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Foreword
]

Institutions — the formal and informal rules for social interaction — are a key
to sustainable development and poverty reduction. Donors and their part-
ners recognise this. Institutional reforms are high on the agenda and support-
ing institutional development (ID) 1s a strategic issue. This is recognized in
the Paris Declaration which emphasises programme support and capacity
development at systems level. However, changing rules — developing institu-
tions — is a complex undertaking as institutions are embedded in a country’s
specific historical and cultural context. Thus, if ID is inherently ‘local’, what
role is there for donors? How can they successfully support ID as a means to
contribute to poverty reduction?

In 2004, Sida’s Department for Evaluation and Internal Audit launched an
evaluation theme on supporting ID, with the purpose of learning lessons
from Sida’s experience and enhancing the understanding of these issues.
This report synthesises the findings, lessons and implications of a first orien-
tation and overview phase.

The report concludes that Sida support for ID is comprehensive, deliberately
provided and broad in scope, but that theories of change, strategies and
methods for dealing with the characteristics of ID are not well articulated.
Even less 1s known about the performance and long-term impact of such
support. An essential lesson is that ID is a dynamic process of complex inter-
actions and calls for deeper understanding of the complex process of institu-
tional change — not least the relationship between formal and informal rules
— the adoption of a process-oriented approach and developing common con-
cepts and analytical frameworks.

Evaluation work is thus expected to provide information about results and
lessons learned. In addition evaluations may contribute to a) learning about
the local context and processes of 1D, b) the development of common con-
cepts and understanding through joint reflection among Sida staff and coun-
try partners, and c) enhancing the capacity of local partners.

The report concludes by observing that since the institutional perspective
helps unfold the context — it makes the hidden explicit — it may be useful to
contextual analysis at all levels beyond support specifically aimed at ID.

FEva Lithman

Director
Department for Evaluation and Internal Audit






Abstract

Institutions may be seen as formal and informal behavioural rules. They
structure human interaction in social, political and economic life. Rules influ-
ence the way actors behave and societies perform and are a key to sustainable
development. Donors recognise this and seek to support the development of
economic, political and social institutions. However, changing formal and
informal rules 1s difficult. The process of change is complex and embedded
in a country’s history and culture. What role is there for donors? How can
they successfully support processes of institutional development in partner
countries? These issues are at the centre of a Sida evaluation theme on sup-
porting institutional development. This report synthesises findings from a
comprehensive orientation and overview phase, identifies lessons learned
and discusses the implications for the evaluation theme as well as for Sida
more generally.

Findings show that Sida support for institutional development is comprehen-
sive, deliberately provided and broad in scope — and it is hence easy to get a
picture of what Sida supports — but there is uncertainty about sow Sida goes
about providing that support, and why it does what it does. Even less is known
about the performance of such support, which indicates a strong need for
evaluation. Lessons about how to support institutional development include
a call for a deeper understanding of the underlying process of institutional
change, as well as for developing common concepts and analytical frame-
works, strategies and methods for policy and practice of Sida support. In
particular, there is a need to actively take account of the characteristics and
specific difficulties of institutional development — which may require change
in Sida’s own internal ways of working,

One conclusion of the orientation and overview phase is that, apart from
making traditional contributions in terms of knowledge about results and
lessons learned, evaluation can make significant additional contributions. It
can contribute to learning about the process of institutional development as
such, to a common understanding and language about these issues, and to
opportunities for joint reflection and learning among Sida staff and country
partners. A concluding reflection is that a major contribution of an institu-
tional perspective is that is helps us to open up the context — makes the hid-
den explicit. It is therefore useful to all Sida support and contextual analyses
at all levels.
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Summary
|

There is broad consensus that institutions — the formal and informal rules of
social interaction — are crucial for development. In many countries, it is the
existing ‘rules’ which prevent sustainable development and poverty reduction
from taking place.

Donors and their partners recognise this. Institutional reform has been on
the agenda since the late 1980s, and supporting institutional development
(ID) is now a strategic issue. The current trends towards programme support
and capacity development at systems level — all reflected in the Paris Declara-
tion — highlight the importance of well-functioning institutional frameworks
and a thorough understanding of how to reform these in order to bring
about poverty reduction. Supporting ID thus has significant implications for
donors.

Change in formal and informal rules is hard to achieve however — as wit-
nessed by the experience of many reform attempts. The process is complex
and embedded in a country’s history and culture — the specific context of
social, political and economic rules of the game. If institutions are inherently
‘Tocal’ and specific to a particular context, what is then the role of donors?
How can they as ‘outsiders’ successfully support processes of ID as a means
to contribute to poverty reduction?

Synthesis Report from an Evaluation Theme

These issues are at the centre of an evaluation theme initiated by Sida’s
Department for Evaluation and Internal Audit (UTV) in 2004. The primary
purpose s to learn lessons from Sida’s experience from supporting ID in partner countries.
A second purpose is to contribute to an increased understanding of the role of institu-
tions for development and of the processes of ID, as well as the implications for development
co-operation more broadly.

The evaluation theme adopts a process-oriented and participatory approach.
As a first step, an orientation and overview (O&O) phase was conducted in
close co-operation with Sida’s operative departments and field offices. The
alm was to serve both as a pre-study, setting the stage for up-coming evaluation, as well
as a learning phase for all those mvolved in the process. A number of activities were
conducted and several reports were produced.

The present synthesis report concludes the O&O phase. It primarily ad-
dresses Sida staff, but is also directed to Sida’s partners. Its purpose is to: a)
report the findings of the OO phase, b) identify lessons learned from this phase, and c)

discuss the implications for evaluation as well as_for Sida more generally.
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The report first briefly clarifies the wstitutional concepts used in this evaluation
theme. It thereafter summarises the findings of a review of Sida support for the de-
velopment of formal and informal rules in four countries — Kenya, Mozambique,
Laos and Vietnam. It goes on to report lessons learned from experience about how
to support ID successfully, based on reviews of Sida evaluations and the work of
other donors and, in particular, the experience of ‘aid’ consultants. Additional
lessons that have emerged in the process are discussed, firstly, about the nature of ID,
and secondly, for Sida’s development co-operation more generally. Finally,
the report draws conclusions about what we now know, or do not know, and discusses
major knowledge needs and other implications for Sida — for its support for ID as well
as more generally, and for evaluation in particular.

Institutional Concepts

Institutions are here defined as the formal and informal rules which govern social
interaction. They prescribe behaviour for human interaction in social, political
and economic life. They are the ‘rules of the game’. Institutions are thus
distinguished from organisations, which together with individuals are the ‘play-
ers of the game’. They act and interact according to the rules. Formal rules
such as laws, regulations and statues, are codified. Informal rules are the work
routines, social codes of conduct and customs. They are implicit but still
adhered to. In many partner countries it is the informal rules that are
crucial.

Institutions influence actors, but are also mnfluenced by actors. The rules of
the game are not fixed, but changed over time by actors — organisations as
well as individuals. Institutional change need not be beneficial. What we
mean by institutional development (ID) is istitutional change in a direction that
promoles sustainable economic, political and social development to achieve poverly reduction.
Hence, ID is a means to a higher goal — not an end it itself.

Findings about Sida Support
for Institutional Development

A review of Sida’s work in four countries paints a picture of Sida’s existing
support for ID. The review is partial, but does illustrate what this support
looks like and how Sida works.

As regards the nature of Sida support for ID, the report finds that

* In general, this support is comprehensive, deliberately provided and broad in scope,
in particular the development of formal rules is explicitly aimed for and sup-
ported. Support to informal rules is less explicit and less conscious — and more conten-
tious, as it reveals that changing rules involves changing values and cul-
ture.



As regards Sida’s way of supporting ID, the report notes that

There is uncertainty and a seeming lack of awareness within Sida as to how it actu-
ally goes about supporting ID and why it does what 1t does.

This implies that there is an unclear overall strategy and approach to the sup-
port, and no clear programme theory for how to achieve the ID aimed for.
Existing elements of approach tend to be implicit, partial and narrow —
focusing on individual or organisational level while institutional change is
aimed for at higher systems level —but the wider context and complexities
are not addressed.

This is further reflected in a lack of strategic considerations as to how and why
Sida relates to different local actors involved in ID — with few strategic choices
of central actors or agents of change and limited consideration of power
relationships.

In particular, there are ambiguities as to how, and why, Sida relates to the state — a
strong state-sector bias seems partly to be taken for granted as well as
implicit assumptions that the state is the primary change agent.

These observations lead to two major conclusions:

1) There is a striking gap between Sida’s comprehensive and deliberate support, on
the one hand, and the uncertainty and vagueness about how Sida goes about it and
why, on the other. It 1s easy to identify Sida support and get a qualitative
overview of what it supports, but difficult to get a picture of how Sida
goes about doing that and why. The observed ways of supporting seem
to reflect implicit assumptions and unclear considerations rather than
strategic choices.

2) Sida lacks systematic ways and methods for dealing with the characteristics of in-
stitutional development (ID) — there is no explicit or conscious dealing with
mstitutional complexity, dynamic processes of institutional change or
ID at the systems level. In particular the factors which render ID particularly
difficult — such as interests vested in the existing institutional set-up, fear
of change and prevailing mind-sets — are neglected.

Two other major observations are made about Sida’s taking the institutional
context into account:

Central mstitutional conditions and reform characteristics are acknowledged as
important, m particular formal ones, but the understanding of the local context is not
always used or acted upon. Examples are a certain tendency to avoid ‘diffi-
cult’ institutional issues — in particular informal rules and their conse-
quences, not least for the role and functioning of the state; another is not
to make use of the opportunities offered by a certain institutional set-up.
Enowing, but not doing.
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o Luutations are imposed by inter-donor relations and constraints within Sida’s own
orgamisation. Donor co-ordination and harmonisation may, for example,
force Sida to promote inferior methods. Dialogue is seen as central, but
methods are poorly developed and resources limited. Staff’ may also get
caught in contradictory tendencies within ‘aid’ — aid does not seem to be
well adapted to the characteristics and needs of ID. Knowledge is not
enough.

These observations lead to a third conclusion:

3) Sida’s fairly good knowledge of the local institutional context often
seems not to be used because ¢fforts to work more consciously and strategically
with support for ID are constrained by lLimitations imposed by ‘ad’ and donors
themselves. The officially denied so-called disbursement goal recurred
repeatedly as a significant constraint, suggesting there may be incentives
within aid that prevent effective support for ID from being implemented.

Lessons for Supporting
Institutional Development Successfully

Several efforts were made to explore existing knowledge about supporting ID
successfully in order to identify lessons learned from past experience. Re-
views of Sida evaluations and the work of other donors were made, and the
experience of ‘aid’ consultants was collected during a learning exercise and
documented.

The major conclusions of the reviews of Sida evaluations and the work of
other donors are somewhat disappointing:

e The review of Sida evaluations offered little information on lessons for support of
ID. 1t proved difficult to identify such support in the first place, and
even more so to draw conclusions from it. While individual factors for
successful support to ID were identified in a deeper analysis of five
selected evaluations, it is not possible to paint an overall picture of suc-
cess factors or lessons learned on the basis of this review.

o Lessons learned on supporting ID are not easily accessible within the donor com-
munity — at least not by the initial review conducted during the O&O
phase. Evaluations and other documents that explicitly report on
lessons for supporting ID were particularly difficult to identify. The
review found explicit approaches to support for ID to be scarce and a
conceptual confusion among donors on institutional issues.

The collection of experience of ‘aid’ consultants turned out to be far more
valuable and leads to the following major conclusions:



A large number of useful lessons about supporting ID were learned from experienced
Swedish aid consultants.

There was a particularly strong consensus that there are two essential
and fundamental conditions for successful ID projects:

1) Real determination to achieve change on the part of the local partner —but the
change does not need to be concretised in specific descriptions of
what the result should be

2)  Co-operation us based on the understanding that ID is dependent on the local
context —the courses of action taken and the wstitutional solutions to
problems must be based on local conditions and locally accepled systems.

Additional important lessons for supporting ID:

ID 15 created from the inside. Rules are charged with values — and values form
part of the core of both people and organisations. The driving force for
change originates from this core and has to be mobilised to achieve successful co-
operation for ID.

The choice of partner is important. So are efforts to understand his/her basic
positions, ways of thinking and the local institutional context. Their driv-
ing forces can also be influenced. For sustainable development of rules,
relations may be more important than goals.

Dralogue is of decisive importance — and requires presence. Nurturing relations
and contextual understanding require presence and participation in con-
tinuous dialogue over long periods of time. Aid actors must establish per-
sonal relationships beyond the call of duty. Initiatives from outside can be
useful. Aid actors can critically discuss weaknesses, legitimise alternatives
and highlight issues that local stakeholders cannot openly express — and
offer new mind-sets.

Identify and influence values. ID involves changing values. The parties need to
understand each others’ world view and thinking — and values. It is also
important to be aware of one’s own values, to specify the change in val-
ues that are sought and ascertain that these are in line with the values
promoted by Swedish development co-operation.

Adopt a process-oriented approach — since ID s dynamuc, gradual and difficult to
Joresee. Time and space is needed to search for new solutions that need to
be developed in social interplay. Formulate projects in broad terms and
specify/adapt activities later through learning. Understand what is hap-
pening ‘just now’ and flexibly adjust to windows of opportunity. This requires
change within Sida — in attitude, rules, methods, allowing decision mak-
ing under uncertainty, more follow up rather than detailed planning in
advance.

A central problem: too little s known about the complexity of ID. Complexity is
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recognised but little is known about relationships and interactions be-
tween different rules, actors and other factors in complex systems and
processes of ID and change. There is an urgent need_for more knowledge and
development of analytical methods — not least to better understand the relationship be-
tween_formal and informal rules.

Reflect together and develop a common language. There is a pent-up need to re-
flect on experience together with others — not least over organisational
borders, as in this learning exercise — and to develop a common language
that is understood by everyone working with ID.

Lessons Learned about the
Nature of Institutional Development

Apart from lessons directly based on the different studies conducted, addi-
tional — partly unintended — lessons emerged during the O&O process. First
of all, lessons were learned about the nature of ID.

General conclusions are:

A major lesson is that ID is a dynamic process of complex interactions. There
are hence two overall characteristics of ID that have become increas-
ingly clear — referred to as process and complexity — on which a number
of lessons were learned.

These lessons have important implications for supporting ID. In gen-
eral, they mean that Sida and its partners need to be aware of the character-
wstics of the process of ID and the different factors involved in its complex interac-
tions — in particular those which make ID difficult — and relate to and act
on these in a conscious and strategic manner.

Lessons were learned about the characteristics of the process of 1D:

ID evolves in steps over time in a dynamic process that is often gradual and
incremental, but not necessarily smooth, and the sequence may vary.

ID is largely organic — the process evolves spontaneously without conscious
design — even formal reform with planned elements involves unantici-
pated change. It is therefore difficult to_foresee.

ID is path dependent — shaped by the existing specific institutional set-up
and other contextual circumstances plus events occurring in the process.
History matters!

ID is complex — in several respects — influenced by several factors which act,
change and interact. It often takes place within complex institutional set-
ups and/or systems of organisations and may involve change of rules at
different levels.



Lessons were also learned about the complexity of 1D, which involves the
interaction of a number of crucial factors:

*  Imtiating and driving factors: Certain factors initiate ID — for example eco-
nomic crises — others account for its continuation — such as repercussion
effects of partial reform that require complementary change.

o Actors, their roles, incentives and interaction: ID takes place through interaction
of individuals and organisations — some promote others resist change,
depending on incentives and power determined by the existing institu-
tional set-up. The state is a central actor, but not the only one, and its role
in society may vary and individual state actors may play different roles.

o Values and beliefs — perceptions and ideas: ID requires change in mind-sets —
values about ‘how the world should be’ and beliefs about ‘what the world
is like’.

o Other rules — particularly informal: Institutional interrelatedness implies that
rules are linked to each other — and so is change in rules. ID is influenced
by existing rules, may require complementary change, as well as give rise
to additional change in other rules. In particular, the role of informal
rules is important — they are hidden and implicit but often take prece-
dence over formal rules and influence formal ID.

o Other factors — notably knowledge: Knowledge and competence development
matters — but it is unclear how and to what extent. Effective ID involves
change of behaviour and this requires learning — knowledge and compe-
tence develop in the process. ID is a learning process.

These lessons also help us identify a set of factors which contribute to render-
ing ID particularly difficult:

Vested interests in maintaining status quo

*  Uncertainly and fear of change

*  Prevailing mind-sets: values and beliefs

o Invisibility of rules, especially informal rules
»  Inter-relatedness between different rules

»  Embeddedness of institutions and change

* ID requires learning

Additional Lessons
. . XVIl

— for Development Co-operation in General

During the O&O phase, general lessons from the process of working with

this theme — which go beyond the specificities of support for ID — also
emerged.
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The positive response and devoted interest of many Sida staff and other ac-
tors participating in the O&O phase contribute to a strong impression and
overall conclusion:

o The institutional theme highlights and responds to a set of deeply perceived general
needs within Sida’s orgamisation and among its partners.

These perceived needs are linked to two sets of lessons:

o There is a perceived need lo understand, consider and act on certain issues raised by the
wmstitutional theme within development co-operation in general — the increasing
complexity within ‘aid’; the process character of social change and diffi-
culty to plan support; that ‘aid’ involves influencing values and culture;
and the importance of the specific local context, in particular ‘the infor-
mal’.

o Lssential lessons can be learned from the learning process itself — about learning — a
perceived need to reflect together on one’s own practice; the usefulness of
a participatory and dialogic approach; a prevailing wish to know more
about ‘what works and what does not’.

Conclusions: Need for Knowledge,
Action and Evaluation

On the basis of these findings and lessons, the synthesis report draws conclu-
sions about what we now know — or do not know — as a result of the O&O
phase and about the implications for Sida.

One purpose of the O&O phase was to serve as a learning phase, and a first
general conclusion is:

e The O&O phase has certainly offered significant and useful knowledge about
support for imstitutional development. Still, there remains a need for
deeper knowledge, and hence for evaluation, but also_for making use of existing
knowledge and for strategic action.

So, what do we now know, and what do we not know? And what do we need
to know more about? The report draws the following conclusions about our
present state of knowledge and our continued knowledge needs:

o We now know far more than when we started — previously largely implicit and
therefore hidden knowledge has been made explicit, visible, and thus
more widely available.

o This knowledge us useful and certainly offers valuable inputs — into building a more
solid knowledge base; development of conceptual and analytical frame-
works; as well as strategies and methods for support.



Nonetheless, uncertainties and knowledge gaps remain — suggesting essential
knowledge needs.

There 1s a particularly strong need to know more about 1) Sida support and 2) its
performance, and a_fundamental need to get a deeper understanding of 3) the nature of
ID:

1) In particular, Sida’s approaches and methods to support —how is goes
about it and why — but also how it supports informal rules, and ID at
programme level

2) Urgently! How Sida support performs — its effects/results — and what
the consequences of the identified shortcomings are

3) Notably, the complex interactions, including the role of informal
rules, values and central actors — both general knowledge about ID
and specific knowledge about the local institutional context

What are the further needs and implications for Sida — for its support for ID
as well as more generally? The report concludes:

First of all, learning more about ID and Sida support requires a whole set of meas-
ures — developing conceptual and analytical frameworks; establishing a
common language and reflection on experience; developing ID compe-
tence and prioritising contextual knowledge; use and promotion of re-
search.

Secondly, there s a need to take further action on Sida support for ID — develop
strategies and methods; use existing contextual knowledge and apply les-
sons learned; deal with characteristics and specific difficulties of IDj; de-
velop performance criteria and indicators compatible with ID; adapt
Sida’s own ways of working/create conditions to enable action.

In addition, there are other needs with implications _for Sida more generally — deal
with complexity, process, values and local context; allow time and space
for joint reflection on practice; develop participatory and dialogic ways
of working in order to promote learning.

Another purpose of the O&O phase was to serve as a pre-study for evalua-
tion, and a second general conclusion is:

The O&O phase has set the stage for up-coming evaluation — by show-
ing that the preliminary evaluation questions remain valid while offering a
deeper understanding and more detailed and specific knowledge about what to ex-
plore, and suggesting that evaluation can make significant traditional as well as
non-traditional contributions.

The two preliminary general evaluation questions are, somewhat simplified:

1)

To what extent, how and why has Sida support contributed to effective
ID in partner countries?




