanian context. The
team was ably supported by Ms. Ruxandra Dicu, logistical specidist, and several local interpreters.
Stephen Schwenke was the Home Office Technical Director at MSI, and Dennis Marotta was the Home
Office Project Manager.




3.0 Program Background

3.1 Local Government Context

Romania, like other countries in Eastern and Central Europe, has gone through dramatic changes since the
death of the former leader Nicolae Ceausescu in 1989, the downfall of the communist regime, and the
promulgation of the new congtitution in 1991. These changes have been keenly felt at the locdl level in
the representative bodies that make up loca government and in the path that decentralization has taken.

The new 1991 constitution strongly enshrined the place of local government in Romania' s administrative
structure. It returned Romania to the position that it had between the two world wars, prior to the forty
plus years of communist rule. This structure had been modeled on the French system, and even included
arole at thelocal level for the central government prefect.

The 1991 Law on Local Public Administration established atwo-tier system of counties (judets) and
localities (municipalities, towns, and communes)®, but the first elected central government only moved
dowly to enact legidation that would make these localities stronger and more independent. In 1993,
Parliament enacted the Law on Loca Taxes, which permitted loca authorities to have their own taxing
powers, including property taxes, which became over time a major source of local government revenue.

It was at about this time that USAID began itsfirst initiatives to support local governance and
decentralization (see section 3.2 below). However, the legacy of communist centralized rule, athin layer
of trained administrators and managers, perhaps alingering fear of what real decentralization might mean,
and the sweeping changes that needed to be made at the central level combined to dull the promise of
decentralization during the first five years of the post-communist nation.

In 1996 anew codlition of political parties, strongly committed to strengthening local government and
pursuing decentralization was elected. USAID was able to respond quickly to this new opportunity,
providing specialized assistance that led directly to the adoption by the national legidature of the Law on
Local Public Finance in 1998>".

Earlier and rather timid efforts at decentralization were replaced with a serious commitment that all
external donors embraced. This new law fundamentally changed the playing field upon which local
government responsibilities were to be exercised. Nevertheless, athough the tempo of efforts at
decentralization increased, the effectiveness of the central government in implementation was less
successful. From this point forward, however, the die was cast in favor of decentralization.

%6 Romania has 41 counties (including the General Municipal Council of Bucharest), 79 municipalities, 182 towns
and 2,682 communes.

57 The World Bank, in its June 2001 report, Romania Local Social Study Service Delivery Study, characterized the
new law as follows (Volume 2, pp 2): “In October 1998, Romania’s Parliament passed a new Law on Local Public
Finance which provided for a significant restructuring of fiscal authority of public service provision. This
development has had far-reaching consequences. The Law fundamentally changed local public administration in
Romania by expanding local authority in the establishment of expenditure priorities, the approval of investments,
long-term budgeting, accessto credit from the internal or external capital markets, and assessing and collecting
revenues from local taxes and fees. The new Law transfers authority for the financing of aspects of many social
services, including education, social assistance, and social services such as housing and community servicesto local
governments. The Law, together with companion legislation on ownership of public property, strengthened the fiscal
basis of the subnational governments, through increasesin their shares of taxes and fees, and new provisionsto
increase their revenue raising and borrowing capacities.”
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Romania s goa to join the European Union aso has been an important driver for the strengthening of
local government. It has become increasingly clear that the path to EU accession lies through having a
more effective public administration, at both the central and local levels. The EU, joined by the World
Bank, has signaled that having an effective and working decentralization policy in place that complied
with EU requirements was essential to Romania s effort toward accession, now scheduled for 2007.

Following eections in 2000, and a return to power of the pre-1996 coalition, led by the Sociad Democratic
Party, the situation with regard to decentralization has become more opague. The question is no longer
whether there will be decentralization, but whether it will be effective, whether larger cities that have
remained under the control of the opposition will be alowed to participate in the shaping of the system,
whether funding will be available to the local authorities to do what has been mandated to them to do, and
what the limits are to be. All sides are now attempting to work through the implications of the 1998 Law
on Loca Public Finance and to come up with a Romanian solution that answers the harder questions of
distribution of resources among regions and towns of differing relative wealth, capacities to carry out the
functions that have been devolved to the local levels (essentialy via unfunded mandates), and the political
stresses inherent in a new democracy with a number of political parties and a still strong dependency
upon the centra state.

Within this evolving and complex context, USAID has aso attempted to strengthen local government and
to foster decentralization. USAID programs are examined below.

3.2 USAID Local Government Assistance

There have been five major USAID loca government programs in Romania, beginning in 1993 and
continuing today. These programs are depicted below in the table and discussed in more detail in Annex
B. Thefirst two of these programs were managed from Washington, through Bureau central contracts,
while the third, fourth, and fifth programs have been managed directly by USAID/Bucharest. It isworth
noting that at a number of significant points during the design and implantation of these programs,
particularly between 1999 and 2003, USAID experienced gaps in staffing for the local government
programs, both internally and with its contractors. Thisis also depicted below in atable and describedin
the text.

2 MSI



321 Tableof USAID Locd Government Programsin Romania

1993 | 1994 | 1995 1996 | 1997 | 1998 | 1999 [ 2000 2001 | 2002 | 2003
LGAP I >
Municipal
Finance >
& Credit
CEEPAA
LGAP II >
GRASP | | , —1 |
1993 Law 1998 L aw
on Local 1996 Elections on Local
Taxes Public
2000
Elections

3.2.2 Locd Government Assistance Program (LGAP 1)

Thefirst USAID program was the Local Government Assistance Program (LGAP 1), carried out by the
International City/County Managers Association (ICMA). LGAP | ran from 1993 until 1996. LGAP |
was intended to encourage and support efforts to decentralize responsibility, authority and resource
management to the local government level. It paralleled similar initiatives in other Eastern European
countries, and was part of USAID’s initia efforts in the region to improve local governance and provide
assistance a the local level. ICMA provided technical assistance and training in public management
practices to improve municipa services delivery and make better use of financial resources. The
approach taken in this particular instance was to concentrate direct technical assistance on alimited
number of cities that had expressed interest in participating.

3.2.3 Municipa Finance and Credit

The second was the Municipal Finance and Credit Program, carried out by the Urban Ingtitute between
1996 and 1999 under the regional Housing and Urban Development Assistance in Central and Eastern
Europe program. This project, or perhaps more aptly speaking, series of linked activities carried out by
the Urban Institute, was undertaken in parallel with the Chemonics CEEPAA project (discussed below).
The project was organized around a series of task orders, providing more flexibility in terms of the ability
to respond quickly to perceived needs. It focused intensively at the central level of government, working
over the course of its three years within the framework of a generaly receptive coalition central
government that had come to power in 1996 with the avowed intention of supporting the decertralization
movement. The Ul consultants worked intensively with 3 local and county councils (Timisoara, Pitesti
and Congtanta) to evauate the fiscal capacity and develop financial models, then through a series of 3
workshops, models and conclusions were disseminated to a group of 15 selected Loca and County
Councils.

MS] 2



The project helped in the transition from the highly centralized system to decentralization and local
autonomy in decision-making and control of finances and accountability. The technical assistance was
oriented towards the reform of administrative rules and regulations, and the passage of key framework
legidation to implement fiscal decentralization and increase creditworthiness of communities.

3.24 Tableof USAID Loca Government Programs in Romania ~ Management Notes

1993 | 1994 | 1995 | 1996 | 1997 | 1998 [ 1999 | 2000 | 2001 | 2002 [ 2003
LGAP I >
Municipal
Finance >
& Credit
CEEPAA ]
LGAP I | >
GRASP [ — > |
: / Gap between closing of
Extended gap during CEEPAA and start of
1994 following departure LGAP I
of USPSC and arrival of
r onl aromon
! Gap between closing of
LAP I and effective start
of GRASP with a
Extended gap during 2000 permanent COP
following departure of US PSC and

arrival of next US PSC

3.25 Centra and Eastern Europe Public Administration Assistance Project (CEEPAA)

The third centrally managed project was the Central and Eastern Europe Public Administration Assistance
Project (CEEPAA), carried out by Chemonics between 1997 and 1999, in parallel with the Municipal
Finance and Credit Program.

Originally atwo-year project, CEEPAA was extended to athird year in 1998. Years 1 and 2 provided
direct technical assistance to 10 local governments, through short-term assistance. Y ear 3 extended
earlier work by disseminating best practices learned in the first two years, through a team of short-term
expatriate advisors and Romanian counterparts trained in years 1 and 2.

3.26 Loca Government Assistance Program (LGAP 1)

Research Triangle Ingtitute carried out the fourth USAID program, the Local Government Assistance
Program (LGAP 1), in two distinct parts between 1999 and 2002.

LGAP Il wasthefirst local government program to be directly contracted by the USAID mission in
Romania. It wasinitialy atwo-year effort, but was extended for athird year, with a new scope of work
following an evaluation conducted by USAID/EE. Asthe Urban Institute and Chemonics programs came
to an end in 1999, LGAP Il was intended to build upon the achievements of these programs. During the
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initial two-year period, the program was directed almost exclusively toward local government
associations and toward working with a broad array of local governments, providing general assistancein
the form of workshops and study tours. Thus, the design of this project stressed mass training efforts with
many cities — a broad, rather than focused, approach regarding the targets of intervention.

The 2000 elections resulted in a change in government. While decentralization remained a professed key
objective of the new government, there were many changes at both the central and local levelsin its
interpretation and implementation. LGAP Il included policy assistance, but it is clear from project
documents and M Sl interviews that this component was neglected during the first two years in favor of
concentrating on other issues.

During the third year (which was delayed because of contracting issues and therefore reduced to an
effective period of implementation of only about 8 months) the project’ s approach was modified to
include more central-level policy work directed toward decentralization issues. This change in emphasis
was also intended to lay a basis for follow-on work. In addition, the focus at the local level changed from
the mass delivery approach to concentrate direct technical assistance to eight selected local authorities.
The program for the first two years (1999-2000) was built around five components:

Association devel opment;
Citizen Participation / Citizen Information;

Budgeting and Public Management, including Information Technology; Municipal Finance and
Credit; and

Loca Economic Development.

As noted above, this changed during the third year to an increased emphasis on policy issues and direct
technical assistance to arelatively small number of selected cities.

3.2.7 Governance Reform and Sustainable Partnerships (GRASP)

Thefifth, and current program, Governance Reform and Sustainable Partnerships (GRASP), began in late
2002, and is implemented by Development Alternatives, Incorporated.

GRASP is only now gathering momentum, having gotten off to a slow start because of staffing issues.
Unfortunately, this resulted in a significant gap between the conclusion of LGAP Il and the red start-up
of GRASP, with a permanent chief of party.

Impressed perhaps with the success of a community oriented program that partnered Romanian entities
with American community organizations, and also seeking to reduce USAID management burdens™®,
GRASP represents a significant departure from USAID’ s approach to local government issues in the past.
Although the project will address many of the same issues that have pre-occupied local government for
the last ten years, it intends to incorporate a much greater degree of participation and planning by civil
society at the local leve to identify and then address the problems in a collaborative process guided by
GRASP specidists.

3.2.8 Other Programs and Conclusions concerning USAID Programs

In addition to these five programs, there has been one other noteworthy activity that has had significant
impacts and has provided another model for assistance to local governments. Thiswasthe IRIS
(Institutional Reform and the Informal Sector) project to reduce the burden of business regulations at the

%8 | nterviews with USAID/Romania staff members
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locd level. The IRIS impact in one town, Giurgiu, is discussed below in Annex C, along with USAID
activitiesin two other towns, Baia Mare and Focsani, both places in which there had been extensive
USAID assistance.

3.3 Conclusion

One characteristic of the Romanialocal government program isthat it is generally not lacking for variety.
Every mgjor type of intervention component has been at least present in the program at some point, and
many components have been carried out through varying designs and in complementary, parallel fashion
(asin the localized emphasis of Chemonics along with the policy focus of the Urban Institute’s project).
This alows the MSI team opportunities for “within-country” comparisons of implementation and impact
not available in al country programs.
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4.0 Key Findings

4.1 Design and I mplementation Assumptions

In this section, we discuss explicit and implicit assumptions applied in the Romanialocal government
program. Asthe MS| assessment team has proceeded in its analysis of the program’s design decisions
and the difference these have made for effective assistance, we have recognized the importance of
understanding key design and implementation assumptions as a prelude to identifying which program
approaches or techniques may have elicited more impressive impact.

In the case of USAID’sloca government program in Romania, the M S| team has observed USAID (and,
in many instances, USAID program implementers, Romanian partners and other internationa donor
organizations as well) making the assumptions described below. Before presenting this discussion, we
would like to offer these introductory comments:

Firgt, the reader is advised to note carefully that these assumptions are not methodol ogical
principles undergirding the M S| assessment, but instead are key “originating points,” if you will,
for the design and execution of the USAID programs covered in this assessment.

These assumptions have been distilled from the MS| team’ s analysis of interviews and program
documents, utilizing a comparison of the logic as expressed in these sources, supported by cross-
validation among multiple sources. Since program assumptions come in both dejureand de
facto forms (i.e., expressed in program design documents as well as being evidert through what
the program “looks like” in subsequent design revisions and implementation), the team did not
limit itself to formal and intended assumptions.

Finaly, these assumptions and their accompanying analyses are presented in the following order
only to facilitate presentation; the M S| team has not attempted to prioritize these assumptions in
order of their importance or weight in our overall analysis.

Key design assumptions may be grouped into four main themes:

Effectiveness of previous USAID assistance;

Potential for making a nation-wide impact on local government management;
Readiness of local governments to adopt new practices; and

Technical capacity of local governments and local organizations.

411 Assumption Theme# 1: Effectiveness of previous USAID assistance

Assumption Program impact can be sustained, even through project terminations and other
administrative changes in the program

Anaysis: This assumption is perhaps most evident in the history of policy interventions in the local
government program: With some exceptions, such interventions ended after passage of the Law on Loca
Public Finance and USAID’ s subsequent successful dissemination of the content of the law. But many
local officias, officialsin the Ministry of Public Finance and the Ministry of Public Administration, and
individuas involved with implementing several USAID-funded local government projects told the MS|
team that there has been and continues to be a need for sustained communication and dialogue with the
central government on decentralization issues.
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In addition, all the projects we have analyzed in this assessment featured an unintended “hurry up and
end” aspect, in which assistance would begin flowing to individuals, LGUs, and other institutions, gather
steam, and then (sometimes quite abruptly) stop, due to the arrival of the calendar date for project
termination. To some extent this may be due to unrealistic expectations on USAID’s part regarding how
much can be accomplished within a project’ s time period, and of course the responsiveness of local
individuals and ingtitutions to the interventions is not always going to meet even well-grounded design
expectations. But in the case of the Romania LG program, “stop and go” appears to have carried notable
costs in terms of operationa inefficiencies as well as possible feelings of ill will among program
participants.

Assumption The (perceived) weaknesses of the most recent project need to be carefully
avoided.

Andysis: With this assumption, what was seen by those involved in USAID program design as weak or
overdone in the most recent project tended to be assiduously avoided in the new project. MSI observes
this to have been true, even though there may till be value in the existing techniques or approaches. We
do note that the history of the program does feature some well-informed adjustments to approach; the
design of the fina year of LGAP 2 (2001-2002) serves as an example. More broadly, however, the
historical switches in emphasis between generalized, mass training and more focused training linked with
on-site technical assistance illustrate how this assumption was put into play. At times, the centra focus of
the program (e.g., local-level technical assistance versus policy work with the central government)
seemed to be determined simply on the basis of the professional experience and preferences held by the
USAID CTO. More recently, USAID’s skepticism concerning the value of study tours as a training mode
(extensively used in earlier projects) may bean application of this assumption. *°

Assumption: USAID’ s knowledge of local government needs is adequate to support
devel opment of the right kinds of assistance at the right time.

Andysis: While USAID clearly has been attentive to ongoing developments and expressed needsin local
government in Romania, USAID probably overestimated the extent and relevance of its knowledge in
some program areas. For example, the need for more customized TA and training was explicitly
recognized in the EE LG program assessment of May 2001; focused and timely monitoring or
assessments likely would have informed USAID of this need earlier on. This was the only “externa”
local government assessment (i.e., conducted by a group not based in USAID/Romania) that the MSI
team was able to identify in program documentation.

Gapsin the continuity of USAID CTO personnel, as well as timing gaps among implementers,
encouraged wide variation of design and implementation approaches without systematic learning and
assessments to support strategic focus on results.®

4.1.2 Assumption Theme # 2: Readiness of local governments to adopt new practices

Assumption: The national policy and administrative environment in Romania is sufficiently
supportive so as not to significantly inhibit programefforts at the local level.

%9 M Sl interviews with USAID/Romaniatechnical staff are among the sources for this assumption. The team notes
that while study tours, like many forms of training, clearly can be wasteful or ineffective, our interviews with
Romaniansin the central government, LGUs and the private sector suggest that study tour experiences, when
carefully designed, can provide lasting contribution to local government improvements.

