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Key Findings and Conclusions

10.

The Seila Programme has been effective as a mechanism for delivering rural infrastructure projects in a
manner that has included local participation in decision-making. The CARERE project established
effective mechanisms for ensuring that the Seila Programme is accountably managed and products are
delivered.

The macro framework for local governance is evolving rapidly. The completed laws and regulations
support the ability of the project to achieve its objectives. However, the lack of an integrated policy
framework for decentralization and deconcentration opens the possibility for conflicts at several levels
that could hinder program sustainability.

Government human resource capacity exists to undertake Seila Programme implementation. Government
officials at all levels have the knowledge and skills to carry out their functions. The combination of PLG
advisors with RGC staff enables the programme to operate effectively.

A major constraint on the utilization of available capacity is the low motivation and reward system for
Govermnment officials due to the very low salaries that are offered and the seeming lack of confidence to
undertake Seila systems without technical assistance support. Salary supplements paid by PLG and other
donors are necessary to keep the Seila systems operating.

The Seila Programme in its present form is not sustainable by the Govemment. This is due mainly to the
introduction, mainly by intemational advisors. of regulations and systems that are beyond the capacity of
the Government and elected officials to carry out within the financial and technical resources available to
them in the long term. )

The main donors to the PLG project and the Seila Programme have conflicting views regarding the role of
the PLG project in support of Seila. One set of views casts PLG in the role of the implementing unit for
the Seila Programme; the other sees PLG as a project whose primary purpose is to develop self-sufficient

_ capacity within Seila and related Government agencies to eventually utilize project outcomes without

external assistance.

Another conflict exists on the substantive level. Namely, whether the objective of Seila is (or should be)
designed to emphasize poverty alleviation or the development of local governance capacity. The position
taken on this issue has major implications for the nature of PLG capacity development activities. If
donors are interested in using Seila as a vehicle for collaboratively financing the construction of small-
scale rural infrastructure, then Seila is an excellent managed option. If donors are interested in addressing
root causes of poverty through support to local goveming institutions, serious thought needs to be given
to shifting to a more efficient, demand driven mode of operation.

The complete integration of PLG within the Seila Prbgramme makes it difficult to assess the efforts of
PLG and the Seila Programme independent of one another.

The Seila Programme is no longer the only institution engaged in decentralization policy development.
There is a need for constructive engagement among the various interested Government entities and donors
with a view to harmonization of efforts.

The value of the snapshot approach to extemal advisory services appears limited as several conclusions
and recommendations offered by this mission were noted by earlier missions. The shift to a client-
centered change management methodology appears warranted.
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1 Introduction

1.1 Purpose of the Mission

In January-February 2002, the UNDP fielded a mission to assess the capacity of the Royal
Government of Cambodia to execute the multi-donor Partnership for Local Governance Project
(PLG) in support of the government’s Seila Programme. The mission was given the objective to
‘undertake a comprehensive assessment of national project execution and implementation
capacity of the Seila Task Force (STF), STF-Secretariat, concerned line ministries and
departments and other concerned institutions at 2ll levels of project implementation”.

The purpose of the mission was to ascertain whether the current PLG project management
systems and structures are sufficient and appropriate to achieve the objectives of the project. to
identify critical capacity gaps and recommend a strategy to strengthen national execution
capacity.

The mission comprised two international consultants. One, Robert Griffin, has extensive
experience assessing UNDP national execution modalities in numerous settings. The other, Paul
Lundberg, has extensive experience in designing and managing democratic local self-governance
capacity building projects in Asia.

One of the critical points for the mission to clarify at its outset was: What objectives is the project
trying to achieve? This proved to be an insurmountable task given the strong views of the donors
‘involved in funding PLG. The PLG project is a newly constructed vehicle its principal donors to
jointly support the objectives of the national Seila Programme. In addition, several other donors
channel their funds for rural development activities through the project management structure.
As suchi, the project faces several difficulties resulting from differing, and sometimes conflicting,
agendas of the associated donors. The primary issue relates to the intrinsic nature of the PLG
project and its relation with the Seila Programme, the recipient of its assistance. *