2) To what extent, how and why has the outcome of Swedish support been
affected by Sida’s understanding and consideration of local institutional
conditions?

So what do our findings mean for evaluation — and what contribution can
evaluation make? The report concludes:

o There is a strong need for evaluation which can make crucial traditional contributions
— knowledge about performance/effects of support; additional lessons
learned about supporting ID; more profound and detailed descriptions
of support and approaches.

»  FEvaluation can also make valuable non-traditional contributions — deeper learning
about the nature of ID processes and the local institutional context; com-
mon understanding and language; opportunities for joint reflection and
learning.

—  Offers particular opportunaty for Sida and partners to learn together and develop
common understanding — Sida may contribute to develop knowledge and competence
in partner countries.

o Evaluation can make additional contributions, i terms of useful inputs — further
development of knowledge base; conceptual and analytical frameworks;
strategy and methods.

o Thereis also a need to develop evaluation methods — analytical tools and methods
for evaluation of ID support specifically; opportunities for sharing of ex-
perience, reflection and participatory evaluation processes more gener-
ally.

Concluding Reflections
on the Institutional Perspective

A major contribution of the institutional perspective is that it Aelps us lo open
up the context. The context 1s often a ‘black box’. The institutional perspective
lifts the lid of the box and allows us to examine what 1s inside. We find that
the context largely consists of institutions — formal and informal rules — the
behavioural incentives these give rise to and the associated ideas and values.
We may break down the context into parts that can be identified, studied and
consciously related to. Clearly, an institutional perspective can be useful in all
Sida support — not only support specifically aimed at ID — and to contextual anal-
yses at all levels. It makes the tacit and hidden explicit and clear.



1 Introduction
I

1.1 Background

Institutions — defined as the formal and informal rules within which humans
and organisations interact — play a crucial role for sustainable economic and
social development. There is now a broad consensus, well founded in re-
search.! However, existing institutional set-ups in many developing and tran-
sition countries constitute obstacles to development and poverty reduction.
They are either a cause of the problem or put constraints on change. More-
over, they may render development co-operation efforts ineffective. Conse-
quently, if poverty reduction and sustainable development is to take place,
mnstitutions too must be developed.

Donors and their co-operation partners recognise this. Institutional develop-
ment has been on the agenda since the late 1980s. Supporting institutional
development is in fact a strategic issue for donors — and increasingly so in the
light of recent trends, not least the Paris Declaration. The ongoing shift to-
wards programme support forces donors to focus all the more on ‘big sys-
tems’ issues. This highlights the role of capacity development and well-func-
tioning development-conducive institutional frameworks. Similarly, a rights-
based and multi-dimensional approach to poverty reduction requires a thor-
ough understanding of how institutional constraints and opportunities influ-
ence the power, choices and resources of the poor, as well as knowledge about
how to reform those set-ups. Coming to grips with institutional development
issues is hence a crucial part of the new directions that Sida has committed
to.

Institutional development is not a goal in itself, however. It is a means to
achieve poverty reduction and other development goals when the existing
rules of the game do not serve that purpose well enough. This is stressed for
mstance in the Swedish Government Policy for Global Development, which
states that contributing to increased knowledge and building sustainable in-
stitutions is at the centre of development co-operation.” Similarly, Sida’s
Policy for Capacity Development establishes institutional development as a
key component of capacity development.’®

Developing formal and informal rules is not an easy task, however, as wit-
nessed by the experience of many reform attempts. The process of institu-

1 Not least thanks to the works of the economic historian and Nobel Prize winner Douglass C. North and others
with the so-called New Institutional Economics.

2 Swedish Government (2003)

3 Sida (2000)




tional development is embedded in a country’s specific historical and socio-
cultural context. Social, political and economic rules, formal as well as infor-
mal, and the values underpinning them are linked into complex systems.
Institutional development is therefore contextual, complex and often long-
term and even unpredictable. Changing the rules of the game is not only a
matter of identifying which rule development to aim for, but — and perhaps
more importantly — a question of ‘how to get there’.

This has implications for the role of donors. What can an external agency do
in a partner country to support processes of institutional development when
these are inherently contextual and ‘local’ in character? And how may we do
this successfully? Clearly, supporting institutional development has impor-
tant operational implications for donors.

An evaluation theme - its orientation & overview phase

It was these questions which prompted Sida’s Department for Evaluation
and Internal Audit (UTV) in 2004 to initiate an evaluation theme on support for
wmstitutional development. Its primary purpose is to draw lessons from Sida’s experience
Jrom supporting institutional development in partner countries. A preliminary general
evaluation question is:

e To what extent, how and why has Sida as an external agency supported
effective institutional development, in order to promote sustainable de-
velopment and poverty reduction in partner countries?

A second purpose is to contribute to an increased understanding of the role of institu-
tions_for development as well as of processes of wnstitutional development, and the implica-
tions for development co-operation more broadly. Hence, a second question is:

* To what extent, how and why has the outcome of Swedish support been
affected by Sida’s understanding and consideration of local institutional
factors?

The evaluation theme is to perform a learning function for Sida staff at all
levels and therefore adopts a process-oriented and participatory approach.
As a first step, an orientation and overview (O&0) phase was conducted in close
co-operation with Sida’s operative departments and field offices. The O&O
phase was aimed at serving both as a pre-study, setting the stage for up-coming evalua-
tion, and as a learning phase for all those involved. Its purpose was five-fold:

1) to introduce institutional concepts and perspectives to Sida staff

N

to paint a picture of Sida’s existing support for institutional development

PN

) to summarise Sida’s already documented experience from such support
) to initiate reflection and dialogue around the evaluation theme

5) to identify knowledge needs and central evaluation issues.



During the O&O phase, which was completed in 2005, a number of activi-
ties were conducted and several reports were produced (see Appendix 2 for a
detailed account). The present synthesis report concludes the O&O phase,
and sets the stage for the continued evaluation and learning process.

1.2 The Report

The overall purpose of the synthesis report is to ¢) report the major findings of the
O&O0 phase, 1) identfy lessons learned from this phase and, i) to discuss the implications
Jor evaluation as well as for Sida more generally. The synthesis report thereby re-
ports the outcomes of the efforts made during the O&O phase to perform its
two overall functions — as a pre-study for evaluation as well as a learning
process — and its five more specific purposes (points 1-5 above). It primarily
addresses Sida staff at all levels — in particular those directly involved with
support for institutional development at a policy or practical level. It is rele-
vant for all of those concerned with achieving sustainable results and who
recognize the importance of understanding the institutional context. The
report is also directed to Sida’s partners — all those who have participated in
the process or who work with or take an interest in these issues.

To achieve its overall purpose, the synthesis report is organised as follows.
First of all, to clarify what we are actually talking about this introduction
ends with a presentation of the basic concepts used in the report and the
entire evaluation theme.* Thereafter, two chapters report the findings of the
O&O phase studies.” Chapter 2 summarises the findings of a review of Sida
support for the development of formal and informal rules in four countries
— Kenya, Mozambique, Laos and Vietnam. It illustrates the character of the
support — what Sida supports and how it goes about doing that — and thereby
contributes to painting a picture of Sida’s existing support for institutional
development and to identifying issues raised or emerging in the process.
Chapter 3 continues by reporting what we may learn from experience about
how to support institutional development successfully, based on the experi-

4 This links to the first purpose of the 0&0 phase - to introduce institutional concepts and perspectives. How-
ever, this task has been performed throughout the 0&0 phase in all UTV interactions with Sida staff and other
participants. Two separate reports, a ‘Thematic Paper’ and a ‘Conceptual Paper’, as well as different brief
versions of those, were specifically prepared and used for that purpose. The final versions of the reports are
published. Both papers are published in UTV Working Paper 2005:3 (Eriksson Skoog, 2005b). The synthesis
report and the entire evaluation theme take the institutional concepts and broad institutional perspective pre-
sented in the Conceptual Paper as a point of departure.

5 The synthesis report is mainly based on four studies, of which two provide the major inputs. 1) The first is a
review of Sida support for institutional development in four countries by Gun Eriksson Skoog, published as
UTV Working Paper 2005:5 (Eriksson Skoog, 2005a). 2) The second study is a report on lessons learned
from working with such support, based on the experience of ‘aid’ consultants, by Lage Bergstrom. The report
is published in two versions: Sida Studies in Evaluation 05/03 (Bergstrom, 2005b), in Swedish, and Sida
Studies in Evaluation 05/04 (Bergstrém, 2005a), in English. Additional but minor inputs are: 3) a review of
experiences from support for institutional development as documented in Sida evaluations by Begofia
Barrientos Cérdova, which is an unpublished mimeo (Barrientos Cérdova, 2005); 4) a partial overview of how
other donors have approached support for the development of formal and informal rules by Sara Bandstein,
UTV Working Paper 2005:4 (Bandstein, 2005); as well as extensive individual and group conversations with
Sida staff and others — not specifically documented. The methods employed in the different studies, their
specific questions, limitations etc. are discussed in each report but not accounted for here.




ence of ‘aid’ consultants and reviews of Sida evaluations and the work of
other donors.*

Apart from functioning as a pre-study for evaluation the O&O phase was to
serve as a learning function. During the very process, additional lessons to
those reported in Chapters 2 and 3 have in fact emerged. Lessons have been
learned about institutional development as such. This is in fact a second
purpose of the overall evaluation theme, and the O&O phase itself has made
such a contribution. During this phase, several issues have repeatedly re-
curred and been highlighted implicitly or explicitly. In Chapter 4, they are
clustered into emerging themes — themes which largely correspond to lessons
learned about institutional development itself. They have a number of impli-
cations for Sida, which are reflected upon in the chapter. Thereafter, Chapter
5 brings forward lessons learned from the very process of working with this
theme during the O&O phase, together with lessons for Sida’s development
co-operation more generally.

Chapter 6 briefly summarises findings and lessons reported in the previous
chapters — with a focus on their implications. It concludes about what we
now know, or do not know, and discusses the knowledge needs, other needs
and implications for Sida — for its support for institutional development as
well as more generally, and for evaluation in particular. Figure 1.1 illustrates
the outline of Chapters 2-6.

Figure 1.1 Outline of Chapters 2-6
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6 The chapter thereby links to the third purpose of the 0&0 phase - to summarise Sida's already documented

experience.




1.3 |Institutional Concepts

Within development co-operation, the meaning of institutions and institu-
tional development varies. Throughout this evaluation theme as well as in
this report, a broad and explicitly institutional approach is adopted. Institu-
tions are defined as formal and informal rules which govern social interaction.
They prescribe behaviour and thereby structure human interaction in social,
political and economic life. By shaping incentives for behaviour, rules influ-
ence the way actors behave and societies perform. It 1s important to distin-
guish between institutions and organisations, which are actors just as individu-
als. Institutions can be seen as the ‘rules of the game’ whereas organisations
and individuals are the ‘players’.

Another important distinction is that between formal rules — which are codi-
fied in written form, such as laws and regulations, statues etc. — and nformal
rules. Informal rules such as work routines, social codes of conduct and cus-
toms, are implicit but still adhered to. There are different fypes of rules for
different kinds of activity, for instance economic, political, administrative,
judicial and socio-cultural rules. Rules are not ¢ffective unless they are adhered
to, applied and enforced — hence what matters are ‘rules in use’. Rules exist
at all societal levels, from the international, through the national, sector and
organisational level to the group level. They may be structured hierarchically,
where higher-level rules regulate rule setting at lower levels. Institutions are
also functionally wnferrelated. They fit into a system; where one rule ceases to
apply, another takes over. Hence, institutions — whether formal or informal
rules — complement one another.

The relationship between rules and actors is dual. First of all, institutions — the
rules of the game — establish the framework within which actors (organisa-
tions and individuals) interact with one another. Institutions thereby shape
incentives for individual behaviour and for organisational performance, and
determine much of the outcomes of society — they are a key to sustainable
development.

| Insttutions _| '
-

However, and secondly, the rules of the game are not fixed for ever, but are
changed by actors over time. Hence, institutions — the rules of the game — are
in their turn created, shaped and changed by actors — organisations as well as
individuals.

Institutional development here refers to institutional change in a direction that pro-
motes sustainable economic, political and social development to achieve pov-
erty reduction. An institutional change is not necessarily positive; there may
of course be negative institutional change as well. Still, in order to promote
institutional development we need to understand institutional change, more
particularly processes of institutional change. When we talk about institutional




development and change, we refer to ¢ffective change. Hence, a nominal
change in formal rules — a new law, for example — does not count as effective
change unless that rule is also actually implemented, enforced, adhered to
and thus effectively used.

One may distinguish between two major types of institutional change. Firstly,
formal rules are often created as a result of plan and conscious design. This re-
quires some kind of collective action and decision making, often through the
political system. Secondly, and by contrast, informal rules tend to evolve or-
ganically, spontaneously and unintentionally over time through human inter-
action. Social systems come about through a combination of spontaneously
evolved and intentionally designed institutions.

Institutional change, formal as well as informal, takes place through a process
—asequence of events in causal and chronological stages over time. A major
question to be explored is how donors actually go about it and what they in
fact can do to support effective institutional development and promote such
processes of institutional change.



2 General Observations
about Sida Support for
Institutional Development

When the evaluation theme was initiated, the impression was that Sida had
considerable and long experience from supporting institutional development
i both the East and the South. This vast experience notwithstanding, an
overview of the support was lacking. Before evaluations, it is important to get
a general picture of the support and how Sida actually works with these is-
sues. UTV therefore initiated a review.

Information on Sida support for institutional development is not readily
available however, since ‘institution’ is not a standard category within Sida
upon which data can be easily obtained. A complete overview would have
been an overwhelming task. Hence a partial review of Sida support for insti-
tutional development in four selected partner countries — Kenya and Mo-
zambique, Vietnam and Laos — was conducted. The level of ambition is thus
moderate. The purpose of the four country studies is to illustrate what Sida
support looks like, the ways in which Sida works with it, to identify difficul-
ties, challenges and central issues related to such support, as well as needs to
gather knowledge and other needs.

The purpose of this chapter is to summarise the major observations of the
review of Sida support for the development of formal and informal rules in
the four country studies — what Sida supports and how it goes about doing
that — and to identify central issues raised or emerging. All difficulties, chal-
lenges, needs and issues related to support and addressed in the review are
not reported here, but many are implicitly reflected in the text. Central ones
are highlighted and others are captured in the themes and lessons discussed
in Chapters 4 and 5.

2.1 Major Findings from Four Case Studies

The major findings from the case studies on Kenya, Mozambique, Vietnam
and Laos can be grouped into two main categories summarised in Box 2.1.
Each of them is discussed further in the text that follows.



Box 2.1 Summary of Main Findings from Four Case Studies
Nature of Sida Support for Institutional Development (ID):

e |n general this support is comprehensive, deliberately provided and broad in scope,
in particular the development of formal rules is explicitly aimed for and supported

e Support to informal rules is less explicit and less conscious — and more conten-
tious, as it reveals that changing rules involves changing values and culture

Sida’s Way of Supporting Institutional Development:

e Uncertainty and unawareness within Sida as to how it actually goes about providing
support and why it does what it does

e Unclear overall strategy and approach to support — no programme theory for how
to achieve the ID aimed for

e Lack of strategic considerations as to how and why Sida relates to local actors
— limited consideration of power relationships

¢ Ambiguities as to how, and why, Sida relates to the State — state-sector bias but
limited consideration of its neo-patrimonial character

e Acknowledgment of central institutions and reform characteristics, but under-
standing of local context not always used or acted upon

e Limitations on support are imposed by inter-donor relations and constraints within
aid — favouring a ‘quick fix' — and within the own organisation

Comprehensive, deliberate & broad support

It is fairly easy to identify Sida support for institutional development and thus
get an overall qualitative picture of it. The four country studies all identify
comprehensive and deliberate Sida support for institutional development —
support which aims at the development of both formal and sometimes, but
often less explicitly, informal rules. Such support is also emphasised in the
Swedish country strategies. Institutional development appears to be the core
aim of many projects and programmes — although not always explicitly de-
scribed as such in documents or by Sida staff’ and others interviewed. Sup-
port for institutional development also appears to constitute an important
part of Sida’s development co-operation activities in these countries. How-
ever, as the support has not been quantitatively measured, it is not possible to
account for its relative financial importance and distribution.

It is nonetheless clear that this kind of support is wide in scope. Many differ-
ent types of rules are addressed: economic, political, administrative and so-
cial rules, both formal and informal rules. Different kinds of institutional
development are supported, larger reform processes as well as minor changed
in individual rules. It seems possible to see rules change support at all levels
and in most — if not all — sectors where Sida is active.” Sida also appears to

7 Most sectors where Sida is active were considered in the country studies, but in particular the social sectors
were poorly covered. However, other studies and non-documented conversations during the 0&0 phase sug-
gest that support for development of formal and informal rules is found and perhaps equally emphasised in
these sectors too.



have provided support for institutional development for quite some time. In
at least some of the countries a certain ‘increase’ was reported: in Laos, a
relative shift of focus towards more support for institutional development,
and in Mozambique, a shift towards more consciously provided support for
such change. The box below illustrates the different kinds of institutional-
development efforts supported by Sida in the four countries.

Examples of Institutional Development Supported by Sida in Four Countries

Mozambique: Examples of implicit support for change in informal behavioural rules at the level of the

organisation were found in direct relation to the operations of projects within public administration.

Efforts were made to influence work cultures, work practices and routines — which in turn requires

change in attitudes and behaviour:

e changing the role of managers — encouraging them to make decisions, to interact more with and
promote their staff to take own initiatives

¢ instilling a professional identity, work pride and work discipline among the staff

¢ introducing norm systems, for instance about what constitutes good control and public organisa-
tional management

e promoting a problem-oriented approach to analysis and a system-based way of thinking

Kenya: Explicit support for the development of both informal rules, formal rules and their enforcement

is illustrated by support to the paralegal organisation/NGO the Education Centre for Women in Democ-

racy. It works to improve women’s human rights and economic status, through for example:

e promoting reform of formal laws and regulation which discriminate against women

e |obbying for the enforcement of new legislation

¢ influencing discriminatory traditional laws, practices and socio-cultural beliefs that govern the per-
sonal status, legal capacity and role in the family of women

o affecting the way that women may enjoy their formal rights, for instance when statutory land rights
are incompatible with customary law

Vietnam: In relation to the country’s reform process Doi Moi, which was a shift from a centrally-planned
to a market-oriented economy, there are several examples of support for reform of rules guiding eco-
nomic activity:

e formal economic rules at an overall systems level — the national institutional framework — such as
formal change and implementation of property rights, through both land administration and cadastral
services related to land survey

¢ the institutional framework at the province level for private-sector development: development of an
enabling environment for small-scale enterprises and of markets for business-development services

e development of several ‘think tanks’ or research institutes within the government, to promote
market-oriented reform by influencing the thinking, perceptions, ideas and attitudes — mind-sets —
among central decision makers

Laos: Support for institutional development is found in most sectors and at different levels — some

examples of change in formal rules:

e within environmental and natural resources, support to the drafting of a forestry strategy (formal
rule) and to the implementation of environmental laws and regulations

e support to judicial reform to promote democracy/human rights and rule of law

e development of modern public authorities within the roads and forestry sectors, with new roles in
managing and monitoring the county’s road networks and forest resources - first at central national
level and later also at provincial level, involving systems of organisations, managerial and administra-
tive systems, initially focusing on individuals®

8  This particular example is extracted from Sjoquist Rafiqui (2003).




Uncertainty & lack of awareness — of how Sida goes about things & why

It is far more difficult to get a clear picture of how Sida goes about providing
support for institutional development. This is not primarily because Sida
works 1n a variety of ways, but mostly because Sida staff’ cannot account for
how or why it goes about things in this particular way. Although there are
exceptions, the overall impression is that there is a remarkable uncertainty or
lack of awareness. The following sub-sections present the overall observa-
tions which lend support to this impression. Although striking, this is not a
surprising finding, and should not be seen as a critique. Institutional develop-
ment, changing of ‘the rules of the game’, is not a concept familiar to Sida
staff — at least not until now.

Unclear strategy & approach — no programme theory

The overall question of how Sida supports change in formal and informal
rules can be separated into several sub-questions. The first question concerns
Sida’s strategy and approach to the support at an overall level. This most
clearly illustrates the strong impression of uncertainty about how Sida goes
about successfully supporting institutional development.