%0 |nterviews with USAID technical staff and project Chiefs of Party.
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Anaysis: The relationship of policy reform to country political and adminigtrative context and the overal
mix of USAID interventions has received varied emphasis across years and projects, with at least one
notable success but possibly some opportunities missed. What would have happened if policy
interventions had been sustained after 2000? Would local governments and other targeted institutions
have been enabled to respond to assistance more effectively? The MSI team will not speculate on this
point, but as we note below in our discussion of program impacts it does appear that USAID’ s shift to
emphasis on local-level interventions has | eft a regrettable gap identified by sourcesin avariety of
ingtitutional contexts.

MSl did find, in talking with officials in several LGUS, that in the period shortly after the 2000 elections,
when the new coalition began to recentraize in the view of some, that the fiscal situation for many of
judets and municipalities became difficult, especialy in light of newly created unfunded mandates. LGUs
therefore experienced alack of balance between the nationa policy framework and what the LGAP 2
project was doing at the local level.

In recent years, the policy arena has not been totally ignored. Note that “a continuing effort to advise and
assist the GOR on issues of decentralization and policies that affect local governments’ was one of the
guiding principles and main areas of activity included in the RTI LGAP year 3 Statement of Work. Given
the limited calendar period available for this work, only modest accomplishments were made (i.e.,
production of policy analysis papers, and seminars and roundtables). The current GRASP project
includes a“Policy Reform/Bright Ideas’ component.

Assumption: Citizen participation is a key ingredient of enhancing the responsiveness and
management capacity of local governments.

Analysis: Throughout the history of the program, and especially in recent years, project statements of
work, the USAID Country Strategic Plan, and persons involved in the program’s design or
implementation have noted the critical roles played by citizen input to local decision making. At the same
time, results reports from implementing organizations, as well as comments to the MSl team from project
staff, representatives of civil society organizations, and city officials have shown that successfully
promoting sustained public dialogue at the local level in Romania has not proved simple or easy.
Unemployment and other economic conditions often have not proved encouraging for citizens to invest
persona time in advisory groups or budget hearings; the GOR has not displayed a consistently supportive
attitude towards local participation; public corruption at all levels has a chilling effect on participation;
and the fiscal and human capacity limitations faced by LGUs may offer limited reward for active
participation. In spite of constraints such as these, there have been areas of successin the program. The
ingtitutionalization of the Citizen Information Centers, for example, was in large part a function of
USAID efforts. Inthefina analysis, however, the key logical connection present in the Mission’s local
government strategy — that strengthened organizational capacity in the LGUs, when combined with
enhanced citizen participation, will deliver improved service delivery and greater citizen satisfaction at
the local level — remains to be validated by widely observable resultsin the field. Thislogic iswidely
held, of course (within the Romania program and beyond), and M Sl is not contending here that it is an
inappropriate foundation for a USAID program. We do note that the content and extensiveness of citizen
participation to date appear to have distinct limits.

4.1.3 Assumption Theme# 3: Capacity of loca governments to adopt new practices and of local
organi zations to provide assistance

Assumption LGUs have enough experience to absorb TA and training in an effective and
efficient manner.




Anaysis: While there clearly have been successes in LGU acquisition and use of innovative practices,
there has a so been an observed tendency to overestimate cities' absorptive capacity. For example,
USAID sponsored LED assistance in 1996 and 1997, with the primary product being an LED wor kbook
that was received well by those exposed to it. But more generaly, cities and counties were lacking the
legdl authorities to carry out economic development programs, and at the time fiscal decentralization was
not well enough developed to alow program space for LGUs to initiate or carry out LED plans.®*

In the late 1990s, USAID assumed that L GUs could adopt program based budgeting at a reasonably rapid
pace, but did not adequately account for fact that LGUs would not have standard integrated budget and
accounting systems. In addition, the GOR Ministry of Finance has not recognized, in practice, the form
of PBB applied by LGUs. Thisresulted in what for the LGUs has ssmply been the opportunity to go to a
lot of extra budget preparation work, with very little payoff. USAID/Romania s R4 for FY 2003,
summarizing results through FY 2000, reported 12 L GUs having prepared program budgets in 2000,
against a performance target of 50.

In another example, the LGAP 2 SOW focused on localy based lending institutions as the primary source
of funds for local economic development, but experience showed that local lending sources for LED did
not materiaize as expected.®

Assumptions concerning local absorptive capacity may were not especially clear in program design until
the development of GRASP. GRASP' s Component | is“Local Initiatives,” centered upon clusters of
local governments and civil society organizations. One major mode of assistance to the clustersis grants
to these clusters, made available to CSOs through a public tender process for projects that assist
communities in implementing locally developed Cluster Improvement Plans. Under this model,
collaboration at the local (especialy judet) level is expected to build upon at least some minimal
foundation of institutional capacity for planning and implementation. **

Assumption: Sustainability at local and national levelswill take care of itself.

Andysis: Sustainability generally has been present in design discussions and SOWSs, but it has not
received the central, concerted attention it deserves. Experience with policy reform and association
development features some positive results, but overall program sustainability cannot be achieved through
occasional successes in two program areas. Continuous attention to efforts to support sustainability was
lost at times, as USAID switched implementing organizations (interventions in municipal
creditworthiness are an example). Cost-sharing has gradually but increasingly became an expected
technique for encouraging sustainability. And the current project, GRASP, may prove an exception, given
its heavy reliance on locally based planning and operational flexibility.

Assumption: Smilar modes and levels of training and TA will be relevant and useful to a
wide variety of targeted participants.

Anayss: Plenty of training and technical assistance has been provided, but interviews with severa
sources suggest that in some subject areas (such as budgeting and financia management) training needs
to “step up anotch” for LGUs and individuals who have acquired the basics. Given the diversity of LGU
capacities, both training and TA need to be highly customized to needs of targeted groups. As program
experience matured (e.g., by 2000) the assumption that all LGUs needed smilar types and levels of
assistance become increasingly out of date. By time of 3¢ year of LGAP [2001-2002], the program had

®1 | GAP I Statement of Work, p. 11.
%2 EE assessment of LGAP |1, May 2001, p. 7.
63 GRASP program description and interviews with GRASP technical staff.
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recognized that there was a need to differentiate, as feasible, between LGUs and individuals relatively
new to assistance and those who were further along and more sophisticated. Perhaps the cluster (judet)
format utilized by GRASP will facilitate such customization.

Assumption: Participation by Romanian LGUs and local expertsis not needed for
devel oping programdesigns.

Analyss: With some exceptions, LGUs and local experts tended not to be involved in program design.
Cities tended to be approached with a menu of possible components that could be implemented. USAID
and implementers determined the content of the menu itself. Thislack of LGU “ownership” amost
certainly reduced commitment and adversely affected beneficial long-term impact. In relatively recent
projects, such as year three of LGAP, implementation (and thus micro-design) has featured greater
Romanian involvement.*

It is worth noting, more broadly, that with regard to delivery of training and assistance (in contrast to its
design) Romanian ingtitutions and individuas have come, over the last few years, to play amajor role in
the USAID local government program. This form of “Romanianization” isa clear priority for USAID and
the implementing organizations for recent projects such as LGAP and GRASP. Thiseffort in local
engagement and human capacity building is a good sign for sustainability of program results.

414. Assumption Theme # 4: Potential for making a nationwide impact on local government
management

Assumption: Dissemination of relevant technical information and lessons from experience
will largely take care of itself.

Anaysis: Dissemination has been featured in the program, but historically it has received considerably
less attention than needed. There may have been too much reliance on the Regional Training Centers,
with capacity and mandate for dissemination but limited resources and a context of GOR priorities, to
take on this function. Without assertive dissemination, it becomes difficult to build or improve loca
expertise, thus undermining overall program sustainability. GRASP features a “knowledge sharing”
component which supports regional learning networks, a Bright Ideas Clearinghouse, a Bright |deas
Awards program, and a Bright Ideas Grants program to encourage CSOs “to become the engine for
disseminating innovative local practices, particularly in the area of local government — CSO cooperation”
through cost-sharing. Given the relatively decentralized, county-based structure of GRASP local
interventions, dissemination of substantive innovations relevant to diverse local needs arguably involves a
high-risk (but possibly high-payoff) program investment.

4.1.5 Summary of Assumptions

Aswe noted at the introduction to this section, the MS| team has derived these assumptions from
documentary analysis and interviews, combined with logical comparisons of formally stated assumptions
and assumptions in practice. Through this approach, the assumptions have been identified, with the intent
of drawing attention to program issues that could benefit from closer or more refined USAID attention.
From the descriptions above, we may summarize these issues as.

Continuity of assistance across time, implementers, CTOs, etc,;
Adequate attention to sustainability;

% | GAPII Year 3 Statement of Work.
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“Goodness-of -fit” of training and assistance to needs of targeted groups;

Understanding of LGU absorptive capacity;

Therole of dissemination in promoting sustainable results at a nationwide level;

Sustained attention to progress in decentralization policy in Romania, and USAID’srolein
related policy discussions;

Appropriate levels and types of involvement of local organizations in program design and
implementation; and

Appropriate utilization of external program assessments for validating and adjusting major
directions of the program.

The following section presents M S’ s findings concerning program impact. The issues listed above serve
as contextual elements for understanding some of the reasons behind the contours of successes and
challenges in the USAID/Romania local government program.

4.2 Program Impact

421 Dimensions of Impact

Asindicated earlier, USAID assistance was packaged in a number of different ways, with some projects
managed from USAID/Bucharest and some managed from AlD/Washington. This duality resulted from
the evolving structure of the Europe and Eurasia Bureau at the time, and the way in which responsibilities
were divided for local government activities in Eastern Europe between Missions and the Bureau. The
MSI team cannot derive any generdization about the relationship of these different management
arrangements and program impact, since the project units are too few for drawing solid conclusions, and
variation in impact appears related to factors other than the locus of USAID management. The locus of
management probably is a significant issue, however, for operational decision making within USAID and
with itsingtitutional partners.

An additional issue, more directly attached to program impact, is that of program continuity and focus.
When we look at the Romania program at the “forest” or macro view, the history clearly is one of relative
discontinuity in the early, exploratory years, but continued exploration and rotation of substantive and
geographical focus — from one technical area to another, from one city or town to another, from one group
of customers and partnersto another. Thisisreflective, we think, of avariety of historical developments,
including political changes in country and shiftsin preferred technical emphasisin USAID program
management. But the shifting of emphasis and focus is prominent historically in the program, and we
suggest it has resulted in some successes but some missed opportunities as well.

Related to thisis the fact that over less than ten years, between 1993 and 2002, there have been five major
contractors involved in USAID’s local government programs. The programs have been distinct and
separate, with limited overlap, and in a number of instances the MS| team observed that the distinctness
did result in discontinuities in assistance to particular cities. The result in some instances, according to
city officials and ather observers, has been a reduction in the effectiveness of the assistance provided.

4.2.2 Nationwide Policy |mpact

Policy reform considerations have been present in dmost every activity undertaken by USAID, in one
form or another. Activitiesin Romaniafocused either in detail at the local level, through pilot projects
and training, or more broadly at the central level. Roughly speaking, policy efforts addressed
condominium housing, local government public finance, and decentralization issues.
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USAID’s most effective policy reform activity, readily recognized as such by most of our interview
sources, concerned its assistance to the Government of Romaniato reform local government public
finance. Beginning in 1997, USAID undertook a highly intensive effort to work with the Ministry of
Finance, the Ministry of Public Administration, the emerging local government associations and local
authorities to support reform of the local government financia structure. The timing was right on target.
A new nationa government had been elected in 1996 — one that was more committed to decentralization
than the previous government. Empowering local authorities financialy was of paramount importance if
decentralization was going to proceed. Using task orders on an existing regiona project, USAID was
able to react quickly to this new situation and provide assistance in atimely manner. Time after time, the
assessment team was told that the technical assistance provided in this activity was of the highest quality.
The same person, who was highly respected by his Romanian colleagues on both the professiona and
persona levels and who took the time to thoroughly understand the complexities of the situations that he
was dealing with, gave assistance over an extended period of time. Subsequent to the passage of the new
legidation on local government public finance, a carefully designed training program to explain the new
law to GOR and local officias was organized and successfully carried out. The impact of this legidation
was overwhelming, changing the very direction of decentralization as Romania had known it.

Unfortunately, this very successful effort was not followed up by a continuation of the consistent attention
required to help the decentralization process stay focused and reasonably on track. Of course, thisisa
very complex issue that was influenced by a myriad of circumstances, and it would be unfair to believe
that USAID alone could have made the difference in events. Nevertheless, there was a dackening of
USAID attention to the decentralization issues and to the follow-up to the new finance legisation.
Arguably, this was a matter, not so much of USAID inattention, as of a shift in the Mission's relative
emphasisin favor of localized interventions of various kinds. Nevertheless, this evolution was
unfortunate, because the USAID policy assistance “investment” had come at the right time and been of
high quality. Asaresult, it had great impact and was the kind of assistance that, had it been continued,
might have resulted in further advances. Instead, the USAID focus turned to favor intervention in
targeted cities, with little expectation that the impact of these programs would make a difference on a
national scale.®®

Coincidental with this reduced attention or focus by USAID and its contractors on policy issues were a
number of other developments. In the late 1990s and early in the new century, forthcoming accession by
Romania to the European Union became an accepted fact, prominent in the minds of governmental
leadership, and therefore the kind of decentralization that was going to be put in place depended to a great
degree on what would be acceptable to the EU. Thus, accession to the EU became a driver of the
decentraization process. In addition, the 2000 elections brought another change of government. While
the new government professed its support for decentralization, it soon became clear that it did not have
the same kind of decentralization in mind as had the previous government. Observers feared that what
was redlly going on was a hidden recentralization process. This made itself felt in a number of ways, but
perhaps most pervasively in the familiar area of unfunded responsibilities mandated to the local
governments to carry out.

Under the LGAP I project, a number of policy analysis documents were prepared, but the impact of these
documents has not been clear, certainly not in the way that the USAID work on loca government finance
was clear. Legidation passed in 2000, for example, required the government to consult with loca
authorities concerning al pending legidation that would affect local governments. LGAP |1 provided a
venue for these discussions, because of its extensive contacts and support for local government
associations and because of the policy papers that it was providing. However, according to reports,

%5 |nterviews with USAID technical staff, and analysis of LG program Statements of Work.
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USAID’svoice at this venue was largely passive. GRASP has continued to host these discussions, but it
remains to be seen whether this venue will become a vehicle for transmitting USAID’ s views on
decentralization issues.

4.2.3 Impact on Project Cities

USAID assistance focused in a variety of ways on a great number of towns and cities in Romania during
the ten-year period to date. Thisis summarized in the following table.

Excluding GRASP and IRIS, USAID provided direct technical assistance to 24 cities and many more
additiona cities and towns through workshops and other training events.

As indicated, there have been different basic approaches taken in Romania by USAID projects. At the
risk of generaization and simplification, the first approach — that of undertaking widespread training in
which great numbers of cities participated followed by more focused technical assistance to relatively
fewer cities — was followed in the Chemonics CEEPAA program from 1996 to 1999 and in the RTI
LGAP Il program from 1999 to 2002. The opposite approach was followed in the ICMA LGAP |
program from 1993 to 1996, in which focused technical assistance was directed to a small number of
cities, and then workshops were utilized to attempt to make the results known. The Urban Institute
Municipa Finance Program was different in nature because it focused on broader policy issues, and thus
does not fit into this dichotomy. Once its major policy output had been accomplished, however, the
project did make the results known through a series of broadly attended workshops intended to acquaint
towns with the new Local Public Finance Law.

LGAP I

The approach taken in this particul ar instance was to concentrate direct technical assistance on alimited number of
citiesthat had expressed interest in participating. The program designed, developed and implemented pilot projects
in six Romanian cities to demonstrate innovationsin five areas.

CEEPAA

Years 1 and 2 provided direct technical assistanceto 10 local governments, through short-term assistance. Year 3
extended earlier work by disseminating best practices learned in the first two years, through training led by ateam of
short-term expatriate advisors and Romanian counterpartstrained in years 1 and 2.

Municipal Finance and Credit

This program initially assessed financial conditionsin 8 local authorities and the focused on the preparation of new
legislation. Subsequent to passage of the new law on local public finance, training was provided to alarge number of
localities.

LGAP I

During theinitial two-year period, the program was directed almost exclusively toward local government
associations and toward working with abroad array of local governments, providing general assistance in the form of
workshops and study tours. Thus, the design of this project stressed mass training efforts with many cities, a broad,
rather than focused, approach. In the third year, the focus at the local level changed to concentrate direct technical
assistance to eight selected local authorities.

GRASP
GRASPisonly just beginning. Its approach has been to divide the project into three phases over its five-year length,

with approximately 14 or 15 judetsor counties being the focus in each phase.