An important observation is that while Sida may have explicitly declared
aims for what its support is to achieve in terms of institutional development,
we seldom came across a clear idea about how to reach that goal — neither a
specification of what is required nor any description of how to get there. In
these four countries, with few exceptions, we could find no strategies for how
to support the development of the rules of the game. Consequently, there
was often a lack of clarity and poorly developed approaches for how to im-
plement a strategy or provide support to reach the institutional development
goals. Hence, programme theories for how to support institutional develop-
ment also appear to be missing.

However, there are elements of both strategy and approach found in Sida
support for institutional development. In Laos, a previous implicit approach
— which focused on training to individuals within organisations on the as-
sumption that knowledge would spread and lead to wider institutional change
— was identified. However, it is not perceived to have worked very well. A
strongly felt need for new and more strategic ways of supporting institutional
development is expressed. In Vietnam, certain patterns and tendencies were
observed, but there was no explicit strategy and it is unclear whether there
was any conscious approach underlying these observations.

Partial lower-level approaches — not addressing complexity

Certain conscious — but partial — approaches can be observed. They largely
concern support for the development of rules — such as work routines, best
practices, internal habits and rules of conduct — within individual organisa-
tions or limited organisational structures, notably within the frames of ca-



pacity development in public administration. They are limited in the sense
that they support institutional development ‘within a box’, as phrased by the
country studies and illustrated by the cases of Mozambique and Laos. They
focus on the organisational level where efforts to change rules are made, but
with the larger institutional context in which the organisations operates — and
which sets the limits for what and how much change can be achieved — taken
as given. These partial approaches are sometimes seen as insufficient for ef-
fective organisational capacity development, and certainly for dealing with
many real institutional constraints to development, which largely are found
at higher systems level. These levels are neither considered nor addressed.

Lower level approaches are partial in that they do not take the wider institu-
tional constraint into account and thereby do not consider the relationships
and interdependencies between rules at different levels. By and large, a more
all-encompassing perspective and approach, taking institutional inter-relat-
edness and thus complexity into account, is lacking. One observation is that
Sida support largely aims at broad institutional development at a high system
level — change in overall political system towards democracy, in economic
system towards market economy or reform of a country’s entire legal institu-
tional set-up. With a shift of focus to this level — probably already underway
with recent tendencies towards more sector and budget programme support
— complexities increase, become all the more obvious and will need to be
dealt with. However, at present, strategies and approaches for how to deal
with complex institutional development — as well as institutional develop-
ment at this level — remain to be developed.

Strategy versus flexibility — dealing with process?

Observations were also made regarding Sida’s ways of relating to other char-
acteristics of institutional change than complexity. In Mozambique, Sida
appears to have developed a step-by-step, organic or ‘empirical’ approach for
how to start support for institutional development — again, at organisational
level. It means starting small, where it *works’, focussing on technical issues
or training and searching for solutions through experimentation, trial-and-
error — rather than grand-scale reform from the beginning. Hence, ’do what
you can first and develop the rest later’. This approach is partial. Without
clearly articulated thoughts about when and how to proceed, on what
grounds to make those decisions etc., no clear or long-term strategy for how
to continue to support the reform process after the initial steps have been
taken could be observed. Nonetheless, this partial approach can perhaps be
a way to deal with the dynamic or process character of reform, and the cir-
cumstance that many reform processes are difficult to plan and foresee in
advance.

Some scepticism towards the perceived implicit assumptions about the ben-
efit of a strategy for support for institutional development was expressed in
relation to Vietnam. Individuals question the need for a strategy. They argue




that Sida would risk getting stuck in preconceived ideas about how the proc-
ess of change will evolve and in rigid plans for how to support the process. A
strategy may get in the way of the necessary flexible adaptation to changing
circumstances. The view taken and — possibly also the approach adopted to
support for institutional reform in the case of Vietnam — is that a strategy is
something that develops during the process, step by step, through learning by
doing. Other individuals recognise and stress the need for a more strategic
approach, but the general view seems to be the need to allow for flexible
adaptation. These observations raise a number of issues concerning what is
meant by and required from a strategy. However, the reactions in the case of
Vietnam may also reflect a way by which Sida relates to and deals with the
circumstance that reform processes are complex, dynamic, and difficult to
foresee and plan. Whether this 1s a conscious and explicit adopted approach
— or rather an ex post rationalisation — remains unclear, however.

Less conscious — & more contentious — support for informal rules

Sida support for institutional development identified has a clear and strong
focus on formal rules, but in all four countries there is support for change in
informal rules. Still, an overall observation is that there is less conscious Sida
support for the development and change of informal rules. Such support also
appears to be less broad in scope, among sectors and levels etc., than support
for formal reform. This is a tentative conclusion as it 1s difficult to get a clear
picture of support for informal rules. One rare example of deliberate Sida
support for reform of informal rules is contributions to anti-corruption
initiatives. Corruption may be regarded as a set of informal rules of the
game for social interaction in certain recurrent situations. Another exception
— and an outstanding one — is found in Kenya, discussed below. Most often,
however, when informal rules change is supported, it is less conscious and
certainly not explicitly defined as such. While elements of strategy and
approach do exist for support for change in formal rules, they seem to be
virtually absent when it comes to informal rules. This may suggest that Sida
staff is less aware of or perceive a lesser need to reform informal rules.

Support for change in informal rules seems to be perceived as more difficult,
problematic and to create greater uncertainty among Sida staff. This may
partly be because rules are abstract phenomena, and informal rules even
more so. Besides, Sida staff is not used to analysing and depicting informal
rules explicitly. Several people seem to be less comfortable with support for
informal rules — which can partly be traced to another observation. When we
talk about institutions as rules and make the rules explicit, it becomes clear
that rules encode values. Sida as a donor actually promotes certain values —
and thus tries to influence local values, traditions, behavioural norms and
thereby culture. Informal rules in particular, seem to make values and norms
surface clearly, and once they surface, Sida’s role in influencing informal
rules and values seems to become a contentious issue.



An exception: From patronage to rights in Kenya

Sida support for institutional development within democracy and human
rights (Demo//HR) in Kenya is an exception — at least among the support
identified in the four countries — extraordinary in its uniqueness. It is the only
case identified where a) Sida deliberately and explicitly supports the change
of mnformal rules and b) Sida has a clear vision and strategy for the support
as well as ¢) a comprehensive and coherent approach for its implementa-
tion.

Sida has identified weaknesses in Demo/HR as the major cause of problems
and constraints to development in Kenya. The existing fundamental infor-
mal rules of the patron-client relationships that prevail in the country are
seen as the major cause of these weaknesses in Demo/HR. Swedish develop-
ment co-operation with Kenya therefore aims at promoting processes of
change ‘from patronage to rights’ — thorough change in the underlying set-
up of informal socio-cultural and political rules that guide relationships and
interactions in Kenyan society at large. Although not explicitly expressed,
this may be interpreted as an attempt to change the fundamental relation-
ship between the state and the population at large. The strategy adopted is to
break down the aim into four operational principles: participation, equality
(non-discrimination), transparency and accountability, and to adopt these
principles throughout the Swedish programme.

Sida also has a fairly clear approach for how to promote change in the desired
direction — a clear intervention logic or theory of change. This approach in-
volves both direct support and mainstreamed support for Demo/HR as well
as dialogue at all levels. In particular — and which ties it all together into a
consistent whole — it combines a bottom-up with a top-down perspective and
links the two. This implies, among other things, that Sida works both with the
government/state sector and with civil society, as well as supporting the
interaction between them. It promotes demand forces for institutional change
from below — NGOs working for change in both informal and formal rules
as well as their enforcement — and the supply of institutional change from
above — notably in terms of reform of formal rules, but also informal rules,
together with the state. Finally, support is offered for the establishment of
linkages between the state and civil society at various levels, in order to pro-
mote new relationships and rules — both formal and informal — for interac-
tion and co-operation between them. Promotion of these linkages is done
through the mainstreaming of Demo/HR issues — with a participatory
approach — into all new Sida-supported activities.

Sida’s interaction with local actors

There are other questions about how Sida supports institutional develop-
ment; these are of a somewhat more specific and methodological nature.
Some of them concern Sida’s relationship with other actors, on which a




number of observations were made. These issues are of course also in some
sense strategic. A strategic approach to support for institutional development
may need to include how Sida should relate to different actors — actors who
may be strategic for the process of institutional development.

Strong state-sector bias — partly taken for granted

One overall observation is that in these four countries Sida support for insti-
tutional development has a more or less strong bias towards government
organisations of different kinds and at different levels — hence towards actors
within the state sector. This may not be surprising, given the bilateral agree-
ments between the Swedish and the partner country governments. Besides,
in three of these four countries, what we often mean by civil society 1s poorly
developed. Nonetheless, a strong impression is that the focus on state sector
actors is largely taken for granted — rather than the result of a deliberate and
strategic choice of actors — and not even ‘problematised’ much. The state-
sector bias suggests that there is an implicit assumption that the state and the
government are primary change agents driving the processes of institutional
development and change in these countries.

Few strategic choices of central actors

On the basis of the four country studies it is in fact unclear how Sida views
different actors and groups — at various levels and spheres of society — and
their role in ongoing or initiated processes of institutional development. It is
not possible to observe any conscious identification of the major change
agents in these processes, of those agents who may resist change most and
thus try to prevent it from taking place, for instance in terms of effective re-
form implementation, or of what the implications of such an analysis are for
Sida’s own relationship to those actors. The impression is that analyses of
central actors, their incentives for change and therefore their roles in proc-
esses of institutional development are not there and do not serve as a basis for
strategic decision as regards Sida’s choice of co-operation partners or groups
to support. Hence, it is not easy to identify any conscious or strategic choice
of co-operation partners in terms of change agents driving processes of in-
stitutional development, or the grounds on which Sida’s actual choices of
partners/actors are made.

Limited consideration of power relationships

Similarly, the country studies found little conscious consideration of possible
implications of Sida’s actual choice of partners, in terms of influence on
existing power relationships and balances in partner countries — or choice of
partners on the basis of such considerations. The impression is that there is
limited reflection on whether the Swedish state-sector bias may reinforce state
actors and their power in relation to other groups in society — as well as about
what the implications may be for the likely success of institutional-development



efforts supported by Sida. Questions like: What forces or groups may need to
be strengthened in order to increase the chances that reform efforts will be
promoted, effective and sustainable — the state, or other groups, such as civil
society, the business community etc.? do not seem to be addressed.

The case of Mozambique further illustrates a strong bias towards support to
the executive branch of the state — the government and the state bureaucracy
— while other branches, notably the parliament and the judiciary, receive
little support. Given that the executive branch of the state is already rela-
tively strong in Mozambique, Sida support may run the risk of reinforcing
already existing power imbalances. It is unclear what Sida’s view is of the
implications for effective institutional reform, e.g. within the state sector, of
this circumstance. A concluding observation is that at least in the countries
studied, Sida does not seem to take power relationships into consideration or
as a point of departure for its own support to different actors in attempts at
supporting effective processes of institutional development.

Certain uncertainty about Sida’s role

A number of observations of and issues concerning what the role of Sida s,
can and should be in supporting institutional development in partner coun-
tries — not least in relation to the observations made above — were highlighted
during the country studies and the O&O phase. Sida also seems to adopt a
variety of roles in practice. In Kenya for instance, it is clear that Sida has
adopted a strong activist role, as a broker and net-worker, which raised ques-
tions as to what extent Sida should see itself as an agent of change. Several
discussions centred round the issue of how activist Sida can and should be in
promoting reform. Hence, there would seem to be a certain uncertainty
about Sida’s role in supporting processes of institutional development, at
least in the respects discussed here.

The greatest uncertainty observed, however, is related to Sida’s role in sup-
porting the development and change of informal rules — as indicated earlier.
Sida already supports the development and change of informal institutions
of various kinds and to a not insignificant extent when explicitly expressed as
behavioural rules for social interaction and when concrete examples were
given. However, concerns about whether this was an appropriate role for
Sida to play repeatedly recurred. There was a worry about whether Sida
should promote certain values and change of rules, certain local traditions,
behavioural patterns and cultural traits. In particular, the promotion of
(change 1n) values etc. 1s perceived to be in conflict with the promotion of
local ownership.




Donor-internal methodological issues

Other aspects of how Sida supports institutional development are of a more
donor-internal character — applying within as well as between donors. Apart
from local actors, Sida interacts with other donors, which together with cir-
cumstances within the Swedish aid organisation as well as the broader inter-
national aid context influences how Sida works with supporting institutional
development.

Limitations imposed by donor co-ordination and harmonisation

Increased donor co-ordination and harmonisation has implications for Sida
support for institutional development. Methods and approaches to an
increasing extent depend on the interactions and joint agreements with other
donors. While donor co-ordination and harmonisation per se may be favoured,
negative consequences for Sida’s ways of supporting institutional develop-
ment are highlighted. Drawbacks are reported to concern support for capac-
ity development, which at least according to Sida’s Policy for Capacity Devel-
opment involves a broad and contextual approach. When donor harmonisa-
tion forces Sida to adapt to other donors — in particular a large dominating
donor such as the World Bank — Sida in fact finds itself promoting methods
for support of institutional development which it does not favour. In Mozam-
bique, for instance, these methods are perceived as poor and outdated; they
focus on individually-based training instead of a more holistic approach,
adopt ready-made instead of locally-adapted solutions, and short-term quick
fixes as opposed to a long-term and flexible support. Adaptation further pre-
vents Sida from making use of its lessons learned and methods developed
and from feeding experiences into projects and programmes jointly sup-
ported with other donors.

Dialogue - central but struggling with limitations

Dialogue is becoming an important means or method for Sida in general,
and in support for institutional development specifically, as noted in particu-
lar in the cases of Laos and Vietham. However, applying dialogue in practice
appears to be difficult — Sida staff struggle with limitations, which has impli-
cations for how it works with reform of rules. A strong impression is that dia-
logue is a poorly developed method — in virtually all respects. First of all, it
seems to be afflicted with a great deal of uncertainty, for instance about what
is actually meant by dialogue, about what the goal of dialogue is, and about
how to go about it in practice. Secondly, dialogue seems to require little aid
resources/funds, which are abundant, but far more human resources than
are currently available and thus are scarce. There seems to be a considerable
shortage of personnel resources. Particular competence for dialogue also
seems to be partly lacking, in terms of knowledge of both the various subject
matters and how to go about conducting constructive dialogue, that is dia-
logue skills per se.



These limitations would seem to 1impose constraints on Sida support for
which dialogue is an important method — and increasingly so, with ongoing
shifts towards programme support at higher policy level. It would seem to
render support for institutional development difficult; for Laos for example,
with more attention towards systems reform at a high political level, very dif-
ficult. More specifically, within support for Demo/HR, which ought to be
particularly ‘dialogue intensive’, the means available to Sida staff’ may not
correspond to the ends.

Caught in contradictory tendencies within ‘aid’

During the O&O phase in general and the country studies in particular,
contradictions within aid have been highlighted. It is clear that aid workers
who try to support processes of institutional development are caught be-
tween these contradictory tendencies. Several individuals expressed concern
about this circumstance, which may have implications for the effectiveness of
Swedish support. There are a number of aspects and expressions of different
possible contradictions — we shall not attempt to sort them out, merely draw
attention to them. An overall observation is that the characteristics of proc-
esses of institutional development and change and their implications for how
to support these processes seem to run counter to certain existing tendencies.
Hence, aid workers find themselves recognising what is needed, but being
prevented from tackling those needs by constraints imposed by ‘aid’. Hence,
effectively supporting institutional development becomes difficult.

One observation is a strong recognition of a need for a) thorough analysis
and deep understanding of local social and political conditions, not least the
informal rules that often dominate, b) adapting solutions to the specific local
context, ¢) accepting the long-term and often gradual character of reform
processes and d) allowing support to adjust flexibly. It is often suggested that
this way of supporting institutional development consumes little aid funding,
but large human resources. We interpret this observation as an acknowledge-
ment of the complexity and inherently local nature of institutional develop-
ment, as well as an acceptance of the implications for how to support such
processes of change.

The other observed and reported contradictory tendency can be interpreted
as superficial and based on simplification rather than recognition of the com-
plexities of the real world. This is the tendency for

a) shallow analysis of the true local conditions that have a bearing on incen-
tives, behaviour, performance etc., focussing exclusively — or at least ex-
cessively — on formal rules and technical issues

b) imported blue-print solutions
¢) which often are to be installed whole-sale and rapidly, and

d) with limited room for adaptation to local context or changing condi-
tions,




e) but with fast disbursement of large funds and expectations of quick
results.

We could call this the ‘quick fix’.

These two observed tendencies within ‘aid’ and support for institutional de-
velopment create a dilemma for Sida staff. Some of them ask what incentives
are created within Sida that makes its staff ignore their recognition of what
they know is needed, but instead continue to behave in accordance with the
second tendency — the quick fix.

Taking the institutional & reform context into account

A final set of questions of importance for our picture of Sida support for
institutional development and for identifying issues related to such support
are about how Sida relates to the institutional context — local formal and in-
formal rules and reform processes — in partner countries.

Acknowledgement of central institutions & reform characteristics

It was an important observation that Sida staff and other interviewees can
identify institutional conditions — as well as reform characteristics, in Laos
and Vietnam — which they consider as crucial development constraints or
factors of central importance for development, reform or successful ‘aid’.
There also seems to be a fairly strong consensus of which these specific fac-
tors are as regards each of the four countries. Major formal rules — or more
often sets of rules — were identified. These were, for example, the judicial
system, land rights and the single-party political system, or central reform
characteristics such as lagging implementation and uncertain commitment.
Informal rules were also identified as central, but to a varying and lesser ex-
tent. They were often less explicitly articulated — corruption and the patron-
client system are two exceptions.

These observations would seem to suggest that Sida people have a rather
good understanding of the local institutional conditions. Still, another over-
all impression is that although sometimes substantial, the knowledge is either
too general, insufficiently specific — for instance, with respect to specific sec-
tors — or simply not comprehensive enough. This suggests that a deeper and
broader knowledge may be needed for a complete understanding the local
context.

But knowledge not always used or acted upon

More important is perhaps the number of observations suggesting that this
knowledge is not always made use of or acted upon by Sida. The reasons
probably vary and remain partly unclear. Is it limited knowledge after all, or
are the means lacking, or is to do with the ‘perverse’ incentives created within
the aid organisation itself? Perhaps it is a combination.



In Kenya and Mozambique, a certain tendency to avoid ‘difficult’ institu-
tional 1ssues 1s suggested. Sida as a donor does not seem to address some of
the istitutional factors that it identifies as central constraints to develop-
ment, reform and successful ‘aid’ — not even through dialogue. Sometimes
local commitment to change was seen as weak. Could dialogue have strength-
ened it? The most striking observation is perhaps the difference between how
Sida relates to the informal rules of patron-client relationships in Kenya and
Mozambique — or more specifically, the virtual disregard of these central
rules in the case of Mozambique. Sida staff as well as other interviewees
show they recognise these rules and their importance implicitly. They bring
them — or their expressions — up in conversation indirectly, but few people
name them explicitly. The impression is that these rules are not explicitly
considered or addressed by Sida, for instance in relation to its analysis of and
support to the state — except to a most limited extent and mainly implicitly by
consultants at an organisational level.

In Vietnam and Laos, the dominant role of the Communist Party, given the
single-party political system, is identified as the most central actor. In Laos,
getting access to the Party actor is reported to be very difficult, and not hav-
ing access is perceived to be a major constraint. But while Sida has no access
to the Party in Laos, the opposite seems to be the case in Vietnam. A wide-
spread view in relation to the Vietnamese case seems to be that Sida is not
using its unique relationship with the Party and therefore does not fully make
use of its opportunities to promote reform, in particular with respect to
Demo/HR and related sensitive issues.

View, understanding & relation to the state

As pointed out above, there would seem to be a strong state-sector bias in
Sida support for institutional development — at least in the four countries
studies here. But how does Sida view and understand the state — perceive its
characteristics role and functioning? And how does this influence Sida’s rela-
tionship with the state?

Neo-patrimonial state in Kenya & Mozambique

Just as the state-sector bias suggests that the central role of the state in pro-
moting institutional change is taken for granted, implicit assumptions about
the characteristics and functioning of the state in Kenya and Mozambique
are suggested. In both countries, there would seem to be a tendency — sug-
gested, and questioned, by Sida staff themselves — to assume that the state in
these countries basically functions as in the Western World, only less well.
This assumption in reflected, for instance, in the stress on supporting formal
reform, technical issues and knowledge development, and in the effective
neglect of central informal rules such as the patron-client relationships.
Although these rules are partly considered and even addressed in Kenya,
their full implications for the functioning of the state would seem to be either
not recognised or not acted upon. This is certainly true for Mozambique.




This 1s somewhat surprising. The patron-client system is an important factor
in explaining the poorly functioning state in many African countries — con-
tributing to what is referred to as the neo-patrimonial state. This state is pen-
etrated by and nurtures patron-client relationships by those in public positions
at all levels: The informal rules that apply to relationships and interactions in
the broader society apply here too. The neo-patrimonial state is seen to be
characterised by a set of relationships, between actors within the state as well
as between the state and the population, which at least partly differs from
those of the Western state — or at least from the idealised model of the West-
ern state. In particular, relationships and rules of accountability would seem
to differ — as patrons, politicians seem to be accountable first to their network
clients, and then much more weakly to the population at large 1s weak.

The overall impression is that Sida does not analyse and depict the true char-
acter of the state in each specific case — for instance taking informal rules of
patron-client relationships into account, the functions that the state performs
and the consequences of the way that it actually operates. Neither does Sida
seem to consider the implications of such an analysis and understanding for
identification of central problems, their causes and possible solutions, nor for
Sida support for institutional development.

Single-party state in Laos & Vietnam

In Vietnam and Laos, a common denominator is the single-party political
system with supremacy over the state by the Communist Party. These formal
rules and power relationships are identified as central by Sida. But the role of
the informal rules for the functioning of the party, the state and the relation-
ship between them was also highlighted in both countries. A general and thus
more clear and conscious recognition was observed of the difficulty of get-
ting insights into the one-party state and the party itself — not least due to
these informal rules. This is interesting as a contrast to the African case. Per-
haps this greater awareness can be related to the circumstance that the very
formal state is so obviously different from the Western model. This means
there are no expectations that this state shall function in the same way as — for
example — that of Sweden.

In the two Asian countries, sets of issues emerged concerning how Sida
views, understands and relates to the state. One was how Sida works with
supporting institutional development within a one-party state, and a second
was how it relates to the Party. Supporting institutional change while respect-
ing the frames of a single-party state imposes certain limitations on how to
go about it, as well as on what it is possible to achieve. In particular, promot-
ing institutional development of Demo/HR seems difficult. It is difficult even
to be clear and specific about what the ultimate aim of support for political
institutional change should be, and what the requirements are to achieve this
aim. A certain lack of clarity was observed: should Sida support aim at
change of or within the one-party systems?



Asecond set of difficulties is associated with Sida’s — and Sweden’s — relation-
ship to the Party within a single-party system. As reported earlier, the politi-
cal level in terms of the Party — the real decision makers — may be difficult to
reach. This is the case for Laos. Given that the Party is not easily accessible it
1s difficult for Sida to gain insights and a better understanding of rules, ac-
tors, relationships and the functioning of the Party, the political system and
the state. Another observation is that working too closely with the Party —a
communist party in a non-democratic state — is politically controversial in
Sweden. These difficulties — and the political differences between the coun-
tries — in turn impose specific demands on the dialogue. Sida shall combine
a clear forwarding of the Swedish position with the maintenance of respect,
trust and a favourable working relationship. The impression is that Sida
struggles — dealing with these issues is not easy.

2.2 Conclusions from Findings

This section draws conclusions from the findings reported above — about
what we know and do not know about Sida support for institutional develop-
ment. The major conclusions are:

Box 2.2 Summary of Major Conclusions about Sida Support
for Institutional Development (ID)

Striking gap between Sida’s comprehensive and deliberate support to ID, and uncertain-

ties about its ways of supporting and how it motivates that:

e Easy to identify Sida support and get a quantitative overview, but difficult to get a
picture of how Sida goes about it and why

e Observed ways of supporting seem to reflect implicit assumptions rather than
strategic choices and to be determined by other than conscious considerations

Sida lacks systematic ways for dealing with the characteristics of ID, in particular with

factors that render ID difficult:

e Existing elements of approach tend to be partial and narrow, focusing on individual
or organisational levels while institutional change at higher system levels is aimed for

¢ No explicit, conscious or systematic way for dealing with institutional complexity,
dynamic processes of institutional change or institutional development at the sys-
tems level

Sida has a fairly good understanding of the local institutional context but this knowledge

is not used, partly due to constraints imposed by ‘aid’ and Sida’s organisation:

e The officially denied so-called ‘disbursement goal/pressure’ recurred repeatedly as
one constraint

e There may be incentives within aid that prevent effective support for ID from being
implemented



Deliberately provided support — but uncertainty about internal processes

It 1s fairly easy to identify Sida support for institutional development and to
get an overall qualitative picture of what kind of rules Sida support aims at
developing or reforming. Sida support for institutional development in the
four countries studied 1s comprehensive, deliberately provided and broad in
scope. It includes support for change in formal and informal rules at different
levels and in most sectors. Support for change in informal rules is less explic-
itly and consciously provided however, and there 1s greater uncertainty and
contention among Sida staff.

It is more difficult to get a clear picture of how Sida actually goes about pro-
viding support for institutional development and why. There is a remarkable
uncertainty or lack of consciousness about this. A major overall conclusion is
hence that

there is a striking gap between Sida’s comprehensive and deliberate support, on
the one hand, and the uncertainty or lack of awareness of how Sida actually
goes about 11, and why, on the other.

This difficulty means that it is easier to draw conclusions about what Sida
does not do. The observed uncertainty or lack of awareness of how Sida goes
about thus suggests that there is an overall lack of strategies and methods for
Sida support for institutional development. Clear programme theories about
how to reach institutional-development goals, and thus of how institutional
development takes place, appear to be missing. Although there are excep-
tions, the patterns that can be observed and elements of approach that do
exist seem to reflect implicit assumptions rather than conscious strategic
choices. The strong state-sector bias in Sida’s interactions with local partners,
for instance, seems to be taken for granted rather than consciously planned.
Therefore, Sida’s way of supporting institutional development ought to be
determined by other considerations than by clear and conscious strategic
choices — but it 1s unclear which.

Lack of methods to deal with particularities of institutional development

The elements of approach that do exist tend to be partial and limited. While
support for institutional development often aims at change of rules at the
systems level, there is a tendency to narrowly address change at lower levels
— within organisations or even at the individual level. Existing approaches
tend to focus on this level, while disregarding higher levels and thus the insti-
tutional context of organisations and individuals. Other elements of ap-
proach are partial in that they concern the initiation of support for reform,
but not its continuation. While this may allow for the flexibility needed for
support of reform processes, the impression is that it is dealt with in an ‘ad
hoc’ or ‘laissez faire’ manner rather that consciously and strategically.



The lack of strategy and approach implies that at least in these four countries
Sida has no explicit, conscious or systematic way for dealing with a) institu-
tional interrelatedness and thus the complexity of institutional development,
b) the dynamic character of these processes of change, or c) support for in-
stitutional development at the systems level (where much support is directed
and aimed and dynamic complexity appears to be most pronounced). A sec-
ond overall conclusion is thus that

Sida lacks systematic ways of dealing with the characteristics, difficulties and
requirements of institutional development. In particular, methods for dealing
which those factors that render institutional development particularly difficult
— such as interests vested in the existing institutional set-up, prevailing mind-
sets and values’ — are neglected.

The review of Sida support suggests that the role of power and incentives for
change 1s not consciously addressed, as reflected in the choice of partners.
Besides, Sida’s role in influencing and changing values causes uncertainty
and contention among Sida staff. Instead, Sida seems to work with and re-
gard support for institutional development as any other support — in spite of
the reported constraints in terms political institutions, vested interests and
power structures that render it more difficult than for instance support for
organisational or technical change.

Knowledge not always used due to constraints within aid
This conclusion links to the next major one.

When it comes to taking the local institutional and reform context into account,
an important conclusion is that while Sida staff seem to have a_fairly good
understanding of local institutional conditions, this knowledge does not oflen
seem lo be acled upon. — Knowing, but not doing.

There may be a tendency to avoid ‘difficult’ institutional issues — in particular
informal rules and their consequences for the role and functioning of the
state. Another tendency is not to fully make use of any opportunities offered
by a certain institutional set-up. For instance it may be possible to influence
central decision makers such as the ruling party within a one-party state.

Why there seems to be a reluctance to take action remains unclear. Certainly,
knowledge is not enough — a conclusion forwarded in the country studies and
a reason why institutions as behavioural rules are increasingly focussed. Re-
luctance to act may apply within Sida too. Indications point at a possible
combination: insufficient knowledge; lack of means, in particular limited hu-
man resources; poorly developed methods; and ‘perverse’ incentives within
the aid organisation itself. 4 major conclusion then is that

9 See Section 4.2 below for further details on factors which render institutional change difficult.




efforts to work more consciously and strategically with support for nstitu-
tional development are constrained by Limitations imposed by or inherent to
‘aid’ and donors themselves.

The four country studies illustrate how donor interactions, tendencies within
international development co-operation — such as the ‘quick fix’ approach —
and circumstances internal to the Swedish aid organisation constrain and
perhaps counteract what are perceived as effective methods from being em-
ployed. Among other factors, the officially and repeatedly denied — but none-
theless real — so-called disbursement goal of Swedish aid recurred time and
again as an implicit but overall rule, conditioning and constraining the work
of Sida staff. Frustrations were repeatedly expressed about how it prevents
staft’ from effectively supporting institutional development in ways perceived
as useful. There may be incentives within aid that prevent effective support
for institutional development from being implemented.



3 Lessons from Experiences
on How to Successfully
Support Institutional
Development

Just as a picture of Sida support for imnstitutional development is important
for evaluation of that support, so is a review of existing knowledge about
how to successfully support institutional development. What do we already
know — what experience from support exists that we can draw upon — and
what do we need to know more about? At the onset of the O&O phase of the
overall evaluation theme, the impression was that existing knowledge ap-
pears to be largely tacit, whereas explicit knowledge seems to be missing. For
mstance, no overall evaluation of Sida’s support for institutional develop-
ment had been conducted.

Given the vast experience from supporting institutional development, there
ought to be a lot of tacit knowledge among Sida staff, consultants and coun-
terparts that could be made explicit and used. Hence UTV made an effort to
identify lessons about how to support institutional development successfully
on the basis of past experience. The purpose of this chapter is to summarise
what we found about already existing knowledge, based on a review of Sida
evaluations, the experience of ‘aid’ consultants and a brief review of work
done by some other donors. In separate sessions, our findings from these
three different sources are presented, but a major part of the chapter reports
lessons learned by Swedish aid consultants with long experience from sup-
porting institutional development efforts in partner countries.

3.1 Limited Information in Sida Evaluations

Begofia Barrientos Cérdova made a review of Sida’s evaluations to summa-
rise Sida’s already documented experience from support for institutional de-
velopment — especially lessons learned. Here we briefly summarise the con-
clusions from her review.




Box 3.1 Summary of Conclusions from Review of Sida Evaluations

Limited information on lessons for support of institutional development (ID) in Sida
evaluations:

o Difficult to identify such support in the first place — let alone draw conclusions from it
¢ Individual factors for successful support to ID identified in five Sida evaluations
e But not possible paint general picture of success factors or lessons

The overall conclusion 1s that it is very dyfficult to draw any conclusions about past expe-
rience and lessons learned from support for institutional development from these evaluations.
A deeper analysis may offer more information, but would be tremendously
time consuming and the quality of the information doubtful. Institutions in
the meaning rules of the game have not been used as an analytical category
by Sida and, possibly as a consequence, not in evaluations of Sida support
either. Hence  is extremely dyfficult to identify such support in the first place — let alone
to draw conclusions from it.

A review of all 79 evaluations published during 2003 and 2004 in the Sida
Evaluation series was made to identify those evaluations that concern sup-
port for institutional development and contain sufficient information for
deeper examination.'” This in itself was a difficult task. Information about
what Sida support constituted support for institutional development was not
readily available, but had to be searched out and interpreted as such. While
few of the evaluated projects and programmes could be identified as explic-
itly aiming at institutional development, several implicitly seemed to support
change in formal rules. Support for change in informal rules was particularly
difficult to identify. It also proved difficult to find information about the out-
come of support in terms of institutional development, as well as about what
caused the outcome, including Sida’s possible contribution. Of the 79 re-
viewed, only 11 evaluations were judged to clearly deal with support for in-
stitutional development, and to contain sufficiently and clear information
about the outcome of support and lessons learned from that."

Of these 11 evaluations, five which reflect support for different types of insti-
tutions, in countries of different continents and which highlight different as-
pects of and lessons from support were selected for in-depth analysis.'” Even
in these five evaluations analysed in depth, the relevant information on the

10 The executive summaries, complemented with information from the concluding sections of the evaluations
were examined to identify relevant evaluations.

11 The quality of that information was not assessed, however. Evaluations in addition to the 11 identified may
have been relevant, but identifying those would have required an ever deeper examination beyond the scope
of this task.

12 The five evaluations were: Sida Evaluation (SE) 03/08 Strengthening the Rule of Law in Lao PDR, 1992-2000;
SE 03/11 Development Co-operation between Sweden and the Baltic States in the Field of Prison and Proba-
tion; SE 03/34 Office on the Status of Disabled Persons, OSDP South Africa, Impacts of its Activities; SE
04,/07 Review of Swedish Support to Human Rights and Democracy through Partnership with CSOs in Kenya;
SE 04/08 Textbooks for All PPP — The First Step on a Long Journey, Evaluation of the Pilot Project for Publish-
ing in Tanzania. (Serbinson et al., 2003; Barclay and Sandgren, 2003; Sadek and Winai, 2003; Ngunyi et al.,
2004, Grahm et al., 2004)



support, its outcome and Sida’s contribution was limited. However, certain
observations were made. The following factors identified by the individual
evaluations as contributing to the success of Sida support for institutional
development are highlighted by the reviewer.

Factors for Successful Support Emerging in Five Sida Evaluations

e Strong beneficiary ownership of projects/programme with committed key persons
e Active involvement of beneficiaries throughout project/programme phase

e Appropriate analysis of context before designing support to ensure right pre-
conditions exist

¢ Flexibility of Sida and co-operating partners to adapt to contextual changes

e Minimal bureaucracy on behalf of Sida

e Trust and recognition of common problems between parties involved

¢ Creation of common platform where ideas and experiences can be exchanged

e Combination of strategies and tactics that simultaneously address changes in
values and organisational structures

These success factors should be interpreted with caution; we do not know to
what extent they may apply to other cases than the ones studied. Some of
them only occur in a single evaluation. Hence, from this review of Sida eval-
uations it is not possible to paint an overall picture of success_factors or lessons for sup-
porting institutional development. 1t 1s nonetheless noteworthy that many of them
are also reflected in the lessons learned from the more comprehensive experi-
ence of supporting institutional development that consultants have, as re-
vealed by the following section.

3.2 Many Important Lessons Based on
the Experience of Consultants

The lack of documented knowledge, at least in Sida’s evaluations, does not
imply that there is no knowledge. Consultants often have long and compre-
hensive — broad, deep and varied — experience of working with support for
institutional development in close contact with local counterparts in Sida
partner countries. In order to get access to some of their knowledge and ini-
tiate reflection and dialogue, UTV invited a selection of experienced aid
consultants to identify and report the lessons they have learned from their
own broad experience. ‘What has worked well and why’ in terms of contrib-
uting to the development of formal and informal rules? Their experiences
and lessons were discussed — as well as follow-up questions about the implica-
tions for Sida — at two major seminars, where also Sida staff participated.
The lessons learned and the outcomes of the conversations are presented in
a report by Lage Bergstrom.'® This sub-section quotes the summary of this

13 Bergstrom, Lage (2005b)




report, adds some complementary information from the report and com-
ments some of the findings. Central lessons and needs are in italics,' and
summarised in the box.

Box 3.2 Summary of Lessons from the Consultants’ Experiences

Two essential & fundamental conditions for successful institutional development (ID)

projects:

e Real determination to achieve change by the local partner — a belief & vision of
change

¢ |nstitutional solutions based on existing local conditions & accepted systems

Three central themes emerged:
e Values

* Process

e Complexity

Institutional development is created from the inside — through values & ideas

e The driving force at the core of individuals and organisations has to be mobilised
¢ The choice of partner is important & understanding his/her situation

e Relations may be more important than goals & dialogue is decisive

e |dentify & influence values & be aware of your own

e The parties need to understand each others’ world view and thinking

Need for dialogue & presence

e Contextual understanding requires presence & participation in continuous dialogue
over long period of time

e Aid actors must establish personal relationships beyond the call of duty
e Initiatives from outside — including aid actors — can be useful

e (Can critically discuss weaknesses, legitimise alternatives & highlight issues that
local stakeholders cannot openly express

Adopt a process-oriented approach — as ID is dynamic, gradual & difficult to foresee

e Time and space is needed to search for new solutions — developed in social interplay
e Formulate projects in broad terms and specify/adapt activities later through learning
e Understand what is happening ‘just now’ & flexibly adjust to windows of opportunity

¢ Requires change within Sida - in attitude, rules, methods, decision making under
uncertainty, more follow up rather than detailed planning in advance

Central problem: too little is known about complexity of institutional development

e Complexity is recognised but little known about relationships and interactions be-
tween different rules, actors and other factors in complex systems and processes
of ID and change

e Urgent need for more knowledge and development of analytical methods — not least
to better understand relationship between formal and informal rules

Pent-up need to reflect on experience together with others & develop a common
language

14 The quoted text is the original one by Bergstrom, whereas the rest of the text is by the author. All emphasises
in italics are those of the author too.



The summary by Bergstrom begins:

What have we learned from the experience of supporting the de-
velopment of institutions — formal and informal rules — within
the framework of Swedish development cooperation? What has
worked well and what has not worked? Irom what aspects, for
whom, under what circumstances — and why? These questions
were posed to a group of experienced consultants at two semi-
nars in the summer of 2005. The aim was to try to identify les-
sons learned that could be of use to actors within development
cooperation.

Critical points for successful support

It was striking that there were so many common features in the
lessons learned that were given prominence by the consultants —
despite the fact that the experience had been gained in widely
different sectors and countries. Two essential and fundamental
conditions for successful institutional development projects were
emphasised: (a) that there is real determination to achieve change on the
part of the pariner in cooperation, and (b) that cooperation s based on
the understanding that institutional change is dependent on the local context.
The courses of action taken and the institutional solutions to
problems must be based on local conditions and locally accepted
systems.

In addition to the two conditions highlighted here, four additional critical
points for successful support for institutional development were identified.
However, the consensus was strongest about the two conditions already men-
tioned, while the degree of agreement about the relative importance of the
following four points varied. Most are elaborated below. ¢) Enough time to de-
velop and maintain long-term processes; d) broadly formulated assignments, made concrete
together with local partners; ) real enthusiasts — local persons with a strong active
interest of their own driving the process; and f) pressure created from below
through a cadre of actively engaged persons.

The first point is of fundamental importance and is usually re-
ferred to as “local ownership”. At the seminars it was emphasised
that ownership — the will and determination to achieve change —
does not need to have been concretised in specific descriptions of
what the result should be. What is important in this context is that
the partner in cooperation is eager lo change the existing situation and has the
belief that change is possible.

The importance of ownership was emphasised in different ways
during the seminars. The concept was also critically considered
in the examples and in the various discussions. How is it possible
to respect local ownership while pursuing the goals of Swedish



development cooperation? How can donors contribute when the
partner in cooperation does not have a clear picture of the type
of change it considers desirable? How genuine is local ownership
if it is felt necessary to adapt locally to external pressure from the
international community? And so on.

Institutional development is created from the inside

One essential insight is that stitutional development is created from
within. Rules are charged with values — and values form part of
the core of both people and organisations. 1t is from the inside of this
core that the driving force for change originates. This driving force has lo be
mobilised in order to achieve successful cooperation for institu-
tional development. Thus the choice of partner in cooperation is im-
portant, as well as efforts to understand the partner’s basic positions,
ways of thinking, and the local institutional context. The driving forces
can also be influenced, for example by dialogue and external pres-
sure. Consequently, relations may be more important than goals and the
dialogue s of decisive importance for sustainable development of
rules/institutions.

Identify & influence values

In other words, values stand out as being a key concept when re-
viewing the experience of the consultants. It is important, in all
contributions for institutional change, to specify the types of changes
lo values that are sought and to ascertain whether these are in line with the
values that are to be promoted by Swedish development cooperation.
In turn this makes it essential that people working within pro-
grammes of development cooperation are aware of their own
values as well as those of the organisations they represent.