IRIS

IRIS consisted of an innovative competition approach, in which cities were invited to participate in acompetition to
achieve certain goals in deregulation of local businesses. The results were eventually brought to the national level
through legislation.
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The MSl team is not able to say that one approach has been clearly more effective than another. There
are very good reasons in some situations for starting more generally and then proceeding to the specific,
aswell as equaly valid reasons for an opposite approach. What seemed clear, and will be discussed in
detail below, isthat it isimportant for the correct type of approach to be applied in situations that are
appropriate for it. Thus, for example, atraining event that is by its nature more general will not be
appropriate for a city whose level of experience and competence exceeds the nature and substance of the
material being presented. The MSI team found that this process of matching program interventions to
local needs was not always followed, with a resulting loss of effectiveness and resources.

4.2.4 Focuson Three Towns

Annex C provides detail concerning the impact of different approaches in three specific towns, Giurgiu,
BaiaMare, and Foscani. Giurgiu received ass stance through the IRIS program, while the other two
received assistance over a number of years from several of the USAID loca government programs. The
responses elicited by the MS| team in these towns are consistent with responses received in other towns
and cities by the team. While not conclusive, the team believes that there is a high degree of validity in
the observations by loca officials in these places.

Example: Program Based Budgeting
With regard to program based budgeting, the team found that the impact of the assistance was quite
variable and that this variability of impact was similar in aimost al of the towns visited. The generalized
assistance that was received through training (as opposed to hands-on technical assistance) was found by
most towns not to be particularly useful. Because what was being attempted was not within the
guidelines for budgeting laid down by the Ministry of Finance, and because the MoF was practicing a
relatively arcane, complex form of PBB, it was clear that to be useful, effective, and put into use by the
towns, program based budgeting would have to surmount a high initia hurdle of usefulness. In most
towns, it did not.

Example: Citizen Participation
With regard to citizen participation, it is important to distinguish between two kinds of participation. The
first concerns participation of citizensin the affairs of their town through involvement in meetings and
committees and through a dialogue with the elected councilors. While the team believes that this was not
widely achieved through the USAID programs, we aso acknowledge that participation is far from easy to
achieve, even in relatively more sophisticated and democratic countries. To expect to achieve thisin
Romaniain a short period, given its recent history, would be improbable. In spite of this, the team was
given glimpses of successin anumber of different towns, including the three referred to in Annex C.
Each can be directly related to USAID programs. In Giurgiu, after going on a USAID sponsored study
tour to Poland, the town council voted to establish specific geographical districts for each councilor to
represent, resulting in a departure from the earlier system of al councilors representing the entire town.
As aresult, councilors found themselves more accountabl e to their constituencies. In BaiaMare, the
Mayor affirmed that their experience with the concepts of citizen participation fostered through the
CEEPAA program had led them to establish a number of interactive public committees to draw in their
residents. In Focsani the Mayor said that every one of the programs that the city participated in as a part
of the LGAP Il program had been imbued with the concepts of citizen participation and that this had
provided the town with a solid basis upon which to build.

The second type of citizen participation concerns the fostering of citizen information centers. By the mid-
1990s, it was increasingly clear that local governments needed to be able to respond to the ordinary
queries of residents. There was little transparency in the actions of many of the local authorities, which
led to frustrations. There was also little information on how to go about getting the smplest of service
concerns or needs addressed. There were widespread accusations of corruption asaresult. One of the
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answers lay in the creation of the citizen information center (CIC) — a separate office, usualy at the
entrance of the local authority building, at which someone could have his or her questions answered and
could also be directed to the correct department and told about the correct procedures. Thiswasasimple,
but vital, innovation in Romania. There are now more than 50 CICsin Romania and this has clearly been
ahuge success. In town after town that the MS| team visited, we were shown the CIC, all of them
atributable directly or indirectly to USAID. *°

In addition to the creation of CICs, an association of CICs was aso established. This association has
turned out to be an enduring association that provides its members and even other cities that are not
members with information on how to be more effective. The assessment team was repeatedly told of
instances of towns consulting the association for assistance in methods to improve citizen information and
access.

The MSI team concluded, as aresult of its observations, that citizen participation activities have, overall,
had a positive impact. The team is aware that the documentation prepared for the GRASP project
indicated a fair measure of disappointment with the progress made in the country as awhole concerning
citizen participation. While not disputing this, the team does believe, based on its own observations that
progress is being made. Asin many places, authentic citizen dialogue with city leadership can be elusive.
Public hearings on budgets may be taki ng place, for example, but meaningful opportunities for citizen
questions and input may not be present.’

425 Municipa Credit and Finance

Municipa credit and finance has been a recurring theme in each of the USAID projects. Subject matter
covered has included the highly successful effort to transform the local government finance law,
described above, which resulted in a fundamental shift toward greater decentralization. However, it also
includes the rather mediocre results obtained with program-based budgeting, also described above, as
well as the efforts to connect loca authorities with private lenders to increase their resources.

Intensive work with severd cities and in collaboration with the EBRD resulted in the preparation of
project documents that led to both sovereign and non-sovereign loans being made by the private sector,
early in USAID’ s project experience. In LGAP |1, RTI helped to establish an office in collaboration with
the Romanian Bankers Association that was intended to assist local governments in their efforts to secure
loans from private banks. However, with the close of the project came the effective close of this office,
signaling that this was a donor driven ideathat has not thus far proved sustainable.

It seems clear to the M S| team that working at both ends of the municipal finance continuum has not had
the impacts desired. The pay-offs from the policy work have been enormous, in spite of the continuing
issues (some of which, at least, can be plausibly attributed to USAID discontinuing its intensive policy
collaboration). The pay-offs from the other types of interventions have been very mixed.

The fundamental reasons for success in this area seem to have been awilling client, the central
government, in the case of the policy work, coupled with afirst class contractor. The reasons for the
relative lack of success of the more technical work in program based budgeting have to do with the
qudlity of the contractors, the relative lack of demand from towns for the product being trained in because
of the feeling that it was not appropriate for the technical stage that many of the towns had aready

% The Soros Foundation was al'so active in supporting the CICs, especially in the early period of their development.
®7 |nterviews in one southern Romanian city, for example, elicited complaints from arepresentative of an NGO
concerning the “top-down” communication methods applied at local budget hearings.
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reached, and the structural impediment that PBB was not something required by the Ministry of Finance,
but was instead smply additional work for most towns that did not have a clear benefit.

4.2.6 Association Development

Association development has been an important theme for USAID since the mid-1990s and the impact of
the growth of associations, both for local authorities and for professional staff, cannot be underestimated.
USAID deserves considerable credit for this, although the picture has become more mixed since the 2000
elections resulted in the domination of one political party and the “migration” of many LGU leaders into
the ruling party.

Work with associations began somewhat haltingly under the CEEPAA program in 1996. Initial effortsto
work with the Association of Municipalities did not elicit a favorable response because another donor
aready heavily supported that association. Toward the conclusion of that project, however, USAID began
to work directly with some of the other associations, notably the Association of Citizen Information
Centers (NACIC). This collaboration with a substantively focused association proved quite successful in
hel ping to expand this movement to many more cities.

The most notable successes, however, were to come under LGAP I, Associations had grown stronger by
the late 1990s, under the encouragement of a coalition central government strongly committed to
decentralization accompanied by increasing institutional strength of the towns themselves. This
culminated in the passage of legidation that has made it mandatory for local governments to be consulted
before the passage of any legidation that directly affects local government. The way in which this
process has been carried out is for the government to consult the associations. Under LGAP 1,
considerable assistance was provided for the establishment of the FALR (Federation of Local Authorities
of Romania) in 2001. Study tours and direct technical assistance helped the FALR to quickly become the
government’ s interlocutor, and this has continued into 2003. LGAP Il provided the venue for the
meetings to take place and gave the project the opportunity to provide al participants in these meetings
with policy documents. This practice is being continued under the GRASP project.

Another salutary aspect of the growth of associations has been their ability to take the ideas that have
been promoted in the various USAID pilot projects and to share these with al members. This has been
particularly useful, the assessment team was told, in the cases of the professional associations and the
association for citizen information centers (which has been particularly active, with USAID support, in
spreading the techniques for establishing these very useful centers).

There are, of course, negatives mixed with this generally positive picture. These mostly have to do with
the political nature of associations, which has been an issue in other countries in Eastern Europe as well.
Following the 2000 €elections, in which the party that had been in power before 1996 came back into
power, a number of mayors defected from their parties to become members of the new ruling party. In
addition, following the elections, 33 of the 41 counties (judet) were members of the ruling political party.
Inevitably, this had an impact on the associations and on the FALR. Observers have said the impacts of
these political developments have been to dilute the decentralization dialogue and to freeze out the views
of the opposition parties. The muted character of the decentralization dialogue is perhaps the more
significant result, as issues that might have been debated openly are sometimes decided behind closed
party doors. Thusit isnot clear at this stage that FALR can adequately present the case for rea
decentralization vis-a-vis those who might be opposed to further reform, given the nearly one-party nature
of the Federation and the questions surrounding whether this party in power, technically capable asits
members may be, istruly in favor of decentralization.
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It is worth mentioning that the newly formed (in 2002) Association of Mayors from Romanian Big Cities
has not been invited to participate in any of the events concerning the life of local administration. Itisno
coincidence that the mayors of these cities (Bucurest, Brasov, Bidtrita, Albalulia, Cluj, Timisoara, Deva,
Giurgiu) are not members of the ruling party, and that the population of these cities represents more than
50% of the total population of Romanian municipalities. Another important aspect with regard to this
association is that it is recognized as a dial ogue partner by European structures (e.g. the Congress of
Loca Authorities). They participate in international meetings, articulate policy positions, and so on, but
not in Romania, only abroad. The tendency for this small but significant group to be marginalized from
decentralization policy discussions therefore appears not to bode well for the future of well informed,
broadly legitimated policy reform.

A second observation concerns the opportunity that USAID now has as the host of the venue for the
meetings between the associations and the government concerning issues that affect the local level
governments. This presents a very important resource that can either be developed or |eft to its own
devices, as the team was told it has for the past couple of years. Continuing contact with the associations
in adirected manner could lead to significant influence on the move for decentralization and on issues of
governance. USAID could also useits position to attempt to secure the participation of all associations,
including representatives from the largest towns. USAID has helped a wide range of associationsin
many other countries in Eastern Europe, even those that represented opposition parties. Such assistance
does carry with it various technical and political risks, of course, but it should be kept in mind that
choosing to remain an external onlooker to critical policy discussions aso involves risks.

A third, final, observation concerns the sustainability of the FALR, which remains an open question. The
MSI team did not have the opportunity to examine thisissue in detail, but believes it to be significant,
since in the current policy constellation the Federation plays a central role.

427 Spread Effect to Other Cities

The MS| team found that there have been numerous efforts, successful and not so successful, to ensure
that the lessons learned and/or basic results in each program are made known or spread to other towns.
USAID’s continuous presence since 1993 in this field has helped in this effort and its continuation with
GRASP until 2007, with adesign that is expressly intended to cover the entire country could, if properly
capitalized upon, result in very effective spread effects.

- Local Government Public Finance Law
The Local Government Public Finance Law, passed in 1998, is an excellent example of spread effect,
inherent, if successful, in the use of the legidative mechanism to accomplish widespread change. The
passage of thislaw meant that every local government in Romaniawould be impacted. USAID
contributed not only to its passage but aso to the subsequent successful series of training events to
explain the new law.

IRIS
The IRIS program in Giurgiu and other towns aso led to the passage of legidation that has improved the
climate for commercia investmentsin towns. The positive role played by the U.S. Ambassador in this
effort should also be noted because this modd is different from the ordinary technical assistance model.
It was not clear to the MSI team that the modd as employed by USAID contemplated the legidative
component. This may have been an unintended, but nevertheless positive, consequence.

Associations
Since the mid-1990s, USAID has worked with and supported the growth of associations of local
governments and local government professionals. This has been, as described above, one of the real
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success stories of USAID assistance. However, the M S| team notes from its experiences in other
countries and in Romaniathat working with associations is not an easy task. Normally, the objectives of
these organizations in their early stages do not necessarily present fertile ground for development
assistance efforts. Thisis because the goals of these organizations are usualy far more politically
grounded than developmental grounded, as they struggle to solidify the place of local government in the
overal structure of government. In Romania, the picture has been mixed, but positive, with regard to
spreading the impact of USAID interventions. The association concerned with citizen participation
centers has done a superb job in spreading the impact of the CICs. Other professional associations, such
asthat of the local government economic directors have aso played a very positive role in spreading the
word and the knowledge of improved budgeting techniques. A less satisfactory picture (described
previously) emerges at the national level in connection with the work of the associations concerning
structuring decentraization. The lessons that USAID has sought to impart concerning effective
decentralization have not been so readily accepted in the face of political redlities that seem to embrace
exclusion of minority parties rather than inclusion.

Training
Training has been a part of every USAID project. The MSI team has concluded however, that training
has had only mixed results. As discussed earlier, when the level of training corresponded with the real
needs of a particular town, or when the training was of a more informational nature, such asto inform
towns about the new loca public finance law, the results have been very positive. Where this has not
been the case, towns have pointed out to the MS| team, in diplomatic terms, that attendance at these
training events was a waste of time.

In many instances of training, efforts were made to work with the government’ s regional training centers.
By and large, these efforts were not successful, in terms of establishing a sustainable training operation
that would continue to impart the type of training that would be concrete and useful to the local level
participants. In LGAP II, RTI was specificaly tasked during the third year of the program with
development of a plan to make the RTCs sustainable. The M S| team was unable to ascertain whether the
project had been able to achieve this, but from comments made by numerous city informants, the
usefulness of training at the RTCs was not particularly valued.

Sustainability of Impact
Aswe have noted in earlier sections of this report, ensuring the sustainability of results has been a major
weakness in the LG program, historically speaking. The MS| team believes, however, that there are a
number of factors that militate in favor of the sustainability of the approaches taken by USAID. Making
use of the legidative process and helping to create and support associations has helped to foster and
encourage structures that will continue over the years to address the issues that have been raised by
USAID and others. This must also be viewed with some caution, however, because the messages that
these organizations may choose to deliver may depart from the messages that USAID might prefer to see.

A second factor that may be helpful in the promotion of sustainability is the durability of the commitment
of USAID to assistance in this sector. Although the effectiveness of this commitment has been diluted at
times because of the changes in contractors, the variability of the quality of assistance provided, and the
relative short-term nature of each individua project, the overal fact remains that USAID has been present
over the years and retains a good measure of respect within Romania. The GRASP project now offers
another opportunity, over arelatively longer period, making use of one contractor, to further the goa of
sustainability of impact.

In order to increase the likelihood of sustainability, the team believes that it would be useful to give
thought to the creation of a corpus of best practices that can be disseminated to all actors within the local
government constellation in Romania through the efforts of an organization or several organizations that
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will continue thiswork after the departure of USAID. This might well be one of the associations or
another NGO or academic institution that would have its own interests in carrying forward this work,
rather than it being donor driven.

As accession to the EU looms on the Romanian scene, it will be an ever-increasing driver toward the
changes desired. USAID can serve an enormously useful function through its recognition of this factor
and by taking advantage of the opportunitiesthat this offers for sustainability.

4.3 Discussion of Basic | ssues

In this section, we address linkages between key findings of this assessment and the issues identified as
the assessment’ s goas in the Statement of Work.

These issues, addressed in detail below, include:

The quality and appropriateness of the approaches and techniques devel oped and delivered;
The role of local organizations in the development of approaches and techniques;

The demand for the techniques and approaches devel oped; and

The role played by the political environment on the development of approaches and techniques
for local governments.

e o

4.3.1 Quality and appropriateness of approaches and techniques developed and delivered

The types of interventions (the local government issues addressed, and components and technical or
pedagogical approaches taken within them) were in large part appropriate, with afew exceptions (such as
the de-emphasis of policy work after 2000), as we have noted. The basic technical tools applied in the
projects were, at first blush at least, the ones to be using — before one considers loca absorptive capacity,
or the expected impact on how a city works, spread effect of innovations to other cities or nationaklevel
changes that might be attributable to the interventions. The changing country environment and
discontinuities in the pattern of USAID assistance were more important than the types of interventions or
the tools used in determining impact.

A mix of approaches seemed to work best: Direct technical assistance to cities, plus study tours, plus on-
Ste and traditional training seems to have enhanced the likelihood that meaningful innovations would be
embraced by a city and would stick around after the assistance was completed. Grouping trainees of
various professional levels and areas of expertise seemed to enhance sustained learning and networking.
Training clearly seemed optimized when substantively linked with direct TA

Using multiple contractors at the same time, particularly in the case of the parallel implementation of the
Chemonics and Urban Ingtitute projects, appears, from atechnical standpoint at least to have been
successful, but with manageria implications. Note that these two projects, as we mentioned earlier,
featured distinctly different but complementary components, with some overlap in their respective sets of
Romanian counterparts. Perhaps because the two projects could proceed toward their objectives without
heavy coordination, there was no significant “ stepping on toes’ or shrinking from contract

®8 |nterviews with city and association officials. We note that different interpretations are possible. The draft EE
training assessment, for example, is more agnostic than is this assessment concerning the value of linking TA with
training in the Romania case.
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responsibilities. USAID was able to cope with the “burden” of managing two projects, possibly because
of the availability of oversight staff in Washington and the relatively smooth way in which both of these
projects were implemented. Problems however did arise because of the dua centers of management, one
program being coordinated from Washington (Ul) and one from Bucharest (CEEPAA). From procedural
point of view, this entailed substantial duplication of efforts in coordination (with both USAID DC and
Bucharest) and undesirable pressures on subcontractors.

Thus, there may be no universal managerial lesson here about paralel projects. The experience does
suggest, however, that paralld implementation of this kind can work well when no significant problems
arise in either project, when the boundary lines are clearly drawn and manageria responsibilities are
redlistically assigned in USAID and with the implementing organizations.

Does the Romania experience offer any lessons regarding how many LGUs should be assisted? We find
no conclusive answer based on our data. At times assistance appears to have been spread too thin to
support sustainable impact, but thisis not a uniform phenomenon, and the sheer site-wise intensity of
assistance clearly is not a key factor in achieving program impact. The targeted cities approach seems
only to have exhibited sustainability when (a) the targeted cities feature dynamic leadership or
exceptional capacity, thus encouraging sustainability and spread effect; and/or (b) the program
systematically builds additional sites or related interventions based on the experience of the targeted
cities.

There are some lessons regarding sequence of interventions, on the other hand. While program designs,
particularly in the latter years of our coverage, conscioudy took into account the experience of preceding
projects, the Romania program also exhibits a few instances of “putting the cart before the horse.”
Municipa credt interventions commenced before banks or even very many LGUs were prepared to take
on the technica requirements of municipa credit; local economic development assistance was provided
inaweak financial and regulatory context; performance based budgeting was widely introduced at atime
when it was largely impractical for LGUs to apply it. Attempts to work with associations early in 1996
aso failed. Probably more informed design work, as well as systematic program monitoring and
assessment, by USAID staff and project personnel, would have offered opportunities to avoid these

Mi SCUES.

Organizational learning on the part of USAID has a mixed record: Only one full-blown program
assessment excluding this one, has been conducted.®® This, plus the shiftsin management loci and
personalities across the years, may help to explain the strategic “reactivity” from one project to the next.
In this setting, it is difficult to keep a focus on results.

On occasion in the Romania program, there has been a clear need to review the scale of investment in
proposed projects, to ensure that investment is proportionate to design objectives. For example, the third
year of LGAP 2 was overly ambitious, even if it did not have several months of delay in getting started
due to extended discussions of the draft workplan between the implementer and USAID."

® The earlier assessment was the 2001 review of the program conducted by USAID/Washington’s Bureau for
Europe and Eurasia. An assessment of the full democracy and governance sector (ARD, Inc., 24 September 2001)
was also conducted, but this review paid relatively little attention to local government issues.

0 |nterviews with USAID and implementer technical staff and officials of participating LGUs and other
organizations, and review of the third year workplan and final report.
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4.3.2 Therole of loca organizations in development of approaches and techniques

Local organizations typically have not played much of arole in developing the approaches applied in the
USAID loca government program. Implementation of various program elements, especialy training, has
featured instances of recognized input from local consultants, but this has not been an entirely consistent
practice across projects. Assessment of local needs for input to new or extended project designs has
occasionaly taken place, but this can be expanded and more systematized. The GRASP project, it should
be noted, is designed around the expectation that the project will actively leverage local knowledge and
experience in response to locally identified needs.

Have some LGUSs taken on innovations in management practice, financing, etc., without assistance from
USAID or other donors? Yesthey have, and these instances have tended to be inspired by dynamic LGU
leadership.™ It may be advantageous for USAID to deliberately seek out such “self-driven” actions, learn
design and implementation lessons from them, and broadly share their experience as models.

4.3.3 Demand for the technigues and approaches devel oped

This is perhaps one of the most challenging themes in the planning of local government assistance
anywhere, and Romaniais no exception. Effective and authentic demand for training and assistance on
the parts of LGUs can be abit dusive. CEEPAA, for example, conducted “wholesale€’” TA and training
with the intention of significantly expanding impact, since demand and readiness were considered high.”
The three-year project trained 1,374 participants, and USAID/Romania s R4 targets were exceeded, but
tangible results at the city level were mixed. Arguably the timing of assistance to the cities was a year or
two too early, given the policy environment, to be maximally effective. The CEEPAA final report makes
numerous references to past and possible future use of a targeted cities approach, whereby innovations
(such as establishment of citizen advisory committees) are applied in afew localities. These experiences
are expected to subsequently serve as “models for other LGUs to see and copy.” The MSI team observed
few examples of Romanian cities actually approaching these models and applying them in their own
municipalities.

The Citizen Information Centers (CICs) arguably do together constitute a case in which local demand did
in fact respond to a newly available method of citizen interaction with local governments. The relatively
intense, well-structured training featured in the CIC assistance, combined with the opportunity for local
governments to appear democratically responsive and to possibly save the LGU administrative costsin
the long term, help to explain the successful reproduction of the CIC concept in many cities.

Arriving at formal assistance agreementswith cities can enhance the strength of commitment of
participating LGUSs, and at times may even encourage a sense of healthy competition among cities for
assistance. In Romania' s case, Memoranda of Understanding with cities did not appear until late in
LGAP 2, early 2002. From our interviews in Romania, it is clear to the MS| team that it isindividuas
commitments to program objectives that matter most, but formal agreements can support political will on
both the demand and supply sides of assistance.

434 Rde-played by the political environment on the ddlivery of approaches and techniques for loca
governments

As with demand for assistance, the political environment is another familiar area of challenges for local
government programs. As we have observed in other sections of this report, the political environment for

! |nterviews with LGU and association leaders.
2 CEEPAA Final Report, May 1999.
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local government improvements has its uncertainties and is in flux, but continuing dialogue with the GOR
on decentraization issues clearly is part of the formulafor effective overall LG assistance in Romania
This observation may be expanded to include dialogue with the LGU and professional associations.

USAID has not been “victimized” by the political environment of decentralization; it has in fact taken
proactive measures, historicaly, in response to the environment as it was perceived at the time. The
historical perspective of the MS| team suggests that in “bad” times as well as “good” it can be beneficia
to continue and support dialogue on LG issues.

Finally, we note that the United States foreign policy environment is also changeable, with varying
implications for USAID’s approach to local government assistance in Romania. U.S. policy, especialy
after expansion of NATO to Eastern Europe, and announcement of planned Romanian accession to the
EU, has emphasized US-Romanian strategic cooperation and control of corruption, with little attention to
decentralization issues’®. Arguably, this leaves space for significant USAID effortsin LG, but at the same
time, sustained policy support for LG assistance as a priority has not typically been provided from the
USG. Insum, theimplication isfor program planners to be watchful of the policy environment, within
Romania and beyond.

3 Interview with US Embassy staff

MS] =



5.0 Conclusions

We derive anaytical conclusions from the observations presented on the preceding pages. Asnoted in
the description of the assessment methodology, we refrain at this point from offering program
recommendations, because these are to be developed from the forthcoming cross-national synthesis.
Instead, we present the following summary points from our analysis as they relate to the assessment goals
and lessons learned.

5.1 Project Goals

5.1.1 Theimpact of USAID-sponsored local government  activities on the management capacity of
local government

The M S assessment team has little doubt that USAID sponsored activities have had a substantial and
positive impact on many aspects of local government in Romania. We include the management capacity
of loca government among these, although it is difficult to quantify this or to draw direct overall
conclusions. Moreover, connecting USAID specific projects to improvements in management capacity,
or attempting to disentangle the consequences, as opposed to the more genera factors of influence such as
the improvement in educationa levels and approaches to governance, the efforts of other donors, and the
opening of the country to European influences and EU accession, is neither easy or self-evident.
Nevertheless, the team has adopted two techniques for approximating such an evaluation; the first a
comparison of the general situation that existed in 1993, when USAID activities first began, and the
second by examining more closely cities that have received assistance from USAID projects over the
course of the tenryears-plus since activities began. Using these two techniques, the M S| team concludes
that there has been an overall improvement in management capacity and that USAID played a significant
role in helping to bring this about.

We define management capacity broadly, asin other countries that we have visited on this assignment, to
mean the ability of local governments to anayse issues confronting them and to find solutions to these
issues. Under this definition, improvement of management capacity has been a component of each
USAID program, whether or not explicitly recognized as such. Training to develop human capacity in the
form of workshops, study toursto foreign countries in the immediate region as well as to the United
States, and technical assistance has been a part, in one form or another, of each of the programs. Bringing
to Romania new ideas and new techniques of analysis has been an important function of USAID during
this period.

Romanian LGUs emerged from forty years of centralized communist rule as bureacratic administrative
units with little initiative, aptitude or ability to take decisions on their own and even less of an ability to
represent and advocate for their citizens. The concepts of governance that are now in play were scarcely
evident in 1993. The capacities of Romaniansthemselves were known and appreciated, but democratic
tendencies had been repressed. We conclude that there has been a remarkable change over the ten year
period during which USAID has been active and that the basic elements of USAID programs, including
policy changes that have brought a fundamental shift in the local government framework of laws,
association building, work with condominiums, citizen participation and information centers, tax
collection, local economic development strategies, and budgeting, as well as training programs to spread
both information and implementation techniques — variable in success as they have proved to be— have
combined to move the playing field upon which LGUs are active to a different stage of development in
2003. No other donor has been as active in these aspects of local government and local government
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capacity building as has USAID and it istherefore fair to conclude that the differences between 2003 and
1993 are reasonably linked to the USAID programs.

The second technique that we employed was to examine in detail the progression of management capacity
in a number of towns that received USAID assistance over this period. ™ Again, it is appropriate to
acknowledge that there have been amyriad of external influences during thistime. Nevertheless, the
capacities at both thejudet and city levels are impressive in many places, and our interviewees gave much
credit for the progress that has been made to the USAID assistance that they received.

Have the efforts to improve local governments reached a majority of the citizens of Romania? Thisisan
important issue, given our earlier note that the largest cities are now being excluded from much of the
dialogue within the FALR assoociation concerning decentralization issues. Although in some ways this
has been a disheartening development, we also note that this kind of evolution is fairly common in other
democracies as the role of political partiesincreases. While USAID has not yet addressed this issue, we
note that, except for Bucharest, USAID has provided assistance in all the remaining large towns.

Could a better job have been done? The answer is aso clearly affirmative and in section 5.2 below, we
will provide some indication of our views on this, in the form of conclusions. We will address both
internal USAID management lacunae as well as more substantive issues that, had they been amore
integrated part of USAID assistance, could have resulted in improved management capacity at the local
level.

5.1.2 Theinfluence of the national political environment on the adoption of USAID-sponsored local
government activities

In this section we examine the evolution and the impact of the national political environment on the
effectiveness of USAID efforts. Asin other countriesin this region, the national political environment
has had a fundamental influence on the adoption at the local level of USAID LGU activities. Aswe have
noted earlier, it is aso true that a more robust dissemination effort of best practices and other information
by USAID might have been able to counter some of the less desirable effects of the national political
environment.

The rise of political parties and the drive toward accession to the EU have been the two most important
national political trends. A third, somewhat different, trend has been the rise in corruption (arguably
present in the communist era as well) and the efforts at the national level to address this issue.

Aswe noted earlier, the first five years following the adoption of the new constitution in 1991 saw little
genuine effort at the nationa level to implement an effective system of strengthened local authorities.
This was expected, given the makeup of the ruling political party at the time, which was still composed of
many elements that favored centralized solutions to problems. An acceptable argument could also have
been made that devolution of responsibilities to the local government level, without considerable capacity
strengthening, would have beenill-advised. During these years, USAID efforts focused on direct
technical assistance to a small number of citiesin high priority substantive areas, eventually accompanied
by more wide-spread capacity building training. This was a reaasonable approach, given the national
climate.

4 The team visited and spent extended periods of time in the following cities: Pitesti, Oradea, BaiaMare, Giurgiu,
Alexandria, Constanta, Mangalia, Focsani, and lasi, including in most cases interviews with both the judet and city
level administrations. Interviews were also held, outside their city locales, with current or former officials of Brasov
and Timosoara.
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This changed with the national elections in 1996, which brought to power a coalition of political parties
strongly in favor of effective decentralization. USAID was able to respond quickly to this changein
circumstances. The CEEPAA project was a continuation of the LGAP | approach, abeit, as we have
noted, reversing the order of approach to begin with training and more general subject matter, such as
development of nationa associations, and then proceeding to more focused work with selected cities. As
such, it was therefore ill-suited to take advantage of the changed political environment. USAID
recognized this and, from the E& E Bureau level (with Mission concurrence of course) initiated the
Municipal Credit and Finance project with the Urban Ingtitute. The receptivity at the central level for this
activity, combined with the outstanding efforts of the contractor, permitted the rapid adoption of new
legidation by 1998 that firmly anchored the role of effective decentralization in the Romanian landscape.

Implementation of the new legidation on local public finance, however, has not proceeded smoothly.
While it seemed clear, the MSI team was told by numerous sources that voters favored this trend toward
the strengthening of their local governments, the ruling codition was not seen as being up to the job
(along with a great many other issues of competency) and the 2000 elections swept the “reformist”
elements out of power, except in the largest cities. This did not mean that the legidation was going to be
scrapped, but it did mean that its implementation has taken a decidely more complicated path. The
current ruling codition states that it isin favor of decentralization but is striving to ensure that this results
inafair division of resources. Critics have argued that what isreally at work hereis an attempt to
dampen the movement toward decentralization and replace it with recentralization.

The impact of this on the local government level and on USAID activities has been felt, primarily in the
LGAP I project, in 2001 and 2002. It has meant a decidely more difficult environment in which to carry
out specific technical assistance activities because of the uncertainty of resources to be made available at
theloca level. However, the MSI team was made to understand by USAID that its approach and
emphasisin local government was changing from 2002 forward to focus less on the policy and national
level, instead, to focus much more on interventions at thejudet and local levels. Thisisthe import of the
GRASP activity, which, nevertheless, can be expected to be substantially influenced by the outcome of
the debates at the national level concerning resource alocation and decentralization. We comment on this
in section 5.2 below.

5.1.3 Theimpact of the local government activities on the process of decentralization and enhanced
local governance

As we have stated before, the MSI team believes the impact of USAID loca government activities has
been substantial and positive. This includes an impact on decentralization and an impact on loca
governance. Thisimpact has occurred primarily in four different ways.

The first and most important impact on decentralization has been the USAID sponsored work that
produced the Local Government Finance Law, as discussed earlier. This legidation set the country firmly
on the path toward meaningful decentralization.

The second way that USAID activities had an impact on decentralization has been through the
strengthening of local governments capacity directly, in several important ways, as discussed abovein
section 5.1.1. Through this process, it became increasingly credible for advocates of local government to
rightfully claim that local government could do the jobs that skeptics were reluctant to turn over to it.

Turning more particularly to the promotion of local governance, the third way that USAID activities were
able to enhance this was through its support for citizen participation activities, both in the CICs and
through its efforts to strengthen the concept of citizen participation in Romania
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Finally, USAID, with its sustained focus on the establishment of a coherent framework for sustainable
and effective local government, something that no other donor or organization was able or willing to do,
provided a fourth major way of having a positive impact on local governance.

Could USAID have made a greater impact? Undoubtedly, yes. USAID is only now, in GRASP, coming

to grips directly with the scourge of corruption. Nevertheless, the overal impact of USAID activities has
been positive.

5.2 Lessons L earned

We group our observations on lessons learned in accordance with the questions posed in the assessment
SOW task 6.

5.2.1 How can USAID and its partners design useful, desired, and affordable approaches?

The USAID programs directly and indirectly reached large numbers of Romanian LGUs.
However, does the Romania experience offer any lessons regarding how many LGUs should be
assisted at any one time in order to achieve sustainable impacts? We find no conclusive answer
to this based on our data.

A mix of approaches seemed to work best in most of the programs. Direct technical assistance to
cities, plus study tours, plus on-site and traditional training seem to have enhanced the likelihood
that meaningful innovations would be embraced by a city and would stick after the assistance was
completed. Generdized training without specific TA encountered greater difficulties. Grouping
trainees of various professional levels and areas of expertise seemed to enhance sustained
learning and networking.

Given the diversity of LGU capacities, both training and TA need to be highly customized to the
needs of targeted groups. As program experience matured (e.g. by 2000) the assumption that all
LGUs needed similar types and levels of assistance become increasingly out of date.
Discontinuities in the pattern of USAID assistance, whether caused by a disruption in assistance
being offered due to a lack of overlap between projects or because of USAID or contractor
management gaps were noticed by cities and led at ties to impairments of impact.