Rules are never neutral. They reflect the values of the rule maker or of soci-
ety. Supporting the development of rules thus means that one world view
meets another — and it is crucial that each party understands the others. We
should ask how our partners think, how they view problems and solutions
from their own perspective. Still, local actors may get stuck in old systems
and ways of thinking. When reforms from within the system are unlikely, -
tiatwes from outside — including aid actors — can be useful. Independent consultants
can, for instance, highlight weaknesses and sketch alternatives without taking personal
nisk. Aid actors can bring to the surface issues that local stakeholders cannot openly ex-
press. They can initiate and legitimise a critical discussion of alternatives, thereby of-
fering new rules, perspectives and even values — alternative mind-sets.



Adopt a process-oriented approach

Process 1s another key concept in the experience of the consult-
ants. All the consultants participating in the seminars stated that
wstitutional change 1s a dynamic process — it lakes place gradually and
the various stages in the process are difficult to foresee. Time and space
are needed in different phases to search for new solutions. These solu-
tions are then developed in social interplay between individuals, groups
and organisations in which their different interests and experi-
ence are compared. One step taken on the road to institutional
change creates a new situation, which changes the picture of the
problem and thus requires a new solution, and so on.

Development and change goes on all the time, and donors can enter the
process at any stage. However, it is important — and often difficult — for do-
nors to understand ‘what is happening ”just now”’ (p. 20) and to assess how
it can contribute to this particular phase. Once a period of creating aware-
ness together and searching for solutions has been initiated, a so-called win-
dow of opportunity may be necessary to start the planned support or process of change.
However, the way that this window of opportunity looks in the specific case
will determine what kind of support is meaningful.

Therefore, a process-oriented procedure is essential for successful contri-
butions for institutional development. It is rarely possible to spec-
ify in advance the results that the process of change will lead to
—even if the overall goals can be clearly defined. One conclusion
is thus that contributions for institutional change must be mitially
Jormulated in broad terms where their frameworks and assumptions
are concerned. The concrete activities can be adapted/ specified at a later
stage — wn interaction with the partner in cooperation, as learning
takes place and in relation to the courses of action that are being
taken in the hierarchies concerned.

Development of institutions thus often involves long processes in search for
new solutions — solutions that are difficult or impossible to capture in project
documents with clearly pre-defined goals.

There was broad agreement on this at the seminars and it is also
in line with Sida’s policy for capacity development. However, it
was stated at the same time that Sida’s internal rules are not in
harmony with this view of the importance of process orientation.
Examples of this are, for example, the application of the rules for
procurement, the emphasis on LFA (Logical Framework Analy-
sis) as a general planning model, and the duration of agreement
periods, which are far too short. Instead institutional development re-
quares other methods and a change in attitude towards the decision-mak-
ing process in a situation of uncertainty. This means that greater
pains must be taken on following up what s actually being done with the




Junds entrusted to the parties concerned — rather than on trying to describe in
advance exactly what one believes will be achieved and focusing the
follow-up on that.

Complexity — too little is known

A third key concept in the presentations made by the consultants
is complexity. Every process of institutional change is dependent on
the set-up or change of other institutions/rules, either parallel
institutions or higher/lower institutions. Economic, political and
socio-cultural rules — both formal and informal — interact with
each other and are linked together in complex systems. There-
fore, wnstitutional change itself is usually complex, in which indiidual
changes require, and lead to, supplementary changes in order to be meaningful.
The complexity is reinforced by the fact that changes to rules offen
take place within entire systems of organisations in which many parties
with different interests are involved.

Today we know that institutional change is complex, but we know
less about ways in which the relationships and interactions between differ-
ent rules, actors and other factors can be described and analysed in
different phases of the planning of contributions. This problem
appears to be one of the most central problems faced by Sida and other
donors where promoting processes of institutional development
is concerned: on the one hand the problem refers to the complex-
ity and the needs of expertise this complexity requires, and on the other
hand it refers to the difficult, even umpossible, task of accommodating
and processing all this knowledge. In this respect methods development is an
urgent lask. One field in which it i1s particularly important to de-
velop more knowledge and better analytical methods s in the relationships
between_formal and informal rules.

Need for dialogue & presence

Understanding the local institutional context is crucial, but — as emphasised
by the consultants — this understanding can only be obtained through presence in the
country and participation in a continuous dialogue over a long period of time. Aid actors
cannot claim to understand the context better than their local counterparts,
but they can offer experiences from other countries and an outsider’s per-
spective. To conduct the necessary dialogue, aid actors must establish personal re-
lationships through efforts that extend ‘beyond the call of duty’.

When we recognise that institutional change is a dynamic process
— in which local ownership is of central importance and under-
standing of the complex institutional relationships is one of the
steps forwards — the focus is placed on the capacity of actors within devel-
opment cooperation to conduct the dialogue. Expertise is required in re-



spect of the sector concerned and in respect of methods for insti-
tutional and organisational development — as well as for a con-
structive dialogue. It was established at the seminars that the or-
gamisations have obvious shorlcomings in capacity in these respects at
the present time. This is a serious situation, particularly as require-
ments are growing all the time since aid increasingly focuses on pro-
gramme-based approaches of different types, for example in the
form of sector programme support.

A further conclusion drawn at the seminars is that there seems to be
a pent up need for reflection — persons feel a need to reflect on their
experience in interaction with others — with a focus on examining
“why we do what we do”. There is considerable value in exchang-
ing experience over organisational borders. However, the semi-
nars also showed that there is a need to develop a common language that
is understood by everyone working in the field of institutional
development, so that different interpretations of concepts do not
have a negative effect on the possibilities of making comparisons
and drawing conclusions.

3.3 Few Lessons from Initial Review of
Other Donor Approaches

The initial impression at the onset of the evaluation theme was that explicit
documented knowledge about supporting institutional development is miss-
ing. A review of the work of other donors gives the same result. UTV com-
missioned a brief overview of the work of selected donor organisations —
CIDA, DANIDA, DFID, the Dutch Ministry of Foreign Affairs, NORAD,
OEDC/DAC, USAID and the World Bank — as an initial albeit partial ori-
entation into how other donors approach support for institutional develop-
ment. The aim of this review, made by Sara Bandstein, was to ‘document
policies and similar initiatives, methods and analytical tools which address
institutional development in a direct way and evaluations and other lessons
learned from support for institutional development’."” Here we briefly sum-
marise the findings of the review.

Box 3.3 Summary of Conclusions from Review of Donor Approaches

Not easy to access lessons on supporting institutional development (ID) within donor

community:

e Explicit approaches to support for ID seem to be scarce

e There seems to be a conceptual confusion among donors

e Evaluations and other documents that explicitly report lessons learned are
particularly difficult to identify

15 Bandstein (2005), p. 7



A major finding 1s that explicit approaches to support for the development of institutions
—1in terms of formal and informal rules of the game — are scarce. However,
most of the donors reviewed have developed approaches to their support for
capacity development where institutional aspects are included as one compo-
nent. Another finding is that when institutions are explicitly described, it is
mostly in general and abstract terms. In fact, there seems to be an overall conceptual
confuson, i particular between the terms institutions and organisations.
According to the author, some donors have both an explicit approach with a
clear separation of the concepts, and a vital discussion of the issues.'®

FEuvaluations and other documents that explicitly report on lessons learned from support for
institutional development prove particularly difficult to identify. A conclusion is thus that
lessons learned on supporting institutional development are not easily accessible within the
broader donor community. They are of course likely to exist and a deeper and
broader review might succeed better. While there may be a multitude of in-
dividual evaluations of relevance, this first glance suggests a similar lack of
systematically accumulated and explicit knowledge within the donor com-
munity at large as within Sida — and perhaps for similar reasons.

16 |n particular DFID, but to some extent also the World Bank — and to a lesser extent, OECD/DAC and USAID
(Bandstein, 2005, p. 9).



4 Emerging Themes
— Lessons Learned about
Institutional Development

As implicitly and explicitly indicated in the previous two chapters and re-
flected in the findings of the studies accounted for and the questions they
raise, a number of issues have repeatedly recurred during the O&O phase.
These issues are clustered here into what we refer to as emerging themes —
themes related to the nature of institutional development itself. This implies
that during the O&O phase, we have learned — and made explicit — a number
of lessons about institutional development. This is in fact a second purpose
of the overall evaluation theme, and the O&O phase itself has actually made
such a contribution. The themes highlight central aspects and characteristics
of institutional development which suggests that it is important to explicitly
recognise these in efforts to support processes of change in formal and infor-
mal rules.

The lessons learned about institutional development itself thus have impor-
tant implications for donors like Sida. The purpose of this chapter is to
present the lessons — emerging themes — and to reflect on some of the impli-
cations for support to institutional development, not least in the light of the
observations about Sida support made earlier. These implications are further
discussed in the final chapter.

The lessons should serve as a useful input into a future conceptual and ana-
lytical framework for institutional development, and possibly also to methods
and strategy development for support. They seem to be consistent with exist-
ing research — without claiming to be complete or a total match.'” Other re-
search may further complement the picture.

17 Cf. the so-called Conceptual Paper of the evaluation theme, published in Eriksson Skoog (2005).




4.1 Institutional Development
— A Dynamic Process of Complex Interaction

A summary of the main lessons learned about institutional development is
found in Box 4.1. The points are discussed in more detail in the text that
follows.

Box 4.1 Summary of Lessons Learned about Institutional Development (ID)

Overall LESSON:

ID is a dynamic process of complex interactions

Characteristics of the PROCESS of institutional change:

Dynamic & gradual

¢ |D evolves in steps over time through a dynamic process that is often gradual & incremental
e |tis recognised that process is dynamic, but how process evolves is largely unknown

e There is even less knowledge about process of change in informal rules

Organic & difficult to foresee
e IDis largely organic — evolves spontaneously without conscious design — even formal reform
e Therefore ID difficult to foresee and reform processes can only partly be planned in advance

Path dependent — locally adapted
¢ |D process is path dependent, shaped by existing context & specific institutional set-up — History
matters!

e Effective ID needs to build on already existing rules and/or be compatible with complementary new
rules — not least informal

Complex — in several respects

e |Dis influenced by several factors which act, change & interact; often within complex networks or
systems of organisations; may involve change in rules at different levels

e Complexity is recognised, but knowledge about the dynamics of interactions limited

COMPLEXITY of ID involves interaction of a number of factors:

Initiating & driving factors
e Certain factors initiate ID, e.g. economic crisis — others account for its continuation, e.g.
repercussion effects

e Awareness important, but seems limited — for recognising potential process of ID & seizing windows
of opportunity

Actors, their roles, incentives & interaction

e |D takes place through interaction of individuals and organizations — some promote other resist
change, depending on incentives & power determined by existing institutional set-up.

e The state is a central actor, but its role in ID may vary & its individuals may play different roles

e |dentifying central actors & their incentives, in particular of the state, is crucial for understanding ID.

Values and beliefs — perception and ideas
e Strong lessons that ID requires change in mind-sets — values & beliefs
e Values & ideas may influence ID, but may ID influence values & ideas too? — Unclear!



Other rules — particularly informal

contd.

Institutional interrelatedness: rules & change in rules influence each other in different ways.
In particular the role of informal rules has been highlighted — hidden but often dominating

Other factors — notably knowledge

Knowledge and competence development matters, but unclear how or to what extent — certainly not
enough.

ID involves change in behaviour which requires learning — knowledge develops in the process & ID
can be seen as a process of learning.

An overall lesson from the O&O phase is that institutional development is a
dynamic process of complex interactions. This reflects the fact that there are two
overall characteristics of institutional development that have become increas-
ingly clear — referred to as process and complexity. These have important impli-
cations for support for institutional development. Figure 4.1 may serve as a
summary illustration of these two central characteristics and some important
components of institutional change.

Figure 4.1 Institutional Development
- A Dynamic Process of Complex Interactions
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The process of institutional change

Dynamic & gradual

The arrows forming a circle in the middle of Figure 4.1 above suggest that
any institutional change occurs through a dynamic process, hence as a sequence
of events in causal and chronological stages that evolve over time. Although this
process can be drastic — a revolution, for example — the general observation
is that it tends to be gradual and incremental, rather than a one-off event.'®

The process can be of several stages. Change in formal rules, for instance, may
mvolve: identification or perception of a problem; demand for change or sug-
gested idea of change; gathering support for and overcoming resistance to
change; convincing decision makers; drafting a new law; adapting it to other
existing rules; passing the law in parliament; implementation of the law by the
bureaucracy, for instance by concomitant change in complementary or lower
level rules, but also in terms of changing values, attitudes and behaviour by
service providers; the same changes by society members if they are to apply
the rules; control of rule adherence; sanctioning of non-compliance and so
forth. Eventually, when most actors who are to apply the new rule have
changed their behaviour, ¢ffective institutional development has resulted.

The sequence of these stages may vary. The process is rarely — if ever — as
smooth as indicated above. It may get stuck and even move backwards. The
process changing informal rules will be different although during the O&O
phase, few lessons about the informal rule-change process emerged.'

Reflections on Implications

To support dynamic processes of change in formal and informal rules and successfully
sequence such support, understanding and knowledge about the dynamic characteris-
tics and sequencing of the processes is important. However, there is considerable un-
certainty about this. As indicated earlier, Sida staff, consultants and other aid actors
seem to recognise that institutional change is a dynamic process. However, knowledge
about what the dynamics of these processes actually look like — the different stages and
their internal relationships or sequences — seems to be lacking. This, in turn, implies that
there is limited knowledge about how to sequence support — where to start, for instance
- and suggests a need to know more about how processes of institutional development
and change evolve over time.

That the process is usually gradual also implies that it takes time — probably more time
than donors expect, as recurrently noted during the O&0 phase. This suggests that
donors supporting processes of development of formal and informal rules, not least
major reforms, need to recognise and allow far more time for the process to evolve, and
to consider other possible implications.

18 Gradual and incremental change does not imply that it is necessarily smooth and even. As pointed out to me
by Peter Morgan, it may be irregular — periods of stability followed by a spasm of change and then returning
to stability before the next crisis.

19 There is certain knowledge about the change and development - evolution - of informal rules, as discussed in
the conceptual paper produced within the O&0 phase, UTV Working Paper 2005:3 (Eriksson Skoog, 2005b).



Organic & difficult to foresee

A related and important characteristic of the processes of change (which is
linked to their complexity as discussed below) is that they often seem to be
organic — or at least to have strong organic elements. This means that the proc-
ess of change in important respects evolves spontaneously, without conscious
plan and design, rather than being a fully planned exercise.

Even in the case of formal reforms, where certain steps are planned and
consciously designed, at least more comprehensive reform processes contain
organic elements. Therefore, such reforms are difficult to plan and design in
all their details, and thus to some extent unforeseeable — or at least difficult to
foresee. For example, initial reform attempts such as a legal change may
eventually run into constraints that could not be, or at least were not antici-
pated at the planning stage. These constraints can consist of other rules,
which turn out to be inconsistent and thus also in need of change to ensure
effective implication and application of the first. Then a change in a comple-
mentary rule may be decided, and so forth. Initial changes may have unfore-
seen consequences and repercussions that promote further change. A gradual
and partly organic process unfolds.

The reform of formal rules would appear to evolve both spontancously — an
accident — and as a result of conscious plan and design. Informal rules are
even more likely to evolve organically, but few observations of such change
were reported during this O&O phase.”

Reflections on Implications

We have seen that reform processes, not least formal ones, can only to some extent be
planned. Instead, they evolve in ways and directions neither planned nor foreseen. This
has important implications for donor support. To know how reform processes evolve,
what the next steps will be and what the results of initial changes will be - all of this sug-
gests a need to be prepared to flexibly adapt to the unexpected. Some further implica-
tions for donors were discussed in the section of lessons learned from consultants’ ex-
periences. These too indicate that demands on donors to change will be challenging.

Path dependent - locally adapted

An additional characteristic of the process of institutional development was
highlighted during the O&O phase, but more implicitly. The often gradual
and organic character of institutional development also illustrates its path
dependence. Path dependence means that the process of change as well as the
actual rules that emerge 1s shaped by the specific institutional set-up and
other circumstances that already exist — as well as events that occur in the
process. To put it simply, %ustory matters’.

20 Again, see the conceptual paper which makes reference to research (Eriksson Skoog, 2005b). Note that
change in informal rules can be consciously planned. This is less common, but informal rules governing fe-
male circumcision are supported by a programme of the International NGO Tostan in Senegal for example.




It also suggests that for institutional change to become effective — for new
formal rules to actually be adhered to — it must build on and be adapted to
already existing institutions, to be compatible with other rules and accepted
by people. This further suggests that formal rules, to gain legitimacy and be
effectively applied, must in some sense be compatible with informal rules.

Reflections on Implications

The implications for donors are important. It is crucial that development co-operation is
based on this understanding, and that institutional solutions and reforms supported are
based on and adapted to these local circumstances. Sida may want to ensure that this
is the case, and any evaluation to take this into account.

The complexity of institutional change

The dynamic and gradual character of institutional change, as well as its
organic character and unpredictability, is related to the complexity of the
process. (Hence, it is dynamic not only over time but also in terms of the in-
teractions that it entails.)

In the figure above, the fat arrows pointing at the circle suggest that processes
of institutional development are influenced by a number of different factors.
Hence, institutional development is complex. It involves change of and within
systems of a multitude of factors, many different actors as well as sets of formal
and informal rules. Another illustration of complexity is the circumstance
that much institutional development, not least within the public sector, takes
place within and applies to complex networks or systems of organisations.
Moreover — and as illustrated by the thin arrows in the figure pointing in
various directions — institutional development is further complicated, be-
cause it involves mnferaction between the different and interlinked factors, ac-
tors and institutions in ways which are partly unknown. The hierarchical
structure adds complexity, by involving complementary changes in rules at
various levels (not illustrated by the figure, however).

Reflections on Implications

Supporting complex processes of institutional change suggests a need for a compre-
hensive understanding of these processes among donors and partners. Donors would
seem to need strategies for how to deal with these complexities when supporting proc-
esses of change.

Aid actors recognise that institutional development is complex. But as indicated earlier,
they seem to lack a thorough understanding of how the different factors relate to one
another and actually interact during the process. The interaction dynamics are largely
unknown. Hence, aid actors do not seem to know how to deal with this complexity — for
instance how to combine support to different actors, at different levels etc. Neither do
they know what support is necessary, what support is sufficient and what support is
most important to effectively promote institutional reform.



Although knowledge about the process and complexity of institutional devel-
opment is limited, something is known. During the O&O phase, certain
components or influencing factors have been highlighted. These are indi-
cated in the figure above and discussed below. The components or factors
mteract dynamically and contribute to the complexity of the process. Those
highlighted here belong to different categories, but they do contribute to our
understanding and have important implications for support of such proc-
esses of change.

Initiating & driving factors

First of all, the process of institutional change is initiated by certain (causal)
factors; other factors drive the process and account for its continuation.”'
The process may be initiated by an economic crisis for example. This is what
set off Doi Moi in Vietnam. Or there could be other real or perceived per-
formance problems. It may also be set off’ by inconsistencies in the institu-
tional framework. When inconsistent rules collide, there is an incentive for
change in at least one of them. Hence, repercussion effects of a partial
change in any rule may trigger further institutional reform. The role of a
vision — a vision of change —may serve as an important driver; consultants’
experiences suggested this. The importance of local ownership — a well an-
chored determination to achieve change — has also been stressed. And it has
been argued — and agreed — that the driving force is created from within the
actors. Pressure on decision makers from below, within or outside has also
been identified as an important driver of change.

Reflections on Implications

Identifying the causal or initiating factors of change in formal and informal rules and the
factors that continue to drive the process would seem to be crucial for donors. This
seems to be important for both the identification of processes that are worth supporting
as well as for how to support them — but perhaps also for how to become aware of when
and where there may be a potential for institutional development.

During the 0&0 phase, other initiating and driving factors were raised, but less clearly
and consistently — perhaps less consciously — than many of those discussed below. The
impression is that these other factors are not sufficiently recognised or considered,
which suggests that there may be a need to increase awareness and knowledge.