Projects undertaken by different contractors during the same time period can sometimes be
difficult, but in Romania the experience suggests that parallel implementation of this kind can
work well when the boundary lines are clearly drawn and manageria responsibilities are
redistically assigned in USAID and with the implementing organizations.

It isimportant that the scale of investmentis proportional to the design objectives. For example,
the third year of LGAP 2 was overly ambitious both because of limited time and because of the
amount of work proposed.

A formal assistance agreement with a city can enhance the strength of commitment of
participating LGUs, and at times may even encourage a sense of healthy competition among
citiesfor assistance. However, the mere presence of an assistance agreement without a clear
commitment from city leaders will not suffice.

Focused and timely monitoring or assessments are important and should be undertaken on a
regular basis. Gaps in the continuity of USAID CTO personnel, aswell as timing gaps among
implementers, encouraged wide variation of design and implementation approaches without
systematic learning and assessments to support a strategic focus on results.”

™ Interviews with USAID technical staff and GRASP project staff.
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What are the most effective ways in which to involve local organizations in the development and
implementation of local government activities?

With some exceptions, loca organizations, LGUs, and local independent experts tended not to be
systematically involved in program design. We therefore can only be very tentative in our
conclusions. Cities tended to be approached with a menu of possible components that could be
implemented. USAID and its implementers determined the content of the menu itself. This
likely reduced commitment and long-term impact, and precluded a sense of “ownership” by the
intended beneficiaries. It led aso to ineffective training in some instances.

Experience with association devel opment features some positive results with local organizations,
albeit local organizations that are quasi-governmental, and therefore it is difficult to discern
lessons for local organizations from this.

Without robust dissemination that involves loca organizations, it may be difficult to build or
improve local expertise, thus undermining overal program sustainability. GRASP features a
“knowledge sharing” component that might be useful in this context.

Should USAID activities task the implementer with creating and implementing approaches and
techniques in a certain number of loca governments or with developing approaches and
techniques that will be demanded by loca governments?

In Romania, both approaches were tried, sometimes in the same project. Although the targeted
cities approach seems to have had more success in Romania, the conclusion we draw is that both
approaches can work and be effective, but probably only under the following circumstances:

0 Thetargeted cities approach seems only to have exhibited sustainability when the
targeted cities feature dynamic leadership or exceptional capacity, thus encouraging
sustainability and spread effect; and/or the program systematically builds additional sites
or related interventions based on the experience of the targeted cities.

0 The creation of demand approach seems only to have worked in situations in which
generalized training on some subjects has been followed by proactive targeting of
particular cities for focused TA that responded to the precise needs expressed by the city.

0 Both approaches require a design that takes this follow-up into account from the
beginning and provides both the technical and financia resources for it.

How can USAID-supported activities have the greatest impact on enhancing decentralization and
improving local governance nationwide?

The Romania example suggests that when it is possible to work with the central government in
the formulation of new legidation that will directly support decentraization, thisisan
opportunity that should not be missed.

The Romania example a so suggests that the process of working with the central government
needs to be a sustained one, not limited to a one-time legidative effort, but actively continuing to
include assistance with the implementation of the legidation as well.

A continuing dialogue with the government on decentralization issues clearly is part of the
formulafor effective overall LG assistance. This observation may be expanded to include
dialogue with the LGU and professional associations.

The historical perspective of the MSI team suggests that in “bad” times as well as “good”, i.e.
whether or not the central government is committed to effective decentralization in ways that
USAID understands, it can be beneficial to continue and support dialogue on LG issues.

This particular set of lessons concerning effective implementation of policy suggests that the
approach that has been adopted in GRASP of focusing primarily at the local level may have the




consequence of diminishing USAID impact on decentralization and may render USAID efforts at
the local level less effective.

The absence of awell designed and well funded dissemination of best practices and |essons
learned component, integrated into the project design from the very beginning, will seriously
hamper the achievement of the overall objectives of enhancing decentralization and improving
local governance.
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1.0 INTRODUCTION

1.1 Context of Assessment

This report conveys the results of the Ukraine component of USAID’s Bureau for Europe and Eurasia's
(USAID/EE) four-country assessment of local government programs. Other countries included in the
assessment are Albania, Poland and Romania. The core anaytical product of the assessment, a cross-
national synthesis, will be produced when data collection and analysis are completed for all four
countries.

As stated in the Terms of Reference for this assignment:

“Over the pagt ten years, USAID has supported numerous local government activities in countries
throughout the Europe and Eurasiaregion. From the early days of transition, USAID has realized that
support for decentralization and improved loca governance would provide key assistance to reformers
interested in breaking down the centralized communist system and demonstrating that transition could
Wo7ré< and serve the people. More effective local governments can show citizens that transition can pay
off™.”

This assessment has been carried out to describe the impact of USAID’ s targeted programs, to determine
whether the impact of these interventions has led to more effective local governments. Through an
assessment of the impact of specific local government activities sponsored by USAID’ s Bureau for
Europe and Eurasia, the M S| assessment team presents its findings.

The M S| assessment team has carried out this assessment in such away as to be as responsive as possible
to the stated goals of the assessment task order, to:
Determine the impact of USAID-sponsored local government activities on the management
capacity of local governments in the four countries;
Examine the influence of the nationa palitical environment on the adoption of the USAID-
sponsored local government activities; and to
Determine the impact of the local government activities on the process of decentralization and
enhanced local governance.

The Ukraine country assessment took place in November of 2002. In addition to analysis of key program
documents, the M S| assessment team conducted semi-structured interviews with approximately 64
individuals, including central and local government officials and local government expertsin 10 cities as
well as the capital city of Kyiv.

1.2 Structure of Report

Section 2 describes the overall methodologica approach that the M S| assessment team employed in this
assignment. The specific design of the analysis and assessment is discussed, and its relevance to this
country’s local governance context, political and cultural environment, and to the character of the data
that was available and accessible.

76 Extract from Statement of Work (SOW) from RFP M/OP 2002-001594: Assessment of Local Government
Programs, Section I, Background - page 2
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Section 3 provides an overview both of the present character and recent history of local government in
Ukraine and of USAID’ s urban programs. A particular emphasis has been placed on those programs
carried out within the past five years, for which reliable data is more available.

Section 4 presents the M S| assessment team'’ s key findings, starting with an articulation of the most
important assumptions discerned by the team that were made by USAID when designing and
implementing the interventions intended to encourage more effective, responsive, and transparent local
governance. Each assumption isanalyzed. The specific impacts of USAID’s programs are then
reviewed, followed by a discussion of the basic issues that pertain to the intervention — quality,
appropriateness, degree of local participation, the level of demand for techniques developed, and the
constraints or opportunities that arose from the political environment.

Finally, Section 5 summarizes the conclusions, first by considering the three critical project goals (impact
on loca government management capacity, influence of the national political environment, and the
impact on decentralization). Section 5 concludes with a summary of the important lessons learned,
gleaned from the assessment of the recent history of loca government interventions by USAID.

The report also contains several annexes, with a copy of the scope of this assessment assignment, details
of program activities, data collection protocols, a list of al persons interviewed, and a bibliography of
documents used in this assessment.

1.3 Acknowledgements

We wish to express our gratitude to all our interview sources who gracioudy offered their time and
thought in our discussions and to Michael Keshishian of EE/LG for his kind and consistent support.




2.0 Assessment Methodology and Team Composition

2.1 Overall approach

In accordance with the multi-country assessment’s Scope of Work,”” MSI focused its attention on four
basic issues of local government assistance in Ukraine:

The quality and appropriateness of the approaches and techniques devel oped and
delivered,

The role of local organizations in the development of approaches and techniques;
The demand for techniques and approaches devel oped; and

The role played by the palitical environment on the development of approaches and
techniques for local governments.

2.2 Design

The design for this assessment is an ex-post, multi-site, comparative case study. Classicaly, to assess
program impact evaluators look for data collection and analysis arrangements that allow for systematic
comparison of conditions with and without the program intervention. This may be carried out through
various means, such as before-after comparisons or cross-sectional comparison of similar units within a
target population that either (a) underwent program assistance or (b) did not. Since this assessment’s
approach, as specified in the Statement of Work, is essentially retrospective (“ex-post”), no opportunity
was available to identify comparison groups as part of actua program design or implementation. Instead,
elements for comparison of program “treatment” and non-“trestment” have been incorporated where
feasible within the practical and budget constraints of the assessment. For example, the team held
interviews with officials from cities with heavy involvement with the USAID program as well as with
those from cities that experienced little or no such involvement. Units of analysis include each of the four
USAID loca government program and the various projects as described in Section 3 and Annex B below,
as well as specific LGUS, central governments, implementing organizations, local partner organizations
and individuals.

The assessment is “multi-site” because in each country it incorporates data collected from a carefully
selected sample of LGUs, aswell as central government officials, USAID loca government advisors and
managers, representatives of US-based and |ocally-based implementing organizations, subcontractors,
nongovernmental organizations, academic ingtitutions and think tanks.

Available resources (especialy the ex-post character of the assessment and limited data collection timein
the field) prohibited extensive primary surveys. Instead, reliability of findings was supported by a
modified “bracketing” approach to sampling, in which the relatively “extreme’ items in a relevant
population are sampled along with items that would be expected to be more typica of the group at large.
The in-depth interviews, which congtituted the major source of primary data, allowed the team to reach a
level of consensus and confidence, after considerable initial exploration in each country, about what sites
would serve as good bracketed sample sites.”® Within the bracketing, criteria for sampling interviewees
included:

" See Annex A.

78 On the methodology of qualitative interviewing to gather perspectives and generate recommendations, see
Conducting Key Informant Interviews, USAID/CDIE Performance Monitoring and Evaluation TIPS Number 2
(1996).
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" Program relevance: The team strived to collect data about interventions that involved major
aspects of the program, readily associated with either the documented objectives of the program
or smply with notable outcomes (positive or negative). Suggestions from know ledgeable
individuals, with various organizationa affiliations, were essentia for ensuring the relevance of
data collection.

" Quality of available knowledge: We worked hard to ensure that the people we might interview at
asite would be able to report to us based directly upon their own experience and awareness. This
required rather detailed advance communications with prospective data collection sites. Given the
high level of local government turnover in Ukraine, a number of cities were eliminated from
consideration.

. Representativeness: The team sought a balanced representation of key elements in the program,
such as sub-sectoral components (e.g., local economic development, strategic and financia
management, capital improvement planning and finance, municipal service delivery, and public
relationg/citizen participation). In addition, we selected sites to provide diversity that would
accurately depict the diversity in program implementation and impact. We did this by seeking
representative coverage of:

0 Geographical aress of intervention; "

0 Sites noted by early interview sources as having been “successful” or “unsuccessful”;

0 Siteswith varying levels or intensities of USAID program assistance (i.e., LGUs with
high levels of assistance, low levels of assistance, and afew which, at least initially, were
reported to have experienced no USAID local government assistance at al).

= Logigtica practicality: Finaly, MSI balanced the above criteria with the need to compl ete data
collection in amanner that made best use of available data collection time and travel resources.
These required, for example, detailed scheduling and coordination of in-country travel by each
country team.

Clearly, the assessment team was not able to collect comprehensive data, which would fully meet each of
these criteria. Each MSI country team consulted closely with USAID local government staff, local
experts and others knowledgeable of the USAID program and the decentralization environment in order
to arrive at data collection decisions that were cognizant of the design tradeoffs associated with them.

Finaly, this assessment is “comparative” in two ways. First, within each country program it compares
program assumptions, implementation approaches and observable impacts across assisted cities, across
projects, and across central government policy environments. Each country report summarizes these
comparisons in sections of text addressing (@) design and implementation assumptions and (b) program
impacts.

This approach carries with it some identifiable limitations:

7. With the ex-post structure to the design, causal attribution in this assessment, as in most such
reviews, is not straightforward. The team took care to develop “before-after” and “with-without
treatment” comparisons as we were able. In many instances, of course, viable comparisons of
this kind are not possible on an ex-post basis. It is not possible, obviously, for the assessment
team to “rewind history” in order to observe impacts in a reconstructed before-after comparison.
Similarly, the passage of time since the program intervention allows for aternative factors, such
as socioeconomic developments in municipalities and more recent technical assistance provided
since the close of the USAID program, to distort causal analysis. The MS| team has dedlt with

"9 More citiesin the West of the country were visited in the East becauseanumber of the projects overlapped in
citiesin the East, thus providing more data for the evaluators.
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such challenges by structuring its samples for data collection as described above, and by utilizing
semi-structured interviews which alowed for adaptation to a respondent’s level of knowledge.

8. Rdiability and balance in the resulting samples of interviews and documents used in the
assessment call for careful review and assessment. MS| recognizes that there will likely aways
be at least one more interview that might add analytical weight or descriptive texture to an
assessment. Data collection was conducted under resource limitations: Each country team was
not large (three or four expatriate and local specialists, assisted by interpreters and logistical
experts as needed) engaged in data collection for two to three weeks. In this case, we invite
reviewers to peruse the Annexes to this report describing persons contacted and data collection
protocals, and to consider the extent to which M S’ s resulting findings and conclusions may be
misleading.

9. Quality control to support data collection and analysisin ardatively complex, quditative study
of thiskind can be difficult. A more quantitative approach to the assessment (utilizing sample
surveys, for example) was judged by MS| to be inappropriate and likely wasteful of USAID
resources, given the retrospective assessment questions. The assessment questions themselves
were not well adapted to quantitative analysis, as the issues are not output-oriented. In addition
the analytical subtleties of probing historical program experience to derive key linkages between
program design and impact are not well suited to quantitative methods of data collection. Inthe
end, the analyses produced by the MSI team are essentially qualitative judgments supported by
(a) an assessment design geared closely to the key evaluative questions asked in the assessment
statement of work; (b) a sample of interviews and analyzed documents that is driven by the
assessment questions and made public in the fina reports; and (c) a team approach to analysis and
reporting, which counters the emergence of insufficiently grounded reporting in final products.

Two elements of the assessment’s design, identified in the SOW and discussions with USAID/EE, aso
should be noted. First, at EE’s suggestion M S| has generally not probed deeply into the impact of
USAID work with associations of loca governments or local government professionals. Thistopic is not
considered a priority area of substance for the current assessment. In each country assessment, the roles
of such associations are discussed, often because it would not be possible to present an accurate, coherent
picture of the country program without doing so. At the same time, the assessment team generaly has
taken a“minimaist” approach to the roles of associations.

Second, for reasons of simple efficiency, MSl has taken into account the substance of recent relevant
assessments or evauations, and has made minor design adjustments as needed. For example, because EE
carried out a 2002 review of local government training programs in severa countries of the region, this
assessment recognizes training as major parts of the country programs but takes care not to be repetitive
of the precursing effort.

Aspects of the Ukraine assessment: After initial document review, logistical preparations and interviews
with knowledgeable sources in the US, in-country data collection for the Romania country assessment
took place during 3 weeks in November of 2002. A total of 64 interviews were conducted. Ten LGUS,
selected by applying the criteria discussed above, were personally visited.®

2.3 Analysis

80 The MSI team interviewed local officials and other knowledgeable sources at the following municipalities: Ivano-
Frankivsk, 1zum, Kalush, Kamyanets-Podilsky, Kharkiv, Lutsk, Lviv, Rivne, Ternopil, and Zhytomyr.
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A “synthesis and dialogue” technique was used in analyzing collected data. Key documents and
interview write-ups were shared among members of the assessment team, and team members were
expected to read and absorb this material. For one and one-hdf days before the in-country component of
the assessment was completed, the Team Leader and all three of the local government specialists met to
systematically develop preliminary findings and conclusions. Thisis arather intense, demanding session,
since integration across experiences from many diverse settings is needed, and a consensus must be
developed on significant observations. In the end, a summary of these findings is developed, which
serves as a primary source for thisreport. Preliminary briefings to the USAID loca government team
(except in Poland, where the USAID program had ended) also helped to validate and refine the team’s
analyses.

2.4 Reporting

Each country assessment is considered a piece of the larger synthesis. The synthesis, in turn, is
considered the core product of the overall assessment. Action recommendations are properly addressed to
the organization requesting this assessment; in this case this organization is EE/LG in
USAID/Washington. Based on discussion with EE/LG, MSI has determined to refrain from formal
program recommendations until the four-country synthesis report is delivered to EE/LG. Since the
substantive focus of EE’s assessment is on design and implementation lessons to be learned from
Systematic comparison across country program experiences, recommendations are thought to be
premature until data are collected and analyzed from al the relevant country studies. Therefore this
country assessment features presentation of background, findings, and conclusions, but no
recommendations.