Windows of opportunity

There is more knowledge about these things to be found within research,
although not easily and readily available.”? The importance of recognising
and making use of windows of opportunity for institutional change was
highlighted during the O&O phase, although no clear observations of what

2L Cf. DfiD’s concept ‘drivers of change’.
22 \While the conceptual paper (ibid.) may provide some inputs, it needs to be complemented.



creates these were made. However, the economic historian Douglass C.
North points out that windows of opportunity for reform are more likely
under certain conditions:*

a) When the dominant organizations which undergird the existing institu-
tional framework have been weakened.

b) When the “legitimacy” of the belief system of the existing institutional
matrix has been undermined.

¢) When the existing dominant organizations perceive it to be in their inter-
est to redirect their objectives towards productivity raising activities.

Actors, their roles, incentives & interaction

Institutional development is carried out and influenced by actors — individu-
als as well as organisations — and by their interaction. Different actors play
different roles in the process — some are agents of change while others resist
change. Whether actors promote or frustrate change largely depends on the
incentives for change they face. Power relationships and positions, bargain-
ing strengths etc. matter for the outcome. These as well as actors’ incentives
are partly determined by the already existing institutional set-up (as well as
by the distribution of resources). Any existing institutional set-up creates
groups with interests vested in the existing order, as well as others who would
benefit from change.

Incentives to change are also influenced by uncertainty. Actors can never be
certain of the benefits. This is another factor affecting the process of institu-
tional development, perhaps in particular by the resistance to change that it
contributes to. Institutional change in particular and change in general cre-
ates uncertainty of different kinds. This is something actors tend to shy away
from. However, as the process of institutional development itself unfolds over
time, a more consolidated reform may reduce uncertainty about its validity
and direction.

The role of the state

A central actor for institutional development — in various respects — i3 the
state. The state is responsible for establishing the overall institutional set-up
in society, and for enforcing the formal rules. However, the state is not an
impartial or indifferent actor, but in itself consists of different groups and
actors — formal as well as informal. Neither does it exist in a vacuum, but in
relation to and interaction with the surrounding society. Actors within the
state — just as other actors — are influenced by the formal and informal insti-
tutional and cultural set-up, the norms and values of society and the incen-
tives thus created.

23 Quotation from North (1997), p.18



The character and role of the state in society may vary — and so probably
also 1ts role for institutional development — depending not least on its rela-
tionship with the surrounding society, who it represents and is accountable to
and on the basis of which criteria. In the country cases studied here we see
the informal neo-patrimonial state in Kenya and Mozambique, and the for-
mal one-party state in Laos and Vietnam.

Reflections on Implications

Identifying the central actors or groups involved in processes of institutional develop-
ment and the different actual or potential roles that they may play would appear to be
crucial for donors supporting such processes. Who does Sida believe are the major
agents of change — and who has more to gain from maintaining status quo? These are
important questions. The answers provide donors with the information on which to base
strategic choices of which actors to support. Any support is bound to influence power
in relation to others. Unless we consciously select to support actors in favour of reform,
we may instead work against the changes we want to promote.

A central actor in much of Sida support for institutional development is the state and its
bureaucracy. This is clear from the four countries studied here. This circumstance raises
a whole set of questions. For example concerning the way that Sida views and relates
to a) the state, its functioning, its role and relationship to citizens in general and to and
different groups in society and b) more specifically, the neo-patrimonial state in countries
like Kenya and Mozambique, and the one-party state in countries like Laos and Vietnam
—and their roles in relation to reform processes supported. For instance, does Sida view
the state as a change agent or not in processes of institutional change? And what are
the implications for how Sida chooses to interact with the state — in relation to other
groups and actors in society, such as the media, civil society and the business com-
munity — and for who it chooses to interact with within the state, e.g. the government,
the bureaucracy, the parliament or the judiciary? Bringing clarity into these issues seems
to be an important task for Sida, which also ought to become reflected in more strategic
choices and relationships.

Values & beliefs — perceptions & ideas

During the O&O phase, it has become increasingly clear that values and
beliefs, perceptions and ideas — mind-sets — are an important part of institu-
tional development. In particular, the role of values has been highlighted. As
many participants have recognised, institutions carry or convey values. Con-
sequently, and as illustrated by many examples, in order to change the rules
of the game, it is also necessary to change views or values about how the
world should be and beliefs or perceptions about how it actually is — at least
to a certain extent. That change is needed becomes particularly obvious in
relation to shifts from a centrally planned to a market economy. This is a shift
between institutional systems with entirely different ways of thinking. Values
and ideas influence institutional change, but institutional change also influ-
ences values and ideas. Hence, the causal relationship seems to be unclear,
and thus also the sequential relationship: what needs to change first?



Reflection on Implications

Again, there are a number of implications for donors, related to how aware we are of the
role of values and beliefs for institutional development, how we relate to the existing
ones and how consciously we work with promoting the change of values and beliefs — of
our partners as well as of our own. The perceived conflict between promotion of certain
values and honouring local ownership among Sida staff may, for instance, need to be
sorted out.

Other rules: particularly informal ones

An additional component highlighted is the influence of and on other insti-
tutions of the change in any particular rule. Institutional interrelatedness has
been clearly illustrated — as well as the broad variation in this interrelatedness
—and is one of the major causes of the complexity of institutional change.
Existing institutions may influence the process of change in a particular rule.
Examples are: by contributing to creating the problem that is perceived to
need a remedy; by shaping incentives for actors to promote or resist change
as well as their opportunities for and constraints on doing so; by being con-
sistent or inconsistent with the rule undergoing change and thus either facili-
tating or inhibiting the process etc. Higher level rules may, for example, im-
pose constraints on change of lower level rules within a hierarchy. In particu-
lar the role of informal rules has been emphasised. This is because they are
hidden and implicit, but also because they take precedence over formal rules
in many of Sida’s partner countries.

However, institutional development is not only influenced by, but also in it-
self influences other rules. Since rules tend to be linked into complex systems,
an initial rule change may set off a chain of change. This is because effective
implementation and application requires consistency between rules. Several
rules interact in processes of institutional development and several of them
may be undergoing a process of change. Change in a higher-level rule may
well lead to change in a lower-level one — and sometimes vice versa.

Reflection on Implications

Institutional interrelatedness stresses the importance of both understanding how indi-
vidual institutions are related and interact as well as taking this interrelatedness into
consideration in deliberate efforts at reform. This has, for instance, implications for how
support for change in different and interlinked rules are combined and sequenced.

An urgent task for Sida, to judge from the observation made during this 0&0 phase,
would be to give increased attention to informal rules. First of all, to start looking for and
identifying them, so as to become aware of their influence on the behaviour of actors
and ‘performance’ of organisations in the societies in which we operate. Secondly, with
this knowledge, to explicitly take them into account. This is a task for Sida together with
its local partners.



Other factors, such as knowledge

The factors influencing and interacting in the process of change accounted
for here are probably not a complete list. There are likely to be others. One
factor implicitly recognised is knowledge or competence — as part of the
broader concept capacity. It is unclear exactly what the role of knowledge or
competence 1is, but many Sida efforts to promote institutional development,
not least in the past, have focused on the development of knowledge and
competence. This suggests an implicit assumption of its central role. How-
ever, the conclusion is that knowledge of itself does not necessarily change
behaviour.

Effective institutional change — that the new rules are adhered to — requires
change of behaviour. This in turn requires learning (how to behave in that
new way). One method is through trial-and-error. This suggests that knowl-
edge develops in the process of change itself — and that the process of insti-
tutional development in fact can be characterised as a process of learning;
During the O&O phase, it was suggested that knowledge and competence
cannot develop in a vacuum, but are actually being built as you practice,
through learning by doing, applying new knowledge to concrete situations. It
was argued that competence development (or capacity development, in the
traditional more narrow sense of the term) cannot take place without em-
powerment — hence a concomitant change in the rules for authority and
mandate. This suggests that knowledge, competence or capacity develop-
ment and institutional development may go hand in hand.**

Other important factors influencing the process of change ought to be re-
sources of various kinds, affecting for instance the economic strength of ac-
tors and organisations as well as relative prices and the incentives for behav-
iour created by them.

Reflection on Implications

There seems to be a clear relationship between knowledge/competence development,
learning and institutional development, but this relationship needs to be explored further.
If knowledge/competence development and institutional development — ‘training and
empowerment’ — go hand in hand, there may be important implications for how to sup-
port both institutional development and knowledge/competence development, as well
as for capacity development. Perhaps competence and rules should be changed in
tandem, and not sequentially as sometimes suggested and done in practice? More gen-
erally speaking, there seems to be a need to sort out how competence development,
capacity development and institutional development are related.

24 Admittedly, the concepts knowledge, competence and capacity were not always clearly defined and distin-
guished during conversations. Hence, the unclarity here too.




4.2 Why is Institutional Development so Difficult?
— Constraints on Change

Many of the elements involved in institutional change and its characteristics
discussed here also contribute to accounting for why institutional develop-
ment 1s often ‘difficult’ to achieve — at least consciously and according to
plan. (In reality, change goes on all the time, although largely spontaneously
and incrementally) Factors that contribute to making institutional change
difficult are summarised in the box and briefly discussed below.

Box 4.2 Summary of Factors which
Make Institutional Development (ID) Difficult

e \ested interests in maintaining status quo
e Uncertainty and fear of change

e Prevailing mind-sets: values and beliefs

e Invisibility of rules, especially informal

e Inter-relatedness between different rules
e Embeddedness of institutions and change
e D requires learning

Vested interests in maintaining status quo, usually among actors in power
who have incentives and opportunities to resist change from taking place
or being effectively implemented;

»  Uncertamnty and fear of change and thus incentives to stick to the old and
familiar rules among actors in general and not only those who risk loosing
from change;

*  Values and beliefs — mind-sets — reflected in ideology and culture for in-
stance, which shape our perceptions of the world and our values of how
it should be, supported and codified by the existing institutional set-up;

o Tnuisibility: The fact that rules cannot be observed means that they are
often not recognised, at least not informal ones. They are taken for
granted and adhered to out of habit, and therefore difficult to identify
and address;

»  Inter-relatedness between institutions: This may render partial institutional
change ineffective. Adherence may be prevented by other inconsistent
rules which would require a complementary change in whole sets of
rules.

e All these factors illustrate the embeddedness of institutions and institutional
change in their specific history and context, which contributes to the ri-
gidity of institutional change.



*  Even when actors want and try to change the rules, effective rules change
requires learning — which involves rethinking and behavioural change through
trial-and-error — and this takes time. So the process 1s slow.

Reflection on Implications

Given that institutional development in important respects is difficult, there seems to be
a need for donors to more consciously start considering how to deal with these difficul-
ties, in particular as the focus of development co-operation now shifts towards larger
systems, the overall institutional set-up in society, central functions and the role of the
state. Addressing in particular the first three factors would seem to be most pressing.

4.3 Further Reflections on Implications of
Complexity & Process

The overall characteristics of institutional development — here referred to as
process and complexity — thus have important implications for support for
institutional development. Apart from the implications discussed above, ad-
ditional questions have been raised that Sida may want to consider.

Understanding Complexity

Given the complexity of processes of institutional change, it may be reasonable to ask
just how much it is possible for donor actors to know. How much knowledge can we
possibly contain and process? And how much knowledge of the local context do we need
before we can enter with our support? Is it really possible for donors to know everything
before knowing when, where and how to successfully support effective processes of
institutional development? While on the one hand, there is a need to learn more about
these complex processes, there may, on the other, be a need to accept that we cannot
know it all. Perhaps we can find ways to cope with that uncertainty in practice.

Planning and Organic Processes

If the process of institutional change is largely organic, to what extent can larger reform
processes be successfully planned and foreseen? And to what extent can donor support
be planned in detail from start to end? Hence, to what extent and in what respects can

donors - and can they not — plan to support organic processes? conts.




Strategy versus Flexibility ol
When it comes to dealing with the complex and dynamic character of reform, the need
for a strategy has been questioned, while the need for flexible adaptation of support to
changing circumstances has been repeatedly stressed. Strategy versus flexibility raises
a number of questions that Sida may want to explore further.

If we assume that there is a need for planning as well as for recognising that the process
of institutional change is at least partly organic, how can strategy and flexibility be com-
bined? Can we develop a flexible strategy for support for institutional development — or
strategic flexibility? If we can, what needs to be firmly established and what needs to be
open to change — hence, what can be planned and what cannot be planned? Is it possible
to design a strategic process without specifying all the steps beforehand while remain-
ing flexible and open to emerging opportunities, but not loosing sight of the goal?

In fact, there may be scope for a possible third way — between a fully articulated strat-
egy and none at all. A third type of strategy-making may be referred to as ‘emergent’ —
the strategy may be emerging over time in the process. The trick here is to be aware of
what interventions can help such strategies emerge.?

Sida’s Theory of Change

Planned versus organic institutional change raises another set of questions, concerning
Sida’s theory of change. Does Sida have a theory of change - of institutional change, in
particular, but also a theory of social change and of processes of change in general? If
so, what is this theory of change? Is it explicit or implicit, or are there both implicit and
explicit theories?

The discussion of planned versus organic change, strategy versus flexibility, suggests
that there may be at least two different theories of change — with consequences for how
to support change: ‘rational’ planning versus organic searching. Hence, does Sida see
itself and its partners as — to paraphrase William Easterley? - central planners or
searchers?

% | am grateful to Peter Morgan for drawing my attention to this point.
% Easterley (2006)



5 General Lessons
from the O&0 Process

During the process of the O&O phase of this evaluation theme, a number of
observations were made that go beyond the specificities of support for insti-
tutional development. Through the multitude of interactions with many
people and reflections over an extended period, unexpected observations
and unforeseen patterns emerged — lending themselves to further conclu-
sions. Indeed, that was one intention of the O&O phase: it was meant as
learning. This chapter brings forward some general lessons from the process
of working with this theme.

UTYV staff has been struck by the positive response and devoted interest of
many Sida staff' and other actors participating in the O&O phase. They have
contributed with enthusiasm and devoted time and effort to the task. This
observation contributes to a strong impression and overall conclusion that:

the institutional theme highlights and responds to a set of deeply percerved
general needs within the organisation and among ils partners.

These perceived needs are linked to two sets of lessons that have emerged
during the O&O phase with a more general applicability. First of all, the
mnstitutional theme highlights certain issues that, while applying to institu-
tional development and support in particular, also seem to apply to develop-
ment and development co-operation more generally. Secondly, essential les-
sons can be drawn from the very study or learning process itself. Both sets of
lessons are discussed in this chapter.

5.1 Lessons for Development &
Development Co-operation in General

Some of the lessons learned about institutional development and support
reported in the previous two chapters do not seem to be specific only to this
kind of change and support. They may apply more broadly to processes of
development and change and thus have consequences for how to support
those. In fact, the institutional perspective adopted here and our pursuit of
the institutional theme in this exercise highlights a number of issues with
more general weight for development and development co-operation. There
seems to be a strongly perceived need to deal with these. They are summa-
rised in Box 5.1 and further discussed below.




Box 5.1 Summary of Lessons for Development Co-operation in General

Perceived need to understand, consider and act on general issues raised by the
institutional theme

e Increasing complexity within development co-operation

e Process character of social change and difficulty to plan support

e Development co-operation involves influencing values and culture

¢ Importance of the specific local context — in particular informal aspects

Increased complexity

A central characteristic of institutional development is its complexity: it in-
volves a large number of factors, actors and rules. Similar complexities con-
front donors in other kinds of development co-operation — and increasingly
so. The current shift towards sector programme and general budget support,
donor co-ordination and harmonisation and a multi-dimensional poverty
perspective contributes to that. As we move upwards towards a system level,
institutional, organisational and donor structures become all the more com-
plex. Increasing complexities and a proper recognition of these poses new
challenges. How to deal with these?

Process character of change

Another characteristic of institutional development is that it involves a
dynamic process of change. This would in fact seem to apply to most social
change and thus all the development processes that Sida supports. It also
appears that the dynamic nature of the processes supported is becoming
increasingly recognised, perhaps in relation to the growing programme char-
acter of development co-operation. They have at least been strongly empha-
sised during this O&O phase. Gradually evolving — organic, or at least partly
organic — processes are difficult not only to overview and foresee, but also to
plan. We have sensed a need for Sida to develop ways to deal with these
organic/dynamic processes of change.

Central role of values

A striking and surprising observation is that when we use the concept institu-
tions in the meaning of rules for social interaction, it becomes clear to people
that institutions convey values or — as somebody expressed it — are ‘loaded
with’ values. Although all rules convey values, this is particularly obvious in
the case of informal rules. An institutional perspective hence seems to unveil
the circumstance that support for institutional development as well as devel-
opment co-operation more generally is about the promotion of certain val-
ues. To work to change values, ways of thinking and behavioural norms is to
affect culture. This recognition seems to create widespread uncertainty about



whether there is a role for donors in this. What are the ethics of promoting
values and change in culture? Can the ethics of promoting values be bal-
anced or combined with local ownership? Hence a concomitant need to
reflect, discuss and bring clarity into these issues.

Local context — not least the informal

The institutional perspective is contextual by its very nature. It highlights the
importance of the specific local context and circumstances — institutional as
well as political, economic, social etc. And this not only for institutional
development but for development in general. During the O&O phase, we
have sensed a strong recognition of the importance of deeper knowledge and
thorough understanding of local conditions. Hence there would seem to be
a corresponding general need, among Sida staff in particular, not only to
learn more about the specific contexts in which we operate, but also to take
this context into account explicitly in a more conscious and strategic manner.
Who are the different actors; what incentives, power structures and inter-
actions come into play; what values and beliefs are held; what formal and
informal rules apply; what is the role and functioning of the state?

Taking the institutional context into account implies many things. This proc-
ess has repeatedly shown that it includes explicitly acknowledging the infor-
mal — rules, organisations, power etc. — since so much of what is actually
going on in our partner countries is determined by the informal. To describe
and highlight the informal is a particular challenge, as it is largely hidden,
mmplicit and difficult to observe, especially for an outsider.

5.2 Lessons from the Study &
Learning Process ltself

The previous section discussed lessons concerning ‘the subjects matter’ — in-
stitutional development and support specifically versus development and
development co-operation in general. This section discusses lessons concern-
ing ’the process’ — more particularly, a set of lessons that can be learned from
the very study and learning process of the O&O phase itself. Our impression
is that a second major reason for the positive response from the participants
of the O&O phase is the approach adopted. The approach also reflects
implicit needs, partly made explicit in this exercise. Certainly, the lessons
learned from this particular process may be more generally useful for Sida’s
work — as well as for its partners. They are summarised in Box 5.2 and fur-
ther elaborated in the sub-sections that follow.




Box 5.2 Summary of Lessons from the Learning Process Itself

¢ Need to reflect together on one’s own practice - to learn from this and use lessons
in practice

e Usefulness of a participatory and dialogic approach — for inquiry, advocacy and learning

e Need to know more about outcomes and about what works and what does not

Need to reflect together on one’s own practice

First of all, there seems to be a strongly perceived need for reflection among
Sida stafl’ and partners, such as consultants, about their own practice — and
the need to do this together. Common reflection and conversation about
one’s own practice means creating time and space for asking ourselves ques-
tions and thinking about what we are actually doing and why, if it makes
sense, and if we are on the right track etc. It means exploring and sharing
experience, exchanging views and thoughts, questioning to making sense of
what we are doing.

The need for reflection shall probably not be interpreted as simply a wish to
sit down and chat. While currently insufficient time and space 1s considered
to be devoted to reflection, the perceived need seems to be matched by a
concomitant desire to transform this reflection into learning. This refers to
both individual learning, for instance in terms of drawing new meaning out
of the reflection, and to organisational learning, turning lessons learned into
actual use i practice. This desire is reflected, for instance, in repeated questions
in search of guidance for how to go about things.

Usefulness of a participatory & dialogic approach

In relation to this perceived need, an important lesson is that attracting and
maintaining the interest and devotion of people involved in the process — as
well as creating conditions for reflection and learning — is promoted by a
participatory and dialogic way of working. It is important to recognise that
peoples’ own experience is a valuable source of knowledge; to mvite partici-
pants to share their experience, views and perspectives; acknowledging their
needs and problems; and providing space and opportunities for them to do
that with one another. This is far from saying that the O&O process has suc-
ceeded in this regard — learning takes time. Still, we have experimented with
attitudes and forms for conversation that are more participatory and interac-
tive than other approaches and methods. Inquiry has been stressed more
than advocacy. It is a strong impression that the present approach has been
perceived as more meaningful and useful to the participants than more tra-
ditional ways of inquiry used in the past.