2.5 Team Composition

MSI’ s Ukraine assessment team consisted of Jim Fremming (Team Leader); Bonnie Walter (Senior
Democracy and Governance Analyst); Myroslava Lendel (Ukrainian Local Democracy and Governance
Analyst); and Bohdana Urbanovych (Ukrainian Local Democracy and Governance Analyst). Both Ms.
Lendel and Ms. Urbanovych have extensive professional familiarity with local governance in the
Ukrainian context. Ms. Inna Kharlamova, interpreter and logistics specialist, ably supported the team.
The MSI Home Office Technical Director was Stephen Schwenke, and Dennis Marotta was the Home
Office Project Manager.




3.0 Program Background

3.1 Local Government Context

When Ukraine gained its independence from the Soviet Union in 1991, the event was a true watershed in
the country’ s history; Ukraine had been without true independence from direct externa rule for
approximately one thousand years. Independence marked the opening of long-forsaken opportunities. At
the same time, Ukraine since independence has faced serious challenges of transition, including the need
for basic ingtitutional developments to support rule of law, fully functional ingtitutions of a market
economy, a supporting environment for civil society and effective ingtitutions of democratic governance
at dl levels. Notable progress has been made in many areas, including passage of aLaw on Local Sdlf-
Government in 1997, and of the Budget Code in March of 2001, which for the first time promulgated a
formula-based system for revenue alocation to local levels. While Ukraine suffers heavily from
inadequacies of public transparency and accountability, some encouraging steps (in public access to
information, for example) have been taken in recent years.

The challenges along the transitional path continue to be formidable, however. In the local government
realm, municipalities are amost universaly strapped for financia resources, and local discretion is till
severely constrained by political cronyism traditional top-down administrative practice and alack of
clarity in the division of responsibility and authority between levels of government.®* Technica and
management modernization, as well as increased democratic openness and participation in decision-
making, are clearly needed within local governments as well asin their broader politica-administrative
environment. The political constellation at the center is such that momentum for decentralization reform
has, with an occasional exception, tended to be grudging rather than proactive.

Frustration at the pace of progress occasionally reaches the surface of international discussion. In 2001,
for example, the Council of Europe published a “ Recommendation” to the Government of Ukraine on the
status of local democratic governance, noting that it was “ serioudy concerned by the worsening of
democracy and rule of law at local and regiond level[s] in Ukraine.” It additionally noted “substantial
resistance on the part of some Ukrainian political forces to decentralization of public powers on the basis
of the subsidiarity principle.”®

In the face of ageneraly but not universally unfriendly political environment at the center, international

donors and NGOs have applied a variety of approaches since independence. The particulars of how
USAID has responded are described in the sections below.

3.2 USAID Local Government Assistance

81 Two examplesillustrate this last problem. Thetown of Kalusch, in Western Ukraine, found that it had to close
eleven of itslocal schools during the week of our November interview, due to insufficient heating capacity. Inthe
transportation sector, several cities noted to M S| that the central government in 2002 mandated increased public
transportation subsidies for several special populations (such as pensioners), but as of our data collection had only
compensated cities for approximately one-third of the lost fare revenue to their municipal transport enterprise.
Infrastructural management is a broad and politically sensitive areain which localities carry considerable
responsibility but often find themselves facing major hurdles of funding or administration due to overlapping
authority and unfunded mandates.

82 Council of Europe, Congress of Local and Regional Authorities of Europe, Recommendation 102 (2001) on Local
and Regional Democracy in Ukraine. Eighth Session, November 2001.
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Since 1993, USAID’s assistance to Ukraine has included projects specifically directed towards helping
local governments evolve into responsive and ingtitutionally competent administrative units. Central to
the strategy for local government has been the premise that democracy is built from the ground up, by
nurturing transparent, effective and accountable governments, as well as through reform at the national
level. The projects that USAID developed reflect a two-pronged approach, involving:

Development of concrete skills and capacity that municipalities need in order to provide efficient

and effective urban services; and

Transformation of national policies to promote decentralization and fiscal reform.

It isinstructive to quickly review the projects designs and expected impacts over the ten-year period in
order to grasp the evolution of thinking about relationships of program design to impact.

3.21 Municipal Finance and Management Project

Until 1997, USAID municipa development projects focused on improvements in a small group of cities
Through its Municipa Finance and Management Project (1994-97), USAID supported effortsin Kharkiv,
Lviv and Ternopil to improve financial systems and citizen involvement as a means of increasing the
effectiveness, accountability and openness of local government. Implemented by RTI, this project aso
provided assistance for the formation of the Association of Ukrainian Cities (AUC) as a means of
strengthening decentralization, and to support the legal basis for local government. These projects pre-
dated the Law on Local Self Government, and highlighted the need for major structural and fiscal
reforms.

3.2.2 Effective Loca Government Project and Public Transportation |mprovement Project

Beginning in 1997, the Effective Local Government Project extended support in municipa finance and
management to a second group of six cities. Concurrently, the Public Transportation Improvement
Project assisted nine cities with technical assistance and matching grants to improve their bus and
trolleybus services. With the passage of the Law on Local Self Government, it was expected that cities
would be able to use their newly established authorities and responsibilities to initiate improvements
locally. However, many aspects of decentralization and municipal finance had not yet been resolved,
limiting the effectiveness of municipal interventions due to overlapping responsibilities and authorities,
and lack of fiscal decentralization.

3.23 Municipa Development Loan Fund Project

Despite the economic and financial problems till faced by local governments, in 1998 USAID provided
assistance to two cities to prepare them for municipa borrowing from the World Bank through the
Municipal Development Loan Fund Project (1998-9), and continued support to the AUC in lobbying for
budget code revisions that would give local governments the financia resources needed to implement
new responsibilities.

3.24 Dissemination of Regional Offices for the Association of Ukrainian Cities

Since 1990, further assistance to the AUC has been provided through the project for Dissemination of
Regional Officesfor the Association of Ukrainian Cities. Itsextension (Add-On for Smaler Towns)
combines support for organizationa development in the AUC’ s regional entities with nation-wide training
to staff of small and medium sized cities. Both projects sought to strengthen the non-governmental sector
as a counterweight to central government and to build a consensus and force for the reforms needed to
alow citiesto use their new authorities.
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3.25 Municipa Water Projects

Issues of municipal services delivery began to be addressed in 1998 when USAID assisted the World
Bank to evaluate water infrastructure rehabilitation projects in Lviv., in anticipation of municipal
borrowing enabled through the Law on Loca Self Government. A second phase of work, the Lviv Water
Infrastructure Project (1998-99) assisted the Lviv Vodokanal to prepare project documents for a World
Bank loan, and in the tender process once the loan was approved. However, the poor economy and the
lack of clarity in fiscal revenue sharing meant that cities were not yet credit-worthy and borrowing did not
occur. In 1999, a comprehensive Municipal Water Roll-Out Project (1999-2003) commenced, providing
training, technical assistance and grants to 8 cities and their vodokanals to improve technical, financia
and managerid skills, and to develop action plans for technical and managerial improvements, in
anticipation of continued policy and fiscal reform. Recognizing that improvements were linked to
further reform in the communal services and fiscal sector, USAID initiated a more policy-oriented
outgrowth of the Water Roll Out Project, the Tariff Reform Project (2000-2003) which was intended, in
its first phase, to improve two pilot vodokanal and district heating companies’ management and
operations, improve efficiency and cost effectiveness of energy utilization, and to revise the laws and
regulations that govern communal services tariff-setting and collection.

3.26 Community Partnerships for Training and Education Program

Beginning in 1990, USAID expanded the potential impact of loca government programs by increasing
the number of participating cities in new and extended projects. In 1997, USAID supported the
Community Partnerships for Training and Education Program (CPP) that established 14 partnerships
between Ukrainian and US cities, and four Regiona Training Centers that provide local government
management and technica training nation-wide; the Dissemination of Regional Offices for Association of
Ukrainian Cities project had provided training to large numbers of cities, and the Tariff Reform Project
was recently extended to an additiona 20 cities.

3.3 Conclusion

From this description of the history of USAID municipal projects one can begin to track how the Mission
tried out a variety of approaches to achieve its objectives—such as in depth concentration on afew cities
compared to dispersa of efforts amongst many cities, emphasis on technical and management
improvements compared to policy reform, development of broad training curricula compared to focused
technical assistance, and the linkages of programmatic emphasis to the political and economic climate of
the country. The history of the projects also points to the importance given to stimulation of municipal
borrowing, through association with World Bank efforts.

Recognizing that the genesis of current projects pre-dates 1997, this assessment will focus its attention on
projects beginning since 1997, forming a five-year period that represents substantial evolution of the
Ukraine strategy in local government assistance. The five-year period of coverage was deemed the most
practical for this country assessment, since it alows for inclusion of most of USAID’s mgjor effortsin
local government assistance and at the same time facilitates the M S| team’ s data gathering through the
limited memories of human interviewees. The team expects that this period of coverage provides
adequate informetion for lessons learned in programming.

The projects included in the assessment are:
1. Dissemination of Regional Offices for the Association of Ukrainian Cities,
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U.S.-Ukraine Community Partnerships;

Municipa Water Roll-Out Program,

Municipal Development Loan Fund Project;

Tariff Reform and Communal Services Enterprise Restructuring; and

Urban Public Transportation Improvement Project and Effective Local Government Project
(two simultaneous activities conducted by the same implementing organization).

oA wWN

Each of the projects covered in this assessment is described in detail in Annex B.
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4.0 Key Findings

4.1 Design and I mplementation Assumptions

In this section we discuss explicit and implicit assumptions applied in the Ukraine local government
program. Asthe M S| assessment team has proceeded in its analysis of the program’s design decisions
and the difference these have made for effective assistance, we have recognized the importance of
understanding key design and implementation assumptions as a prelude to identifying which program
approaches or techniques may have elicited more impressive impact.

In the case of USAID’s loca government program in Ukraine, the MS| team has observed USAID (and,
in many instances, USAID program implementers, Ukrainian partners and other international donor
organizations as well) making the assumptions described below. Before presenting this discussion, we
would like to offer these introductory comments:

First, the reader is advised to note carefully that these assumptions are not methodol ogical
principles undergirding the MS| assessment, but instead are key “originating points,” if you will,
for the design and execution of the USAID programs covered in this assessment.

These assumptions have been ditilled from the MS| team’ s analysis of interviews and program
documents, utilizing a comparison of the logics as expressed in these sources, supported by
cross-validation among multiple sources. Since program assumptions come in both de jure and
de factoforms (i.e., expressed in program design documents as well as being evident through
what the program “looks like” in subsequent design revisions and implementation), the team did
not limit itself to formal and intended assumptions.

Finally, these assumptions and their accompanying analyses are presented in the following order
only to facilitate presentation; the M Sl team has not attempted to prioritize these assumptions in
order of their importance or weight in our overall analysis.

USAID and itsimplementers started in Ukraine from a set of assumptions about the following key project
design elements:
- Themost pressing issues that cities must address;

The approaches and techniques that are useful, timely, workable and affordable;

The capacity of cities to absorb and use new techniques,

The ability of citiesto sustain efforts at the end of the project;

The potential for making an impact at the local levd, if the nationa political environment is not

conducive to reform;

The potentia for a spread effect leading to substantial impact;

The relative efficacy of concentrating ass stance within afew cities,

The influence of external donors on reform of nationa policies; and

Political and economic trends and their influence on loca governments

Key design assumptions may be grouped into four main themes:

Effectiveness of previous USAID assistance;

Potential for making a nation-wide impact on local government management;
Readiness of local governments to adopt new practices; and

Technical capacity of local governments and local organizations.
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411 Assumption Theme# 1. Effectiveness of previous USAID assistance

Assumption: USAID and its contractors under stood the priorities and problems of targeted cities,
and could select activities and project interventions for which cities could muster sufficient
resour ces, staff, authority and political will for successful implementation.

Andysis: Asin many countries, project focus and activities tended to be designed by USAID and/or by
USAID’s implementers, and did not include significant input from the beneficiary cities (or citizens) asto
the priority of the activity to the city, or the cities' political, financia or technical capacity to implement
and use the assistance. While USAID correctly identified a number of mgjor problem areas of high
importance (most notably the need to improve the management and financing of communal services), the
interventions and solutions proposed were not always feasible. This was due to a number of factors, one
of which was the limited political feasibility of undertaking the massive structural and financial changes
that were needed, especialy when the solutions were linked to higher costs to citizens. Lack of input
from the cities about real ability to implement changes may be one contributing factor (among others,
which are discussed elsewhere) asto why certain initiatives were not implemented.

In many of the Ukraine projects, cities were invited to apply for selection, displaying an assumption that
cities would propose themselves only if they assigned high importance to the problemsiinitialy identified
by USAID. An dternative theory would postulate that cities adapt new practices when there is a pressing
need to do so, and when the benefits of change are clear. In the case of both training and technica
assistance projects, it was left up to the city to determine whether the assistance on offer was appropriate
and useful to its needs. In essence, cities tended to be faced at best with a“ Chinese menu” of assistance
components made available to them, rather than with a context for articulating their own needs from the
beginning. Since few cities would refuse free assistance, there was a certain uncritical acceptance of any
assistance offered, even when unaccompanied with a clear commitment for the city to follow through.
The benefits of new ways of doing things or new policies were not always clearly established or
understood by the cities, especially as obstacles to implementation became apparent. In many instances,
USAID underestimated or discounted the legal, economic and political obstacles to implementing
changes in practices and methods, or the specific local context. In later projects, where clear agreements
were made with cities (in the form of MOUSs or other commitments) the commitment of citiesto
internalize the advice and adopt practices showed a marked improvement.

41.2 Assumption Theme # 2: Readiness of local governments to adopt new practices

Assumption: Cities had the capacity to absorb and use new methodol ogies and techniques with
only minimal training or technical assistance, within a short time frame.

Anaysis: USAID assumed that cities were capable of absorbing, adopting, and performing complex new
functions within a very short time frame with relatively little technical support or follow-up assistance.
Project resources were spread thin (the number of cities assisted through each project was a function of
how far the funds could be stretched). While there is no doubt that cities were willing to put time, effort
and money into solving those problems that they judged as high priority, the project designs
underestimated the time and amount of assistance needed to learn new skills and put them into practice.
Both the project timeframes and technical assistance were less than required to understand and apply
complex new functions and concepts such as strategic planning, financial analysis, and generation of
financia resources for necessary investments. As aresult, we find that a number of project cities have

83 | nterview with USAID source.
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only partialy incorporated new techniques into their management functions, or have only done so
temporarily while technical advisors were available, and did not have the competence or resources to
follow through alone. Thisis particularly the case where short training courses were the method to teach
complex functions, and where city resources were strictly limited.®

In some cases, the basic assumption was in essence valid, but in practice significant limitations were
encountered. With the dissemination of the Financial Analysis Moddl, for example, while the assessment
team did not conduct a probability survey of assisted cities to determine the extensiveness of its continued
use, it is apparent that many cities do continue to apply this tool to various local financia analysis needs.
At the same time, severa consultants and city officials MSI interviewed commented that with the passage
of the Budget Code a new set of reporting requirements were placed on cities, and many cities have had
difficulty applying the FAM to the new regulatory environment. The interview sources suggested that if a
tool isto be broadly disseminated in this manner it should be sufficiently flexible, in both its internal
technology and in how it is presented viatraining, so that its usefulness may be sustained through changes
in local needs.

413 Assumption Theme# 3: Technical Capacity of loca governments to adopt new practices and
local organizations to provide assistance

Assumption: Cities can find the financial resources to make the large scale (and even small
scale) investments necessary to achieve the objectives of the projects

Analysis: All communal services in Ukraine suffer from dilapidated and inefficient systems that require
large investments to generate basic service improvements and cost efficiencies. The technical assistance
provided through USAID’ s local government projects enabled cities to identify and prioritize
investments, and to apply more up-to- date management practices and technical solutions. Technical
assistance enabled cities to understand the benefits of computerization and Internet connections, citizen
participation and strategic planning, but the projects have not helped the cities to generate the magnitude
of revenues needed to improve services. Despite the new budget code that gave more money to cities,
and the reforms that alow cities to set their own tariffs, cities have not been able to raise sufficient
revenues locally or to borrow from donors.

As aresult, much of the assistance focused on service improvements has produced investment plans,
repair plans, business plans, and strategic plans that the cities cannot implement at the present time. In
projects where cities were asked to find modest amounts of matching funds, cities have indeed found the
wherewithal, but these small investments have generated only small improvements that do not begin to
resolve the fundamental problem. Solutions to the most pressing problems require massive funds, and
these funds are not available locally.

Assumption: The association of cities (AUC) can develop a substantial staff capacity and
generate sufficient member support to sustain 25 field offices and an array of activities, thus
justifying the support in capacity and expansion.