The present evaluation theme does certainly involve an element of advocacy,
since an implicit purpose is to highlight institutional issues. Besides, given the



conceptual confusion within Sida as well as the aid community at large, a
partial purpose has been to introduce institutional concepts and perspectives.
A lesson learned is that the participatory and dialogic approach proves
equally useful — perhaps particularly useful — for advocacy. Our experience
thus confirms the suggestion that ‘[tJhe best way to launch anything is by
> 97

talking to people’.

Need to know more about what works

The perceived need for reflection about one’s own practice links to what we
interpret as a need for learning more about the outcome of our work and
whatever can be done to improve that outcome. People involved in develop-
ment co-operation care about whether the support provided has the intended
effects or not — or any unintended effects, for that matter — what works and
what does not, if our work makes any meaningful contribution about what
can be done to produce a more meaningful result.

Our impression 1s that actors within development co-operation are keen to
learn both from their own experience and practice, but also from the experi-
ence of others. They want to learn from other donors and any other useful
findings — for instance from research — about what works and may serve as
guidance for how to go about things to produce good outcomes. There would
thus seem to be a need for more evaluation — not purely ritual evaluation, but
useful evaluation that ensures learning as well as transforming this learning
into new practice.

27 Susanne Wadstein in relation to the launching of Sida’s new policy for gender equality (Sida Intranet, 10 Octo-
ber, 2005)







6 Conclusions about
Knowledge Needs,
Implications & Contribution
of Evaluation

This report combines the findings of the entire O&O phase of the evalua-
tion theme on supporting institutional development. It identifies lessons
learned from this phase and discusses the implications for evaluation as well
as for Sida more generally. While previous chapters have mainly reported the
major findings and lessons learned, this chapter makes a brief summary and
focuses on the implications for Sida. It draws conclusions about what we
know — or do not know — on the basis of the major findings and lessons and
discusses the major knowledge needs, other needs and implications, and the
consequences for evaluation.

This chapter answers the following questions:
1. What do we know now, and what do we not know?
2. Hence, what do we need to know more about?

3. What are the further needs and implications for Sida — for its support for
institutional development as well as more generally?

4. What does this mean for evaluation — and what contribution can evalua-
tion make?

The previous chapters were reviewed in the light of these questions, and the
findings of that review are summarised, chapter by chapter, in Appendix 1.
The review serves as a basis for the conclusions drawn in this chapter. The
conclusions are divided into four — corresponding to the four questions above
and presented in separate sections below.




6.1 What do we know now
— & What do we not know?

Box 6.1 summarises our conclusions about the present state of knowledge, as
our outcome of the O&O phase.

Box 6.1 Conclusions about our Present State of Knowledge

We now know far more than when we started — about:
e Sida support for institutional development (ID)

e |essons learned for supporting ID

e D as such

This knowledge is useful and certainly offers useful inputs — into:
e Knowledge base

e (Conceptual and analytical frameworks

e Strategies and methods

Nonetheless, uncertainties and knowledge gaps remain — in particular about:
e How Sida goes about supporting ID — and why

e Performance/effects of support

e Process of ID

First of all, we may conclude that we now definitely now know far more than
when we started. In particular, we have obtained a good picture of what Sida
support for wnstitutional development looks like; we know quite a bit about lessons
learned for how to support such change; and a not insignificant amount about imnstitu-
tional development as such. In addition, we have learned some lessons from the
study process itself and for development co-operation more generally, and
we know that Sida evaluations and initial reviews of the work of other do-
nors does not offer very much.

Much —if not most — of the knowledge identified has earlier been largely im-
plicit and therefore hidden. The O&O phase has made this knowledge explicit,
vistble and therefore more widely available. The knowledge documented in this re-
port and the underlying studies is wseful, and should serve as a basis_for building a
more solid knowledge base about institutional issues — for Sida specifically, but
also more generally. It also offers clearly valuable mputs into the development of
conceptual and analytical frameworks as well as strategies and methods for support.

Nonetheless, many things are still unknown — and hence important knowledge needs
remain. This i something we now know as an outcome of the studies and re-
views as well as explicitly expressed by the participants of the process.

1 In particular, while we now know what kind of institutional development
Sida supports and aims at, we know considerably less about how it actually
goes about providing that support and why. What approach does it favour, what
motivates that choice? Neither do we know why there is such a gap be-



tween Sida’s actual support aiming at institutional development and its
unclear, undefined methods and strategies for providing it.

2 The lessons about supporting institutional development ought to be useful, not
least as they are based on experiences at systems level. But they are partial
and we cannot be certain about how generally applicable they are.

3 The fact is that we know very little about the performance of Sida support for
the development of rules and virtually nothing about the effects of support on
any change — the actual results of Sida support.

4 With regard to nstitutional development as such, there are important remain-
ing uncertainties and knowledge gaps. There seems to be considerable
knowledge of its nature, but far less knowledge of its process.

5  We know very little of what lessons can be learned from other donors — and hence
about their experience.

6.2 What do we need to know more about?

To judge from the uncertainties and knowledge gaps identified, there is defi-
nitely a need to learn more — within all areas studied. Our main conclusions
are summarised in Box 6.2.

Box 6.2 Conclusions about our Continued Knowledge Needs

We need to know more about Sida Support and its Performance — in particular:

e More profound descriptions of Sida support, especially for informal rules

e Especially: Sida's approaches and methods to support — how it goes about it and why

e Urgently: How Sida support performs, its effects/results

e Most pressing: Explore consequences of seeming shortcomings

e Complementary lessons: how to support informal rules, institutional development
within programme support; vested interests and power to hinder change

Fundamental: to learn more & get deeper understanding of Institutional Development

(ID)

e Notably: complex interactions; informal rules; role of values; and role of central
actors

e Both a) general knowledge about ID and b) specific knowledge about local institu-
tional context

Knowledge needs about Sida support & its performance

First of all there is a need to learn more about Sida support for institutional
development in several respects — and this needs suggest there is a role for
evaluation, as will be discussed below.



1 As regards Sida support for institutional development, first of all, deeper
and more thorough descriptions would be valuable, especially concerning sup-
port for the development of informal rules —which are less clearly described
and where the picture most needs to be complemented. How does Sida
deal with the informal rules of the game and take them into account in
its support — not least the patron-client relationships in Sub-Saharan Af-
rican countries?

2 There is a particularly strong need, however, to get to know more about
how Sida actually goes about providing that support and on what grounds — any im-
plicit approaches and methods in the absence of explicit ones. This in-
cludes a need to explore to what extent and how institutional context is
taken into account. It is important for several reasons, not least in order
to understand and assess the logic behind Sida’s action and, in case of
unsatisfactory performance, to revise the strategies and methods em-
ployed to make them more effective.

3 There is also a particularly urgent need to get to know how Sida support for
wstitutional development performs, notably in terms of the extent to which the effects
of support on institutional development actually prompts change. In this
way Sida will learn more about what works and what does not — and why
— and is a minimum requirement for ensuring that results are achieved.

4 Most pressing, in this regard, is perhaps the need to explore the implications
of the seeming shortcomings of Sida support for its performance — notably a
lack of a) clear and documented strategic approaches and methods, b)
systematic ways to deal with the characteristics of institutional develop-
ment or with ¢) the specific factors which render it so difficult and d) not
fully taking local institutional conditions into account. These shortcom-
ings suggest there are risks the support is not well adapted to the charac-
teristics of institutional development in general, nor to the specific insti-
tutional and reform context in partner countries.

5 This, in turn, is directly linked to a need to know more about how to sup-
port the development of institutions successfully — for further elaborated and
complementary lessons to those identified here. In particular about support-
ing the development of nformal rules and with respect to development
co-operation through programme support. One reflection that can be made
in relation to the lessons learned and reported in Section 3.2 is that the
role of power is not explicitly addressed — despite its central importance
for the development of the rules of the game. Consequently, learning les-
sons about how to deal with power relationships in general — and, more spe-
cifically, with vested interests in maintaining status quo and incentives to hinder re-
Jform — when supporting institutional development appear to be particu-
larly important.

6 It also seems important to know more about why Sida support looks the way
it does. Why 1s there a seeming lack of defined and documented overall



strategies and approaches — in contrast to considerable actual support
identified? Why does not knowledge about the institutional context secem
to be acted upon? Are there constraints imposed by aid itself? If there
are, what are Sida’s own internal rules and what incentive for behaviour
do they create? Which are the considerations that actually determine
how Sida goes about supporting institutional development?

Finally, we must learn more about the experience of other donors, in particular
any lessons for supporting the development of rules.

What this means for evaluation — useful traditional contributions

These knowledge needs, especially points 3-5, clearly show that there is a strong

need for evaluation of support for institutional development to meet some of

those needs, as will be explained below. One conclusion is hence that evalu-

ation can make important contributions to our knowledge in several ways — linked

to what are major traditional roles for evaluation.

1

First of all, the needs identified suggest that there is an important role for
evaluation in contributing to knowledge about the performance of the support, not
least in terms of ils effects (outcome and impact) on actual institutional devel-
opment in partner countries, but also in terms of the relevance of the
support and the sustainability of its effects. What are the results of Sida
support?

The needs also suggests (as illustrated e.g. by point 4) that the two prelimi-
nary general evaluation questions of the evaluation theme remain highly valid. The
findings confirm that it is indeed relevant to ask evaluation questions both
about a) the contribution of Sida support to the development of formal
and informal rules in partner countries as well as about b) the conse-
quences of its taking or not taking institutional factors into account.”
While these are general questions, the knowledge gained during the
O&O phase means that we now have a_far deeper understanding and more de-
tarled knowledge about what more specifically to explore and what detailed ques-
tions to ask in such evaluation. This involves exploring, for instance, to
what extent Sida takes into account the different actors involved in as
particular reform process that Sida wants to support, and the different
incentives they face to promote or prevent report from taking place, how
Sida relates to those actors directly and indirectly and what this implies
for the outcome and success of its support for the reform process.

As suggested by point 1 above, evaluation of performance may first of all
serve accountability purposes, reporting back to Sida’s principals — the
government and Swedish tax payers — as well as to the beneficiaries and
counterparts in partner countries, about the results of Sida support.

% See the background section in Chapter 1. Somewhat simplified, the questions are: 1) To what extent, how and

why has Sida support contributed to effective institutional development in partner countries? 2) To what ex-
tent, how and why has the performance of Swedish support been affected by Sida’s understanding, consid-
eration and addressing of institutional factors?




However, in this context a second contribution is perhaps more impor-
tant, given the comprehensive remaining knowledge needs. It is to con-
tribute increased learning about how well the support works and why —
hence to further develop, deepen and complement the lessons learned about how to
support institutional development successfully. These may serve as guid-
ance for further support.

4 Evaluation can also play an important role in offering useful and more
thorough descriptions and thus knowledge about the support and how
Sida — and its partners — work with it. In particular, more profound and de-
tarled descriptions can, and often will, be provided in relation to evaluation
of specific projects and programmes. They may in themselves make a
valuable contribution by making explicit and increasing awareness about Sida’s
own way of thinking and working with support for institutional development
among its staff — as well as its partners. The challenging task of exploring
the deeper reasons behind Sida’s actual way of supporting development
of rules as well as potential constraints within aid and Sida itself could
certainly also be part of an evaluation exercise — but is perhaps more ap-
propriate for a separate study.

5 Asregard the need to learn more from other donors, new evaluations designed
for the specific purpose are likely to prove more useful than reviews of
existing studies and evaluations, as suggested by our attempts reported in
Chapter 3. Perhaps there is even scope for a joint evaluation — which could
offer a wider set of experiences to draw from and perhaps greater knowl-
edge about possible variations in the lessons learned. However, important
knowledge about the effects of Sida’s and other donors’ support for insti-
tutional development and lessons learned from that could also provided
by research. There are good opportunities to do large-scale, long-term
and comparative studies.

6 In these different ways, evaluation can contribute to the further building up
of a knowledge base about support for institutional development. This would
serve as useful guidance for the future — providing additional inputs into the
development of strategies and methods for Sida support, and hence to both its
policy and practice.

Knowledge needs about institutional development as such

An important fundamental knowledge need identified during this process
and by the actors involved is to learn more about and obtain a deeper under-
standing of institutional development as such. This is a basic condition for
supporting such development, for the formulation of strategic approaches
and methods, and ultimately for achievement of results. The complexity of
dynamic interactions within such processes of change, the informal rules of
the game and their relationships with formal rules, the role of values, and the
central actors, their incentives and roles for and against change were specifi-



cally stressed. A deeper understanding of institutional development means a
need for the development of both a) general knowledge about such processes
and b) specific knowledge about the local institutional context and reform
processes. There is certainly such a need among Sida staff and consultants,
as this study process has shown, but probably also among Sida’s other part-
ners, notably local counterparts and other donors.

6.3 What are the further needs & implications
for Sida?

Apart from knowledge needs, there are further needs and implications of the
findings and lessons of this O&O phase for Sida — for its support for institu-
tional development in particular but also more generally. Which are they?
Box 6.3 summarises the main conclusions, which are further discussed be-
low.

Box 6.3 Conclusions about Further Needs & Implications for Sida

Learning more about institutional development (ID) needs Conscious & Collected Effort
e Conceptual clarification — conceptual and analytical frameworks

e Common language for institutional issues

e Reflect on experiences from institutional development together

¢ Develop competence of Sida staff and prioritise institutional contextual knowledge

e Use existing research better and promote further research on ID and support for ID

Need to Take further Action on Sida support for ID

* Replace uncertainty and unawareness — develop strategies and methods

e Act on existing contextual knowledge and apply lessons learned

¢ Deal with characteristics and specific difficulties of ID — explicitly, consciously &
strategically

e Develop performance criteria and indicators compatible with ID

e Adapt Sida's own ways of working — create conditions to enable action

Other needs — with implications for Sida more Generally

e Deal with complexity, process, values and local context — consider how

» Allow time and space for joint reflection on practice — and act on outcome
e Develop participatory and dialogic ways of working

Additional needs - related to learning more
about institutional development

The need to learn more about institutional development as such, discussed
above, has several potential consequences for Sida. Many are covered here,
but there are certainly others. It is up to Sida to explore them further. A
whole set of measures is needed to deepen learning about institutional devel-




opment, some of which were also highlighted as strong needs in their own
right during the O&O phase. This suggests that a conscous and collected effort
may be most useful.

1 First of all, there is a clear and explicitly expressed need for conceptual clari-
Sfication and hence for the development of conceptual and analytical frameworks — con-
cepts and categories, tools and methods for description and analysis.”
The concepts also need to be compatible with already existing terminol-
ogy, clarifying for instance the linkages between institutional and capacity
development. This need would seem to apply not only within Sida but
also for the international donor community. The varying and unclear
meanings of institutional development and related terms may in fact con-
tribute to explaining why Sida’s strategies and methods appear to be so
vague. Without clear and agreed concepts, our thinking may be muddled,
which certainly hampers both our analytical and practical work.

2 There is a concomitant strong and articulated need to develop a common lan-
guage about these issues — concepts and understanding — within Sida and,
ideally, with all its different partners, not least local counterparts. Cer-
tainly, during the O&O process communication difficulties recurred due
to the lack of this and, again, conscious and strategic work suffers.

3 In order both to learn more about institutional development and about
supporting it — and eventually to improve ways of working and end re-
sults — and to promote the development of a common language, there is
also an expressed need to reflect on experiences from these issues together. This in
turn requires that Sida not only allows, but also creates opportunities,
space and the means for such common exchange of experience and re-
flection to take place. This should contribute to a deeper understanding,
But there needs to be the opportunity to actually make use of this in-
creased understanding by transforming it into the development of prac-
tice.

4 Hence the need to learn more about institutional development has im-
portant consequences for the competence development of Sida staff — and its
partners, such as Swedish consultants — and probably also for Sida’s man-
ning policies, in particular in the field. Given that much Sida support aims at
institutional development, a thorough knowledge and understanding of
such processes of change and of local institutional and reform conditions
ought to be given high priority.

5 Finally, given the knowledge needs identified, there would seem to be a
need to make betler use of existing research on the topic as well as to promote both
state-of-the-art studies and further research. This could indeed be a task for Sida
itself.

29 These are needed for describing, for example, formal and informal rules, cultural norms of behaviour, values
and beliefs etc. and for analysing relationships and interactions between factors — notably between the ‘rules
of the game’ and the ‘players’ — as well as processes of institutional change.



What this means for evaluation — substantial non-traditional contributions

Evaluation can definitely make significant contributions also in these regards,

particularly if performed in a participatory and dialogic manner for learning

purposes. Hence, apart from offering knowledge about supporting institu-

tional development, discussed above, evaluation can make several important

contributions of a more non-traditional character.

1

First of all, it may contribute to increased knowledge and deeper understanding of
wnstitutional development as such. More precisely, to a) the specific local insti-
tutional and reform context, and b) the process of institutional develop-
ment itself; its dynamics, interactions, the different actors, their roles and
incentives etc. and c) the role that donors may play in that process. An
evaluation focussing on the second overall evaluation question — a thorough
examination of the local institutional context, how it has been taken into
account and the implications of that for outcomes — may prove particularly
useful for promoting such learning and understanding.

In addition, those who participate in the evaluation may learn and develop
a common understanding of institutions, institutional development and how
to support it. Hence evaluation may contribute to both a better under-
standing of the institutional concepts and to the application or emer-
gence of a common language among the participants — ideally, Sida staff
with partners. This will serve as a useful common frame of reference for
future work. In these ways, evaluation may also provide mputs into the devel-
opment of a more general conceptual and analylical framework for Sida.

In order to actually make these contributions, ensuring that learning does
not stay with the individual evaluator and that common benefits do actu-
ally materialise, it us crucial that a participatory and dialogic evaluation process be
adopted. All those who are to learn and need to develop a common lan-
guage etc. need to be actively involved, and it is important to create suf-
ficient time and space for exchange of experiences, joint reflection and dialogue. Such
an evaluation creates an excellent opportunity for Sida staff and its local part-
ners to learn about these issues together while at the same time developing a common
understanding and language. While the focus here has been on Sida, much
may be equally relevant to its partners. This kind of evaluation may thus
also contribute to the development of knowledge, competence and increased aware-
ness of these issues among our partners to co-operation.

Again, a joint evaluation with other donors would be useful not only for
learning lessons from other donors, but also because it may contribute to
such common learning, understanding and language within the donor community.

Finally, there 1s certainly a need to develop analytical tools and methods for evalu-
ation of support to institutional development. However, these should not
be developed in isolation but linked to the frameworks and tools for anal-
ysis and support — existing as well as future ones.




Need to take further action on support for institutional development

There is another set of important consequences for Sida that can be derived
from the findings of the O&O phase. We have argued here the need for more
knowledge, but more knowledge is certainly not enough. And there is no
excuse for not starting to act. In fact, valuable knowledge will develop during
the process. There is a need to take further action.

1

First of all, there is a need to replace uncertainty and unawareness about how
Sida goes about supporting institutional development and on what
grounds, by developing clear and conscious programme theory and guid-
ance for practice. There is a clear need to develop strategies and methods for
how to support institutional development and why. This at several levels:
overall strategic and country level; sector and programme as well as
project level. There is a need for guidelines, frameworks and tools for
analysis as well as for support. This does not necessarily mean that sup-
port for institutional development should be introduced as a new specific
kind of support. But it certainly means that support for the development
and change of important rules of the game needs to be considered and
consciously addressed. This particularly applies to major reform pro-
grammes and capacity development — but also to other kinds of develop-
ment activities.

There 1s a need to act on knowledge that Sida staff already possesses and
that has been collected here: a) to make use of already existing knowledge
about the local institutional and reform context, b) to apply the relevant lessons
already learned on how to support institutional development successfully in
practice, and c) to apply the lessons learned about the characteristics and difficul-
ties of nstitutional development as such, by exploring their practical conse-
quences for the ways in which Sida (and its partners) work.

In particular, there is a need to explicitly, consciously and strategically relate to
and deal with the characteristics and specific difficulties of wnstitutional development. A
major challenge is to strategically address the way Sida relates to different central actors,
their roles, interests, incentives, power relationships and interaction in the
reform processes — in particular to consciously consider the way it views
and relates to the state in partner countries. A most crucial task is to make
active, conscious and strategic choices of which actors to support.

An implication — which has consequences for evaluation — is the need to
develop performance criteria and indicators that are compatible with the characteristics
of nstitutional development. Tor instance, taking its long-term, process-ori-
ented and organic character into account and enabling the observation
of intangible factors — such as changes in mind-sets, values, beliefs, learn-
ing, behaviour and behavioural patterns reflecting partial or achieved
development of institutions.