Anayss: USAID support to the AUC was based on severa assumptions. It was assumed, firgt, that by
expanding its field presence and offering more member services, the AUC would gain stature and

84 Officials from the small city of Kalusch, for example, noted to the assessment team that even though considerable
assistance has been provided to mediuntsized citiesin the financial management area, the technical capabilities of
financial specialistsin smaller cities, at least, are quite limited. They suggested that these staff need much more
training to build up technical skillsand to allow them to be freed of hierarchical, “old system” thinking.
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credibility and hence an expanded membership. This assumption has proved entirely correct, and the
AUC has greatly expanded membership within the past 3 years. But expanded member services have
been financed principally by USAID, not the membership (through internet services, information
services, training and consultations). It is now doubtful that the AUC membership iswilling or able to
assume the financial burden of paying for regiona offices (and aregiond staff that typically does not
feature highly developed technical skills). There isin addition the matter of funding AUC’ s central
organization, which is the basis for the project assistance. Once the subsidization of activities (such as
training, or free internet connections) terminates it is not certain that the current support for the
organization will continue when services are on afee-paying basis. In addition to the financial burden
thisimposes on member cities, thereis ill at issue the ability of the organization to muster qualified
technical assistance to provide the follow-through that member cities need to bring to fruition the
complex activities begun with outside TA.

414 Assumption Theme # 4: Potential for making a nationwide impact on local government
management

Assumption: Economic vitality in Ukraine would improve, making possible donor lending via
EBRD and World Bank.

Anaysis. It was assumed in the late 1990s that the national economy would incrementally improve, with
atrickle-down effect evident at the city level. Asindividual incomes rose, revenues would therefore
increase, cities would be enabled to charge more for services, thus improving their financial base and
facilitating borrowing for infrastructure improvements from World Bank, EBRD and others. In fact, the
declining economy and the effect of high energy costs has put the communal service enterprisesin worse
shape than previoudy, and has made credit finance a risky undertaking for both donors and lenders.

Assumption: The AUC could develop credibility as a repository of knowledge on local
government and become an effective force for policy reformat the central level. Such a bottomup
approach would generate policy reformif the organization represented a substantial number of
cities.

Andysis. The AUC has indeed developed credibility asit has gained membership, but it is not clear that
cities or the central government regard AUC as the driving force for reform in the local government
sphere. AUC 4till has not developed sophisticated skillsin lobbying with central government institutions;
it lacks the capacity to marsha data to support its arguments, and the intrusion of partisan politics has
been known to diminish its authority. A large city membership does not necessarily insure an effective
organization. At the same time that USAID was attempting to develop the AUC as a bottom-up force for
change, the Tariff Reform Project experts successfully negotiated with the central government for a
variety of reforms that affect communa services. Their “top-down” success may be attributed to a variety
of factors, such as the presence of along-term working relationship with relevant central government
ingtitutions and the ability to develop and substantiate a technical rationale for reforms. It may be due to
other factors as well, but it does not support the assumption that a bottom—up approach to policy reform,
inand of itsdlf, is the best way to achieve results.

Assumption: Given the opposition of the central government to profound reforms, impact can
best be achieved through working on small-scale management improvements that do not require
policy change.

Analysis: USAID’ s experience with early water and transport projects indicated that significant policy
change (and funds) were needed before the cities and municipa service companies could make the
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changes that would lead to substantial impact. The environment for policy change was not promising,
and investment capital not forthcoming. As aresult, USAID decided that the next round of projects
should concentrate on improvement of functions that did not depend on policy change. The“AUC
Dissemination of Regional Offices, and Training Project” focused resources on improvement of
processes, such as budgeting, public hearings, advisory committees, strategic planning — al management
improvements thought to be largely independent of policy obstacles or the need for large investments.

USAID did continue, however, to address core issues, such as improvement of communal services, and
the success of such projects was dependent on policy reforms to some extent. But even in thisareait was
recognized that major results would take along time because of the profound changes needed in the
economy and the political system. In fact, USAID has been pragmatic and selective, especially over
approximately the last three years, in its approach to the role of policy change in obtaining measurable
impact at the local level. The Mission appears to maintain a cautious approach: The new Loca Economic
Development project (under competition for its implementation at this writing), for example, makes no
presumption that policy reform at any level would be necessary in order for the project to succeed.®®

415 Summary of Assumptions

Aswe noted at the introduction to this section, the MS| team has derived these assumptions from
documentary analysis and interviews, combined with logical comparisons of formally stated assumptions
and assumptions in practice. Through this approach, the assumptions have been identified, with the intent
of drawing attention to program issues that could benefit from closer or more refined USAID attention.
From the descriptions above, we may summarize these issues as:

Emphasizing loca-level interventions over macro-level policy change;

Over-estimating cities capacities to absorb technical assistance and training;

Over-estimating the positive effect of the Budget Code on local financial resources,
Over-estimating how readily the AUC would increase its capacity and organizational
sustainability;

Over-estimating the strength of the Ukrainian economy that would be able to support external and
internal investment.; and

Overestimation of the AUC as a consistently effective advocacy organization.

41.6 Desgn Factors that were not subject to Assumptions

It isimportant to note that in certain critical program design areas, there were no clear guiding
assumptions. For example, building the sustainability of training without donor funding has never been
attempted or assumed to be a viable mechanism for institutionalization of capacity building in cities. It
appears generally accepted that Ukrainian cities will not pay for training on any subject (The Water Roll-
Out Project is the only project for which financialy sustainable training and consulting was considered,
and ultimately abandoned).

Assumptions about spread effect of projects aso seems to have been absent, and not included as a design
tool until quite recently. Only the AUC Dissemination project and the CPP activities have made serious
attempts to “disseminate” or spread information about techniques, new practices and tools to other cities,
in an attempt to increase impact of the projects. In neither of these casesis it clear what assumptions the
implementers or USAID held about the value of these activities, and there has not been an effort to
evaluate their effectiveness or impact.

8 | nterview with USAID source.
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Finally, the Mission has not addressed assumptions about the value of concentrating efforts on afew
cities, as opposed to spreading activities widely but thinly across the country. In fact, some projects were
concentrated, and some were not, but this variation appears, which one or two exceptions, to have been a
function of available project inputs rather than of design expectations regarding loci of impact.

4.2 Program I mpact

421 Dimensonsof Impact

Impacts of loca government activities — what measurable difference they make in the local management,
polltlcal and technical environment --may be addressed at three distinct levels:
Impact on project cities: This may be measured by new practices or methods adopted by the
cities, and by improvements in local government functions and services.
Spread effect to other cities: The number of non-project cities that adopt project-promoted
practices for problem solving.
Nation-wide impact: Laws, administrative regulations, policy or even sociocultural changes that
affect al cities, through administrative requirements or shifts in authority, responsibility or
funding.

4.2.2 |Impact on Project Cities

Most of USAID’ s projects in Ukraine have provided assistance to arelatively small number of cities
(water project and roll out, for 10 cities; urban transport, 8 cities;, municipal management, 6 cities; tariff
reform project, 2 cities). The exceptions are the AUC/RTI and the U.S.-Ukraine Foundation training
projects, discussed below. The objectives in these projects were to effect specific changesin practices
and to improve specific services or functions in the project cities.

Field interviews indicate that the early technical assistance projects encountered massive impediments to
implementation, including unresolved legidative issues, financial constraints, lack of jurisdictional
competence, changes in political leadership, constraints in local and national finances, and a worsening
economy. Asin many country environments, these constraints have cast a significant shadow on the
impact of the projects. Adoption of new management practices alone does not lead to substantial
improvement in service performance or a solution to the critical structura problems of deteriorating
infrastructure, lack of capital and limited loca resources. While cities have been enthusiastic in adopting
new methods and implementing any number of analytical and management functions, full implementation
of recommendations has simply not been possible, due to such congtraints. Where large-scale structura
changes or large infusions of investment funds are needed to solve critical problems, or where political
decisions are needed, improvement of services and the resulting benefits to citizens have been limited.

As an example of the limits to achievable results, most of the cities involved in the earlier Water Roll-Out
Project took steps to improve cost effectiveness and energy efficiency in operations, to improve financial
resource management and citizen relations. However, given the economic situation of their clients, the
political difficulty of raising tariffs, and the lack of investment capital, the observable improvements to
water and heating services have been relatively small compared to the magnitude of the problem. Clearly
just improved technica processes or better internal management cannot solve the problems. The current
Tariff Reform Project, which continues the assistance offered in the Roll-Out Project, has been designed
to be more sensitive to the need for small but achievable results that take into account regulatory
constraints (and a major relevant regulatory constraint has been dedlt with through legidation) and are
geared to the real economic potentia of the city.
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Nonetheless, cities find themselves facing many of the same familiar limitations to achievable results.
Political constraints, often based on economic factors, have been a magor impediment to cities' ability to
incorporate new practices or adopt change. For example, in the Water Roll Out Project, one city council
passed— and then rescinded — a water tariff increase that would have supported service improvemernts and
repairs. The increase was not politically feasible, given the readiness of some political |eaders and many
citizensto accept tariff increases. However, the current Tariff Reform Project has seen two project cities
successfully pass water tariff increases, with six more cities considering increases after considerable
public debate and community involvement in the plans.

This does not mean that the projects are bereft of impact. Mayors affirm that USAID advisors have
provided a number of new management tools, approaches and methods, but that implementation of
recommendations — putting the tools and approaches to use -- is difficult if not impossible because of
outside factors beyond the control of their cities. Cities have built upon the base of hardware and
software provided by projects. In instances where cities received equipment, this has been put to good
use (for example, leak detection and measurement equipment) as have grants for purchase of badly
needed machinery. It appears that where management improvements could be incorporated into the
framework of city operations and could show avalue, they are used.

In addition, some approaches and techniques may not have received much attention from USAID and
implementing organizations early on, but experience showed that they could be effective. Citizen
participation activities are acasein point. At first, such efforts were not given a great deal of weight in
the overall component package of assistance to cities. But assistance to the vodokanals, particularly in
Western Ukrainian cities, in time showed that citizen input could be a key element in motivating a water
enterprise to take risks for service improvement and the accompanying tariff increases, as noted above.*®
And while there clearly isafull range of attitudes among loca officias toward strengthened citizen
participation at the local level, severa local leaders we interviewed offered that USAID assistance had
caused them to be much more supportive of citizen input to local policy making.®’

Some methods and practices advocated by experts have been discontinued at some sites, as the cities
judged them poorly adapted to the local situation or legidation (e.g., task based budgeting) or not relevant
to solving immediate problems (citizen participation and public hearings). There is evidence, however,
that as cities find a direct application and benefit to using new methods and processes, when the severe
economic limitations and local political constraints to implementing technical proposals alow, they are
updating instruments and methods promoted by former assistance projects. For example, the city of
Kamianets-Podilsky recently has updated its strategic investment and financal plan in order to attract
private sector investment into their public companies. Some cities hold public hearings and have
appointed citizens to advisory commissions. Revised regulations for financia reporting have led to an
increase in the use of the modern budget tools. In sum, if and when cities have found a reason to adopt a
methodology, and as obstacles to structural changes recede, the assistance is being put to use.®

The Project to Disseminate Regional Offices for the Association of Ukrainian Cities (with its add-on for
small towns) and the Community Partnership and Training Program of the U.S.-Ukraine Foundation were

8 | nterview with implementing organization representative.

87 1n one case (the Deputy Mayor of Lviv) the city official said he found the citizen participation activity to be “the
most effective aspect of USAID assistance” to hiscity.

8 |n some casesit is difficult to trace or determine the impact of technical assistance. In addition to impediments
cited above, local elections have led to entirely new |eadership, sometimes accompanied by major staff shufflesand
no one at thesenior level is aware of assistance projects. Change requires strong political support, but in a number
of citiesthis support has been lost, and it is not known if the reforms and improvements have continued.
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designed to achieve somewhat different objectives. Both of these projects provided limited training and
even more limited technical assistance to a large number of cities. Both the approach and the expected
results differed from the previoudly technical assistance projects; in these two projects the emphasis has
been on breadth rather than site-specific depth of results. Data gathered for USAID indicates that many
of the cities so helped have undertaken some small changes in management procedures, or increased
citizen participation efforts. It isdifficult to know to what degree these cities continue to use the
techniques in their normal city management processes once the training and TA has ended. A draft EE
evaluation of the impact of local government training (2001) questions whether the training has led to
significant or sustained impact and whether without accompanying technical assistance the cities have
managed to take advantage of training.®® That study further notes the possibility that this training
provides a congtructive introduction to new management methods for cities, regardless of whether or not
they led to immediate results.

The AUC training project has produced discrete impacts, but as we have noted above it is difficult to
know how long lasting the impact will be when implementation of new procedures is complex (for
example, strategic planning) and training and technical assistance are not available. Where concepts and
techniques are relatively smple and do not require intense knowledge or skill to apply (for example, how
to hold a public hearing or how to use new budget software) the uptake of cities appears to be high. As
with technical assistance, when cities can see a specific use, benefit and immediate result, the training has
had more impact.

423 Spread Effectsto Other Cities

None of the early technical assistance projects in Ukraine have been designed with the specific core
objective of encouraging non-project cities to adopt project methods. Most projects have had conferences
and seminars to which non-project cities were invited, but this has been incidenta to other project
activities. And follow-up monitoring to determine whether there has been any spread effect has been
sporadic and anecdotal. Typically no mechanisms for spread of information or dissemination of practices
were contemplated and funds were used to include the maximum possible number of citiesin the project.

This approach was atered in the two training projects, and in the current Tariff Reform Project. Both the
AUC project and the U.S.-Ukraine Foundation projects have made conscious attempts to disseminate
results or successes to awider audience in the hopes of expanding the project impact. Both the AUC and
the U.S.-Ukraine Foundation have produced manuals, newsdletters, and websites, and both projects used
the extension of training to more cities as away to spread new practices. It has been difficult to
determine the impact that the dissemination efforts have had on cities, apart from training. The AUC and
Foundation websites contain best practices, and information about recent events of interest to cities, but
the use to which cities put the information has not been systematically evaluated. The AUC’s “Diaogue’
electronic network has been enthusiastically praised by some interview sources, particularly those from
smaller cities and towns with little or no previous eectronic network engagement, but the broader
significance and utilization of the Dialogue network was not dealt with in our analysis. This subject is
beyond the intended scope and allocated resources of the current assessment.

The AUC Regional Offices do serve other functions besides formal training or dissemination, however,
and the MS| team did observe, at two separate sites, mayors from a region gathering under the auspices of
the RO to discuss common problems and to consider joint actions (vis-a-vis the loca oblagt, the central

8 Unpublished USAID” Evaluation of Local Government Training in the Europe and Eurasia Region”. 2002, and
Development Associates, Inc. An Assessment of Prospects for Sustainability of Training Resources. Final Report,
November 2001
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government in Kyiv or the AUC centra leadership) to forward their interests. Some Regional Offices,
then, do serve as forums and organizational platforms for cities to share experiences and work together.

4.2.4 Nationwide Policy Impact

Ukraine local government projects were not designed to produce nation-wide impacts (except for the
AUC project, which has concentrated on developing the lobbying functions of the association). Early
attempts to work on policy reform led to the conclusion that outside parties working from the top down
could not influence political powers.

The early lack of success had two effects. First, it caused USAID to steer projects into a different
direction; and second it led USAID to promote the AUC as the leader of a bottom-up push for policy
reform. It isapparent that the Association’s analysis and advocacy capabilities indeed have been
strengthened. There have been some successes with this approach, including the new Budget Code,
which has profoundly improved the way transfers are made to local governments. At the sametime, as
USAID was turning to the AUC as avehicle for policy reform, problems in implementation of the Water
Roll-Out Project led to a new attempt to combine technical assistance in a small number of cities with
policy reform in the Tariff Reform project, targeting specific changes in legidation needed to improve
communal services. This project has successfully influenced a number of narrow but critical issues that
have had wide effect on communal services provision, demonstrating the necessity of a two-pronged
approach, and the limitations of technical assistance unless accompanied by policy reform.

4.3 Discussion of Basic | ssues

In this section, we address linkages between key findings of this assessment and the issues identified as
the assessment’s goals in the Statement of Work.

These issues, discussed below, include:

The quality and appropriateness of the approaches and techniques developed and delivered;
The role of local organizations in the development of approaches and techniques;

The demand for the techniques and approaches devel oped; and

The role played by the political environment on the development of approaches and techniques
for local governments.

AWN PR

4.3.1 Quality and appropriateness of approaches and techniques developed and delivered

The USAID/Ukraine LG program, during the period 1997-2001, typically presented a “multi-headed”
profile, with a mixture of approaches and multiple projects being carried out at any given time.
According to USAID sources, there has been at least some degree of intentiona program
complementarity , perhaps most recognizable in the site-by-site emphasis of RTI’ s assistance to cities
contrasted with USUF s emphasis on training and a relatively large number of city twinning partnerships.
The M S| team observes, however, that while these differing emphases together create a holistic-looking
set of project designs, their effective complementarity actualy hasits limits. Unless the two projects
systematically coordinate the substance of their efforts and their targeted cities and individuals, the result
ismore likely to be two potentially complementary projects working in parallel, not conjunction, with
each other. Arguably, in most if not al of the projects included in this assessment, the focus was on
accomplishing relatively short-term (1- to 2-year) reportable results with as many sites or targeted trainees
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as possible, given the resources available to the program.®® While the full USAID program may have had
afairly integrated, comprehensive appearance, on the ground the linkages across projects or approaches
have, as a general trend, been weak.” Under a more supportive policy environment in country for
decentralization (and even a more coherent, strategically oriented budgeting and planning approach from
USAID’s side), more authentic complementarity may have been possible.

The number of LGUs assisted in any given program cycle or within any project has been a matter,
according to sources knowledgeable of the design of these projects, of the level of resources available at
the time a project is scheduled to commence. Expected “critical mass’ of impact, diffusion of innovations
or demonstration effects have not been central in design thinking. The Mission has attempted both the
large scale and small scale approach. This brings us again to the issues of policy environment and finite
program resources. Under this combination of conditions, it becomes al the more necessary to be
initially modest in investment in any one approach, to gather information across time about what seems to
work and why, and then to focus efforts on application of what appear to be successful techniques.

The Mission has traditionally been sensitive to regiona equity in program presence, striving for a
workable balance between the more outward-looking West and the more insular, traditionalist East. The
U.S.-Ukraine Foundation’s mandate to assit al regions of Ukraine helps to push this god forward,
designing relatively “inclusive’ interventions that do not require elaborate ingtitutional settings also
supportsit. Cities with relatively more entrepreneurial, progressive leadership have tended to receive
more assistance; these cities up to this point have largely been located in Western Ukraine. However, the
USUF program now covers amost all regions of the country. Recent initiatives in Crimea and Kharkiv
indicate that USAID isincreasingly willing to work in relatively more difficult, resistant environments.

The Ukraine program appears to have, on occasion at least, found itself in something of a conflict
between scale of initia investment and follow-through. For example, many cities probably received
technical assistance and/or training in one or more component areas such as strategic planning or financial
analysis, but often cities appear to have a need for follow-on that so far has not been made available.*”
Thisis adesign issue connected, of course, to that of the number of LGUs in which to intervene at any
given phase of assistance, and the overlap of different projects in the same city. In some cases, such as
ddivery of the Financial Analysis Model, assistance may have been spread too thin to too many LGUS; in
other cases, such as the Tariff Reform Project, the interventions may have initially been limited to too few
pilot sites. The Ukraine program appears to have tried both the “broad and shallow” and the “narrow and
deep” approaches at different times without clear conclusions being applied as to the effectiveness of
either.

4.3.2 Roleof loca organizations in development of approaches and techniques

By and large, local Ukrainian organizations, such as nongovernmental organizations or consulting firms,
have not played a notable role in developing the contours of the USAID LG program or the particulars of
project implementation. Such organizationsin Ukraine are expanding in number and quality, but during
the period of coverage for this assessment very few viable ingtitutions of these types were present in
country as potentia contributors to program design On a micro level, there have been notable and

9 USAID and implementing organization interviews.

91 TheTariff Reform Project initially worked with only two pilot cities. The training required for roll-out was
broached with the US-Ukraine Foundation as a means of utilizing trainers and providing a home for dissemination.
However, the Foundation was not able to provide the technical level of training required, and consequently did not
collaborate with the Tariff project, which developed its own training roll-out capacity.

92 One mayor of amiddle-sized city, for example, noted that the local vodokanal isin need of strategic planning
assistance to refresh and strengthen the help it had received some years earlier.
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successful instances of local involvement — especialy the recipients of assistance— in refining
approaches taken in assistance. In the Water Roll-Out Project, for example, specific technica and
managerial toolkits were customized to the needs of each of the vodokands, upon consultation with them.
Earlier, the Urban Public Transportation Improvement Project (in the mid-1990s) began with
identification of city needs with help of project-supported municipal advisors. This supported flexibility
in responding to local needs. Representatives of some of the assisted cities, interviewed by the
assessment team, expressed their satisfaction with the project’ s flexibility to adapt to varying local issues.

Some projects, such as the Effective Local Government project, utilized surveys of cities, an assessment
team, statistical analysis plus policy input from USAID for selection of cities. But once implementation
was underway, delivery was “Chinese menu” rather than featuring locally derived design.

More recently, there has been at least one instance of extensive local consultation as input to development
of aplanned project. According to USAID sources, design of USAID/Ukraine's new local economic
development project involved extensive consultation, both within the Mission and beyond. The externd
consultation featured focus groups at each of the RTCs; these sessions included discussions of local
economic development needs with mayors, business representatives and NGOs.

4.3.3 Demand for the techniques and approaches devel oped

The largely unsupportive policy environment in Ukraine for decentralization, plus the economic climate
and history of centralized decision making, combine to constrain demand among cities for assistance.
Cities seem to exhibit an increasing readiness to engage in assistance, but the financial resources for
matching donor contributions or independently purchasing assistance are generally not present among
Ukrainian LGUSs, thus limiting demand to free donor assistance. In general, MS| has found that medium:
sized and smaller cities do not have the financial resources to avail themselves of technical assistance
without externa help.

On the other hand, even smaller cities and towns can respond positively to specific opportunities proposed
by donors. The town of Kalusch in Western Ukraine, for example, has had an ongoing relationship with
the Community Partnership Program for 5 years, emphasizing training and TA in distinct technical areas
identified as needed by the city. These areas have included small business mobilization, and land
management. In another example, the self-financing aspect of the small demonstration components within
the Water Roll-Out Project appears to have reinforced interest and commitment by the vodokanals
because the solutions proposed fdl within the city’s economic possibilities.

Training **continues to be popular, and cities are both responding to and requesting up-to-date substantive
foci for training. Some city officias told the team that the popularity of some sessions offered by the
Regional Training Centers has led to difficulty in gaining ready accessto them (, and there is agrowing
demand for the Tariff Reform Training Courses). These officias also mentioned that generaly the
training offered by the RTCs is useful and responsive to the needs of municipdities. Aswe have noted,
however, financial sustainability of the RTCs aswell as other | training remains a challenge, given the
limited finances of LGUs up to this point. A ssmilar problem is faced by the AUC where the donor
support for their training will soon end with no assurance that member cities will pay for training in the
future.

93 All training in Ukraine USAID projects has been free of charge. The 2001 Training Sustainability Assessment
concluded that fees for training are not practicable at thistime.
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4.3.4 Role of thepolitical and economic environment on the development of approaches and
techniques for local governments

The environment provided by the GOU towards LG efforts has been generaly unsupportive, ranging
across particular initiatives from cooperative to hostile. We have noted above, for example, that the
central government played something of an initiating role with the Tariff Reform Project, requesting
USAID assistance in thisarea. Also, the Budget Code was passed, with assistance from USAID and
other donors, when there was arelatively high level of receptivity in the central government to reform
proposals.

The preponderant character of the Ukrainian political environment for local government assistance,
however, remains strongly negative. Relatively independent, locally based political aliances are not well
developed as counterweights to centralized power. Similarly, civil society organizations and rule of law
(particularly the system of lower courts) essentialy lack the watchdog or corrective functions one would
observein aliberal democracy. While public challenges to arbitrary central power are not unknown, and
the electoral system features moderate integrity, those who hold top positionsin the GOU continue to
have vast governmental and informal resources at their disposal for enforcing their interests.

This concentration of political power means that local government interventions are by necessity often
constrained to a focus on technica and local-level changes, athough it has been shown in project after
project that without policy reforms and a better enabling environment, the assistance often has limited
effectiveness or cannot be adopted. At times, GOU resistance can effectively cut off even initiating
assistance. Oneinterview source with close knowledge of the USAID program noted that |eadership of
some cities (such as Odessa and Donyetsk) have been “coerced” by the GOU not to participate in USAID
LG projects. In apolitical environment such as this, it is not a surprise that both the CPP and MFD
projects were designed with the conscious intent not to require coordination with the central government.

The Mission has tried to be selective in how it works with the centra government, taking advantage of
forward steps taken in other sectors. For example, the generally positive experience of PADCO's
implementation of a socia sector reform project encouraged U SAID to apply the confidence developed
with the central government to the Tariff Reform project, aso implemented by PADCO.

Findly, it would be difficult to over-emphasize the importance of the economic environment in
constraining progress in decentralization in Ukraine. Ukraine continues to be a*“low-income” country in
the World Bank’ s categorization scheme; thisin itself suggests that financial and human resources
available to public and private sectors, especialy outside Kyiv or afew other mgjor cities, are poorly
mobilized. Low incomes and high unemployment make it hard for cities to tax and to accomplish high
quality, reliable service delivery. With most organizations, including the cities themselves, continually
strapped for cash, it is hard to encourage sustainability in institutional arrangements (such asthe AUC
Regiona Offices and the CPP' s Regiona Training Centers). Perhaps most important is the fact that even
with the development of formula-based local revenue alocation, without an improved environment for
economic investment only afew cities appear able to undertake the risk attached to further local reforms
or changes that require a substantia allocation of own-source funds or to prepare for municipal credit.
This effective restriction on accessible financial resources in turn reinforces the political vulnerability of
local governments described above.




5.0 Conclusions

We derive anaytical conclusions from the observations presented on the preceding pages. Asnoted in
the description of the assessment methodology, we refrain at this point from offering program
recommendations, because these are to be developed from the forthcoming cross-national synthesis.
Instead, we present the following summary points from our anaysis.

5.1 Project goals

5.1.1 Determine the impact of USAID-sponsored local government activities on the management
capacity of local government

USAID activities clearly have made a difference in the capacities of those local governments in Ukraine
touched by different projects. Technical capacity, in areas such as financial analysis and communal
enterprise management, has been markedly improved in anumber of cities, especialy medium-sized
ones. In addition, “eyes have been opened” (aslocal |eaders themselves would tell us) regarding the
possihilities that may be available to cities as management tools become more available and policy
conditions might improve. USAID’sleading role in providing training and technical assistance in such
areas encourages the assessment team to conclude that the bulk of such capacity improvements are
attributable to USAID assistance.

The improvements are not perfect or uniformly consistent, of course. Longer-term sustainability of
technica assistance or training provided on a mass dissemination basis, for example, remains a concern.
In addition, while USAID has tended to emphasize organizational management issues “within” LGUSs, the
linkages of LGU decisions and processes to their respective communities has not been emphasized
historically. Thismay pose another vulnerability to the sustainability of improvements to date, since in
theory any innovations in loca management will be stronger and more enduring with support and interest
from civil society organizations, private businesses, and individual citizens.
5.1.2 Examine the influence of the national political environment on the adoption of USAID-sponsored
local government activities

There is not a research method known that would allow the assessment team to determine what
accomplishments might have been made through the USAID LG program, had the nationd political
environment been more supportive of reform. As we have noted, however, it is clear to MS| that the
political environment, as well as economic conditions in Ukraine, have substantialy held back adoption
of innovations. The period of more openness in central government policy has thus far been too short to
alow for acritica mass of investment and enthusiasm for decentralization to develop.

Which is the more critical constraint, the political environment or the status of the economy? The
assessment team finds that it may at first be too easy to “blame the politicians’ for the limited reform to
date; the economic environment for local government is itself a severe constraint. \We recognize,
however, that LGUs arein redlity to be found in a“political economy” of center-periphery relations, and
that weaknesses in Ukraine's political system (such as transparency, accountability, civic engagement and
rule of law) trandate readily to impediments to economic growth and a more broadly shared prosperity.
Further progress in both polity and economy are needed in order to offer Ukrainian cities and towns the
proper environment for becoming more managerially competent and responsive to local needs.




5.1.3 Determine the impact of the local government activities on the process of decentralization and
enhanced loca governance

USAID activities have supported the decentralization and strengthened local governance in essentially the
following two ways. First, the program has taken the few opportunities made available to it to effectively
promote policy reform, notably regarding revenue reallocation and (more recently) tariffs on communal
sarvices. Second, and more obviously, USAID efforts have enabled local government leadership and
technical staff to become aware of and apply some key management and technical tools in support of
more responsive local governance. We would interpret these “tools’ quite broadly, to include, for
example, an association of cities that offers policy forums, training and information exchange that are all
critical to the empowerment of local governments. In a precarious political environment at the center, it
is al the more important to have these tools available to cities, and to ingtitutionalize their use as much as
ispracticaly possible.

The “weak underbelly,” perhaps, of thislargely encouraging picture of the impact on local governanceis
that it in many ways is more impressive in its potential than in its accomplishments to date.
Decentralization is ultimately a two-way street, and at some point it will be necessary for further major
reforms to be derived with the participation of the GOU. In addition, decentralization tends not to
proceed far when small and medium-sized localities have weak economic foundations. Finaly,
strengthened local governance typicaly is characterized by a community’ s broadly shared investment in
its future, with active private sector and civil society involvement in local planning and decision making.
In most of the LGUs that USAID has assisted, this (admittedly ambitious) vision is far from having been
achieved.

5.2 Lessons Learned

We group our observations on lessons learned in accordance with the questions posed in Task 6 of the
Assessment Scope of Work.

521 How can USAID and its partners design useful, desired and aff ordable approaches?

USAID/Ukraine has delivered a mixture of approaches (assistance on technical matters of
management and enterprise operations; training in a broad range of substantive aress,
broadly disseminated assistance to many cities as well as efforts targeted to just afew
selected localities) that have tended to focus on the right technical areas of need. Over
the years, experience has shown that “cookie cutter” techniques (i.e., delivering the same
assistance repeatedly to many different LGUS) can expand awareness and a certain
amount of knowledge in LGUs, but more effective and efficient use of resources
probably would call for more local customization and/or flexibility in the possible uses of
the tools provided.

With the exception of the projects featuring a small group of targeted cities, assistance
may have been a bit too “thin” on aper-LGU basis to assure lasting impact. Asthe
political and economic environment in Ukraine continues to evolve, shifting emphasis to
longer-term commitments with partner cities and opportunities for follow-on TA or
training may prove valuable.

Unless technical assistance and training iskeyed closdly to the immediate political (both
the legal and regulatory environment, and the local political environment) and economic
imperatives and potential, the citieswill have little initiative to follow through with
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implementation and the impact will be greatly diminished. Cities respond to what isin
their clear sdf-interest, politically and economically.

5.2.2 What are the most effective ways in which to involve local organizations in the development and

implementation of local government activities?

Generally speaking, thisis a chalenging aspect of LG assistance in Ukraine. The AUC is
thus far a“ success story,” in large part due to sustained assistance by USAID and the
Agency’s support for strong linkages between regions and the central officein Kyiv. But
other locd organizations, with afew exceptions, need further institutional development
before they can become effective contributors to effective USAID assistance. Arguably,
with LG manageria capacity improving, USAID support to loca organizations is now
more appropriate than in earlier years, athough the setting calls for cautious initial efforts
in this area since there is no effective demand for their services apart from donor
programs.

In the meantime, there are some encouraging recent examples of focused USAID
consultation with interested parties on project design, most notably the preparation work
for the new LED project.

Financial sustainability of local organizations, including the AUC, is a continuing
concern. Developing this sustainability cannot be expected to be an overnight task, but in
order for these organizations to be truly effective and influential with their counterparts
this aspect of their development needs to be further addressed.

5.2.3 Should USAID activities task the implementer with creating and implementing approaches and

techniques in a certain number of local governments or with devel oping approaches and

techniques that will be demanded by local governments?

In order to promote sustainability and long-term efficiency, the preference would be to
develop and deliver assistance that closely matches recognized priority needs held by
local governments. We have noted, however, that such demand for assistance in Ukraine
faces substantial economic and political constraints. For the next couple of years, at
leadt, thisis likely to remain the case. Effective demand for assistance therefore may be
overestimated. Since the program’s limited experience with city cost sharing (through
part of the Water Roll-Out Project) appears to have been effective, it may be worth
carefully exploring other areas in which cost sharing could applied in future activities.
Terms of such cost sharing agreements would need to be quite favorable to citiesinitialy,
given their limited resources.

524 How can USAID-supported activities have the greatest impact on enhancing decentralization and

improving local governance nationwide?

Substantive change towards better local governance is dependent on an improved economic and
political environment, both at national and local levels. Cities will continue to require assistance
to improve their own economies, to access an adequate and reliable revenue base, and to
effectively and accountably manage their financial affairs. *

% According to a USAID interview source, in the most recent local elections, about 40% of LGUs
experienced a change in mayoral leadership.
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Local capacity strengthening will be a continuing need. Arguably, recently initiated
efforts in communal services tariff reform and local economic development are
appropriate because of the readily identifiable need for improvements in these aress.

To achieve impact noteworthy at a national scale, USAID needsto maintain a rolein the
sector, while not losing touch with policy dialogue at the center. The current posture
(with the bulk of investments with local capacity strengthening, mainly focused on
revenue generation, fiscal strategies and income generation, but maintaining some GOU
interaction with one or more projects or project components) seems but a partial solution,
and would probably generate better sustainable impact if accompanied by focused
achievements in national policy reform supportive of local economic growth and
decentralization.
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