5 Taking these kinds of actions may require Sida to change its own internal ways
of working in a multitude of ways. Just how will need to be further ex-
plored. In 1s certainly crucial that conditions be created for its staff and pariners
lo take these actions — for instance to enable the application of the lessons
learned. Examples: to adopt a truly process-oriented approach; to allow
for the long-term presence in the field necessary to development and
maintain personal relationships and genuine dialogue.

Other needs — with implications for Sida more generally

Finally, there are a number of explicitly expressed as well as derived needs
that do not specifically concern support for institutional development. These
have consequences for Sida more generally — at an overall policy and mana-
gerial level, but also in daily operational work.

1 There seems to be a more general need to deal with the complexity of aid,
adopt process-oriented approaches, clarify the role of values and consider the local
context better. Certainly, dealing with these issues in an active and con-
scious manner requires considerable change at managerial and policy
level — if it going to have real consequences for the daily practice of de-
velopment co-operation. Sida needs to consider how to do this.

2 A strongly perceived need to reflect on one’s own practice together means Sida
must allow time and space for that. Findings ways and incorporating new
practice into Sida’s work could probably be done without major difficul-
ties, provided there is a will and one clearly knows why. The major reason
— to put it simply — would be to learn lessons from past practice in order
to ‘manage for results’. Certainly, reflection alone is no guarantee of bet-
ter results. Any lesson learned needs to be put into action, to be ‘acted upon’
as argued earlier. This would definitely seem to be a crucial condition.
And while there are certainly lots of meetings and much talk, this in itself
does not ensure that true reflection and learning is going on.

3 The perceived usefulness of the participatory and dialogic approach adopted
during the O&O phase suggests a need to develop such ways of working for
inquiry, advocacy and learning generally and to apply them more con-
sciously and consistently.

What this means for evaluation

In particular, points 2 and 3 above have immediate consequences for evalua-
tion, which has already been touched upon above. Within development co-
operation, the evaluation tradition is to conduct evaluation if not ‘in splendid
isolation’, at least with limited involvement of the different actors concerned.
This has contributed to limited usefulness and practical application of the
findings of many evaluations. What we now see — from the need to reflect on
practice together and the usefulness of the participatory and dialogic ap-
proach — is that evaluations which allow for that can make significant and




useful contributions. For Sida then, during the evaluation process it is impor-
tant at least to create opportunities for the sharing of experiences, common
reflection and dialogue. The process shall be participatory — involving stake-
holders concerned from the design, through implementation to the discus-
sion about conclusions and implications of recommendations. These consid-
erations should apply to all evaluations — whether initiated by departments,
field offices or the UTV — or in which Sida is involved.

6.4 What does this mean for evaluation
— What contribution can evaluation make?

The O&O phase has been both a learning process and pre-study phase for
evaluation. In this final chapter, the implications of the findings and lessons
learned for Sida more generally as well as for evaluation in particular have
been discussed. The implications for evaluation are not only many, but could
also be further specified and discussed in detailed. This would need a sepa-
rate report. This is not the place to deal with them all; they should be studied
in relation to the decision and design of individual evaluations. Let us instead
draw conclusions about the general consequences for evaluation, of the
knowledge and other needs identified, and the major contributions that eval-
uation can make to meet some of these needs. Box 6.4 summarises the con-
clusions drawn from the discussion of these issues in the several sub-sections
above.

Box 6.4 Conclusions about What this Means for Evaluation

Strong need for evaluation — which can make important TRADITIONAL contributions,

such as

e Knowledge about performance/effects of support

e Additional lessons learned — about supporting informal rules and processes of
institutional development (ID), taking context into account

e More profound and detailed descriptions of support — for informal rules, methods
and approaches

Findings suggest the two preliminary overall evaluation questions remain valid

e But we now have a deeper understanding and more detailed knowledge about what
to explore

Evaluation can also make important NON-TRADITIONAL contributions, such as

e Deeper learning about processes of ID
e Common understanding and language about institutional issues
e Opportunities for joint reflection and learning

Requires a participatory and dialogic evaluation process

e Opportunity for Sida and partners to learn together and develop common
understanding

¢ Sida may contribute to develop knowledge and competence in partner countries



Joint donor evaluation can also be useful — for contd.

e Learning lessons from other donors
e Common understanding and language among donors

Evaluation can make additional contributions, in terms of INPUTS into

e Knowledge base about ID and supporting ID
e Conceptual & analytical frameworks
e Strategy & methods development

There is a need to develop EVALUATION METHODS too

¢ Specifically: Develop analytical tools and methods for evaluation of ID support

e Generally: Create opportunities for sharing of experience, reflection and dialogue &
Ensure participatory evaluation processes

6.5 Concluding Reflections on
the Institutional Perspective

As stated in the introduction to Chapter 5, one conclusion is that the evalua-
tion theme on institutional development Aighlights and responds to a set of deeply
percewved needs among Sida staff and partners — most explicitly, some of the most
experienced consultants. Some further concluding reflections on an institu-
tional perspective are briefly discussed here, and summarised in Box 6.5.

Box 6.5 Concluding Reflections on the Institutional Perspective

¢ Highlights and responds to deeply perceived needs among Sida staff and partners
e Major contribution: Helps unfold the context — makes the hidden explicit
e Potentially useful to all Sida support & to contextual analyses at all levels

The evaluation theme highlights the role of institutions — the rules of the
game — for development and development co-operation. The potential use-
fulness of an institutional perspective has also been demonstrated in this ex-
ercise and by this report. What it implies for development co-operation needs
to be further developed. It is not just that institutions are a target for support
and change. Perhaps a major contribution of an institutional perspective — for
development co-operation as well as elsewhere — is that it helps us to unfold the
context; that which was opaque, becomes clear. Stressing that the context is
important is nothing new, but the context is often a black box. The institu-
tional perspective opens up this box, because the context in fact largely con-
sists of institutions — formal and informal rules — as well as the behavioural
incentives they give rise to, the associated ideas and values, the consequences
for actors’ behaviour — and so forth. It allows us to break down the context
into parts that can be identified, studied and consciously related to. This sug-
gests that an institutional perspective may be useful in all Sida support — not only




support specifically aimed at institutional development. And to contextual and
causal analyses at all levels — national, sector, programme, project or organisa-
tional. In fact, one reason — in addition to the ones discussed in Chapter 5 —
for why this evaluation theme has met with such positive interest is likely to
be found in the very topic itself. Why it seems to respond to implicit needs
among Sida staff’ and partners is perhaps precisely its ability to break down
the context and make the tacit and hidden explicit and clear.



Appendix 1 Summary of
Knowledge, Needs,
Implications & Role of
Evaluation in Chapters 2-5

In preparation of the concluding Chapter 6, Chapters 2—-5 were reviewed in
light of the questions below. The findings of the review are summarised,
chapter by chapter, in the subsequent box.

*  What do we know now, and what do we not know?
e Hence, what do we need to know more about?

*  What other needs are there — or what other implications are there for
Sida, for its support for institutional development (ID) as well as more
generally?

* And what are the implications for evaluation? What contribution can
evaluation make — and what is of particular interest?

Box Al: Summary of Knowledge — Needs, Implications & Role of Evaluation
Chapter 2 on Sida Support for ID

We know quite a bit about what Sida support for ID looks like — but the picture is partial

¢ Need for more thorough description of Sida support for ID — broader, deeper, precise and quantitative
e Clearer picture of support for development of informal rules particularly valuable

e Deeper detailed descriptions most useful for these purposes and for learning

e Evaluation can make significant contributions

We know far less about how Sida goes about supporting ID and why
e Particularly motivated to further explore
e Evaluation can bring clarity and deeper understanding

This striking gap has several important implications for Sida
e Need to find out why is there such a gap — task for specific study
e Pressing need to explore implications, particularly of observed shortcomings, for performance of support
- relevance, results and sustainability — most important task for evaluation
e Need to bridge the gap - replacing uncertainty and unawareness
- Develop and document clear and conscious theory and practice for how to support ID and why
— Develop overall strategies and methods & clear programme theories for specific programmes and
projects — with partners
- Including ways to systematically deal with characteristics and specific difficulties of ID conts.




Box Al: Summary of Knowledge — Needs, Implications & Role of Evaluation contd.

Another suggested gap — knowing but not doing
e Possible need for more knowledge about local institutional context — task to explore and develop
e Need explore (if and) why contextual knowledge not made use of — task for separate study

e Reasons unclear, but knowledge not enough and constraints imposed by aid itself — task to review Sida’s
internal rules and incentives

* Need to explore implications of not taking institutional conditions into account for support — important
task for evaluation

e Likely need to act on existing knowledge
Chapter 3 on Lessons on Supporting ID

Reviews of Sida evaluations and work of other donors offers few lessons for supporting ID

¢ Need to know more about experience of Sida and other donors and lessons learned from that
e Need for conceptual clarification and ID as analytical category

e New evaluations may be more valuable than reviewing old reports more thoroughly

Important and useful lessons learned from consultants show: 1) we know quite a bit about how to support ID
successfully, at systems level, 2) tacit knowledge is made explicit and accessible, 3) serve as useful starting
point for building knowledge base — but knowledge is partial
e Lessons need to be complemented in several ways — need to know more about
— Lessons from further experiences, particularly programme support & support for informal rules
— The validity, relevance, sufficiency and relative importance of the lessons in different situations
e Appropriate and urgent task for evaluation that can make significant contribution to knowledge base
¢ Need to know about Sida’s actual use of lessons in practice — task for study or evaluation
¢ Need for Sida to ensure application of lessons in practice and consider immediate action

Lessons about nature of ID identified — but need for more knowledge and other needs highlighted

e Stressed need to learn more about complexity of ID and how to handle that & to better understand rela-
tionships between formal and informal rules

e Urgent need for development of analytical methods on these issues and more generally

e Pent-up need to reflect on experiences together & to develop a common language for ID issues

e Possible need for Sida to further develop general knowledge about ID and reform processes

¢ To make use of knowledge and lessons, Sida may need to change its own internal ways of working to
enable:
— Adoption of a process-oriented approach to long-term and unforeseen ID process

— Development of personal relationships, long-term presence and dialogue

Concluding reflection: Little knowledge about performance of support in ID — in particular about the effects of

support on ID

e Strong basic need to know more about performance of Sida support for ID in general and about its ef-
fects on ID in particular

e A crucial and pressing task for evaluation by Sida

e Possibly equally strong need among wider donor community

e Research suggests little impact of aid on institutions, but need explore disaggregated effects at different

levels and causes of limited effects further — tasks for both research and evaluation



Box Al: Summary of Knowledge — Needs, Implications & Role of Evaluation contd.

Chapter 4 on Lessons about ID Itself

Lessons learned about ID suggest not insignificant implicit knowledge, made explicit here
e Crucial for Sida be aware, explicitly recognise, consciously relate to and apply lessons

Many uncertainties and remaining knowledge gaps identified
e Clear need to learn more about ID and understand it better — basic condition for support

— Not least about dynamic interactions of factors and actors, prevailing informal rules & central actors
and their incentives for/against change

e Conscious and collected effort desired to meet the need
— Make better use of existing research & promote further research

— Participatory and learning-oriented evaluation can make major contribution to increase understanding
- Development of conceptual and analytical framework needed — these lessons can provide inputs

In light of previous observations — Sida needs to act on knowledge
¢ Need to explicitly, consciously and strategically relate to and deal with a) characteristics of ID, b) major
factors involved and c) circumstances which render ID particularly difficult

e Major challenge: strategically address the way it relates to different actors, their roles, incentives and
interaction in the reform processes

— Identify the central actors involved, their interests and power relationships
— Most crucial make active, conscious and strategic choices of which actors to support

e Need to develop methods and tools for both analysis and support as well as strategies for support to ID
— again, lessons may serve as a useful input

Chapter 5 on Other Emerging Lessons

Institutional theme highlights and responds to deeply perceived needs within the organisation and among its
partners — these are additional lessons

Need to deal with — understand, take into account and act upon — issues that are more general to development
and development co-operation

e Cope with increasing complexity of aid

¢ Adopt process-oriented approaches to support

e Discuss and clarify role of donors in influencing values

e Learn and consider local context better — in particular the informal
e Task for Sida at overall policy and managerial level

Strongly perceived need to reflect on one’s own practice — and to do this together
e Requires creating time and space for reflection and exchange of experience, & forms and opportunities to
make use of insights

e Task for Sida broadly but equally relevant for evaluation

Usefulness of a participatory and dialogic approach — for inquiry, advocacy and learning
¢ Need to develop such ways of working further

e Task also for those working with dialogue in theory and practice

e Need for more conscious application in evaluation

Interest and need to know more about outcomes — about what works and what does not
¢ Need for more evaluation, in particular for learning







Appendix 2 Activities &
Publications of the O&0 Phase

During the O&O phase, a number of activities were performed and several
reports were produced by UTV. Here they are listed, together with other
publications related to the overall evaluation theme on support for institu-

tional development (ID).

Activities Performed during the O&0 Phase

Seminars & interviews at Sida/Stockholm

Seminar with UTV evaluators on evaluation theme and O&O phase late
2004/ early 2005

Seminar with the Policy and Method Group of the Department for Infra-
structure and Economic Cooperation (INEC), 17 March 2005

Seminar with the Division for Democratic Governance at the Depart-
ment for Democracy and Social Development (DESO/Desa), 5 April
2005

Seminar with the Country Groups for Kenya and Mozambique, 28 April
2005

Seminar with the Division for Infrastructure and Finance at the Depart-
ment for Infrastructure and Economic Cooperation INEC/IF), 10 May
2005

Seminar with the Country Groups for Laos and Vietnam, 12 May 2005

Seminar with Division for Contract-Financed Technical Cooperation at
the Department for Infrastructure and Economic Cooperation (INEC/
KTS), 31 May 2005

Several recurrent meetings with the Reference Group for the O&O phase
of the evaluation theme during late 2004 and throughout 2005

Seminar with the group for public administration of the Department for
Europe (EUROPE), 20 September 2005

Several interviews and conversations with Sida staff’ at Sida/Stockholm
(see further Eriksson Skoog, 2005a)

Seminar with UTV evaluators on first draft of this Synthesis Report, 5
April 2006




Seminars, workshops & conversations with external participants

Full-day workshops on lessons from experience of Sida consultants work-
ing with support for institutional development, 9 June 2005, for Sida staff
and consultants

Half-day follow-up workshop of consultants’ workshop, 22 September
2005, with participants from Sida, Ministry of Foreign Affairs and con-
sultants

Seminar with Mary Shirley from Ronald Coase Institute, on ‘Institutions
Matter! — But Can Aid Reform Institutions?’, 27 September 2003, co-
organised with INEC (NEC/Academy seminar)

Post-seminar with Mary Shirley with Reference Group 27 September
2005

Individual conversations between Mary Shirley and Sida staff 26-28
September 2005

Activities during field visits (see further Eriksson Skoog 2005a)

Several seminars, group meetings, interviews and conversations in Mo-
zambique (14-19 November 2004), Kenya (2226 November 2004), Laos
(22-28 February 2005) and Vietnam (14-21 February 2005), with Em-
bassy staff, including national programme officers, and with local coun-
terparts, consultants, other donors and independent observers

UTV staff participation in external conferences & meetings

EGDI/WIDER conference on ‘Unlocking Human Potential — Linking
Formal and Informal Sectors’, 17-18 September 2004, Helsinki, Fin-
land

ISNIE conference on ‘Institutions and Economic and Political Behavior’,
30 September—3 October 2004, Tucson, USA

Ronal Coase Institute workshop on ‘the St. Louis Initiative: Setting a
New Institutional Agenda’, 10-12 November 2005, St Louis, USA

Sida/POM (Department for Policy and Methodology) workshop on ‘Ca-
pacity Development in a Changing Landscape of Development Coop-
eration, 8-9 March 2006, Stockholm

LenCD forum on ‘Addressing the Paris Declaration, Collective Responsi-
bility for Capacity Development: What Works, and What Doesn’t?” 3-5
October 2006, Nairobi, Kenya

Membership in Reference Group for Capacity Development, at Depart-
ment for Policy and Methodology (POM) at Sida, during 2006 and con-
tinuing



Interim documents produced & used during the process

*  Brief Presentation of Evaluation Theme and O&O Phase
e Draft Thematic Paper

* Draft Conceptual Paper

»  Travel Report from EGDI/WIDER Conference

* Travel Report from Mozambique and Kenya

* Travel Report from Vietnam and Laos

* Travel Report from ISNIE conference

» Travel Report from Ronald Coase Institute workshop

¢ Reflection Notes from LenCD forum

Major Reports Published/
Produced during the 0&0 Phase

Barrientos Coérdova, Begofia, (2005) unpublished mimeo, Department for
Evaluation and Internal Audit, Sida, Stockholm

Sida Studies in Evaluation 05/03: Institutionsutveckling skapas inifran — Lardomar
Jfran konsullers erfarenheter av stid tull formella och informella regler, by Lage Berg-
strom

Sida Studies in Evaluation 05/04: Development of Institutions is Created from the
Inside — Lessons Learned from Consultants’ Experiences of Supporting Formal and
Informal Rules, by Lage Bergstrom

Sida Studies in Evaluation 2007:02: Changing Rules — Developing Institutions:
A Synthesis of Findings, by Gun Eriksson Skoog

UTYV Working Paper 2005:3: Supporting the Development of Institutions — Formal
and Informal Rules. An Evaluation Theme, Basic Concepts, by Gun Eriksson
Skoog

UTV Working Paper 2005:4: Donor Approaches to the Development of Institutions
— Formal and Informal Rules. A Partial Overview, Sara Bandstein

UTYV Working Paper 2005:5: Sida Support for the Development of Institutions — For-
mal and Informal Rules. Reports from Kenya, Mozambique, Laos and Vietnam, Gun
Eriksson Skoog




Other Reports within/related to the
Evaluation Theme Published/Produced by UTV

Eriksson Skoog, Gun (2002): Institutional Analysis and Development Assistance: Pro-
moting Effective Institutional Development — Initial Orientation of Sida Support, un-

published mimeo, 23 September, Department for Evaluation and Inter-
nal Audit, Sida, Stockholm

Sida Studies in Evaluation 02/01: Aid, Incentives, and Sustainability: An Institu-
tional Analysis of Development Cooperation, Main Report, by Elinor Ostrom,
Clark Gibson, Sujai Shivakumar and Krister Andersson

Sida Studies in Evaluation 02/01:1: Aid, Incentives, and Sustainability: An Institu-
tional Analysis of Development Cooperation, Summary Report, by Elinor Ostrom,
Clark Gibson, Sujai Shivakumar and Krister Andersson

Sida Studies in Evaluation 03/04: Institutional Perspectives on the Road and Forestry
Sectors i Laos — Institutional Development and Sida Support in the 1990s, by Per-
nilla Sjoquist Rafiqui

Sida Studies in Evaluation 2007:03: ‘We can’t all be ducks’: Changing Mind-sets
and Developing Institutions in Lao PDR, by Pernilla Sjoquist Rafiqui
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Changing Rules — Developing Institutions
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A Synthesis of Findings

Institutions — the formal and informal rules for social interaction — are a
key to sustainable development and poverty reduction. Institutional
reforms are high on the international development agenda and supporting
institutional development (ID) is a strategic issue for donors. However,
changing rules - developing institutions — is a complex matter, since
institutions are embedded in a country’s specific history and culture. If ID
is inherently ‘local’, how can donors successfully support ID as a means
to contribute to poverty reduction?

This report synthesises the findings from an initial orientation and over-
view phase, identifies lessons learned and discusses implications for Sida
and its partners.

One conclusion is that Sida support for ID is comprehensive, deliberately
provided and broad in scope - but theories of change, strategies and
methods for dealing with the characteristics of ID are not well articulated.
A central lesson is that ID is a dynamic process of complex interactions.
It calls for a deeper understanding of this complex process; the adoption
of a process-oriented approach; and the development of common con-
cepts and analytical frameworks.

Little is known about the performance and long-term impact of Sida sup-
port for ID — hence further evaluation is needed. In addition to knowledge
about results and lessons learned evaluation can contribute to a) learning
about the local context and process of ID, b) the development of common
concepts and understanding through joint reflection among Sida staff and
country partners, and c) enhancing the capacity of local partners.
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