UNDP, the managing donor, is of the opinion that the PLG project is designed to build capacity
in the STF-Secretariat and other associated national, provincial and commune institutions to
execute and implement the Seila Programme. This appears not to be the case with the other
donors, especially SIDA, who feel that PLG is the management mechanism for implementing the
Seila Programme rural development activities. This difference caused the team to face
considerable difficulty in ascertaining whose capacity was to be assessed in relation to the
production of what output. On advice from UNDP the mission has reviewed capacity issues
affecting the Seila Programme and the PLG project. This confusion of objectives is raised at
several points in the body of this report. '

1.2  National Management of Development

The mission was tasked to address national management capacity issues on two levels: the Seila
Programme and the PLG Project. The Seila Programme is directed by the Seila Task Force
(STF), an intre-ministerial policy making body. Its policies were formerly carried out by the
CARERE project directly, the predecessor to the PLG Project. Currently, that management
responsibility is carried out by the STF Secretariat with assistance from PLG. The PLG Project is
also now under national management. The head of the STF Secretariat acts as Project Director
with advisory support and assistance from the PLG Chief Technical Advisor and other PLG staff.



National management of the development process is essential to ensure full commitment of the
Government to the implementation of development policies and activities. In Cambodia. the
. Khmer Rouge destroyed established institutional capacity and human resources during 1975-79.
Many other educated people fled the country. During the large programme of relief and
rehabilitation carried out under the umbrella of the United Nations during the 1980s. programme
management responsibilities were carried out by international personnel as Government capacity
was slowly rebuilt. The legacy of this period lingers on, even though the Government has
substantially restored its human resources if not its full financial and institutional capacities.

Since 1992, UNDP has been aggressively promoting "national execution” of its development
projects on a global basis. While national execution is UNDP's first choice for management of its
projects, national capacities must be taken into account so other options for management remain
possible. The purpose of making national execution (NEX) its priority method for project
management is to ensure the full commitment of recipient governments to the objectives and
implementation of the development cooperation activities. In Cambodia, the shift to national
execution for development cooperation is only now beginning to occur. UNDP Phnom Penh is
actively seeking to ensure that the Royal Government of Cambodia exercises full decision-
making authority in regard to development assistance received from UNDP. Given its long
history, extensive preparations, the highly qualified national project director and the experienced
team of advisors, the PLG Project is the first UNDP-funded project to be approved for national
execution in Cambodia.

Key recommendation on the national management of PLG

* Although the team identified several potential capacity gaps that relate to the long-term
sustainability of the Seila programme objectives, the question of current management capacity
was quickly dealt with. The PLG project, and its CARERE predecessor, according to all
accounts, even those of its detractors, have been well-managed projects. The joint management
team comprised of STF-S staff and PLG advisors form an appropriate mix, well suited 1o
delivering the outputs of the project. .

In keeping with the above, the Mission members wish to preface all of their conclusions and
recommendations with the admonition that no significant alteration in the operational
arrangements currently in effect within the Seila/PLG nexus should be undertaken until January
2004. The national governance framework is in a process of transition at several levels. Many
new actors at the national, provincial and commune levels are taking on increasing importance in
this project. The potential capacity gaps identified in this macro institutional arena greatly
overshadow the internal organizational and management issues identified. Thus, the question for

this mission to answer became whether the acknowledged management capabilities existent in the
PLG team could become institutionalized at the relevant levels of RGC so that project outcomes
could be sustained after the end of the project.

1.3 A Note on Methods and Results

Upon arrival, the mission assessed the situation and decided that the complexity of the project and
overlapping relationship with the Seila programme required that a broad based institutional
analysis methodology would be the most appropriate for this situation. This methodology was
selected for two reasons:

1. The TOR called for the assessment of capacity of all institutions associated with the project



2. The mission noted that there were several interlaced institutiona! transitions facine project
management in the near term.

The methodology employed. referred to as institutional capacity analysis, was carried out at two
distinct levels: the external institutional environment, which encompasses the overall
socioeconomic environment, the national governance framework, civil services issues, and inter-
organizational relationships and (b) the micro-institutional environment encompassing: internal
organization and distribution of functions, management style and procedures, physical and
financial capacities and internal personnel and development of beneficiaries skills. These
elements of capacity have been roughly reviewed to give the mission a picture of the gaps
between capacity required and that currently available. After undertaking this rapid assessment
of national execution capacity, the mission identified several issues that should be addressed to
enhance the existing capacity to sustain project outcomes.

The mission suggests that this institutional capacity assessment methodology can be used as a
guide for carrying out periodic capacity assessments to ascertain progress over time. It will be
particularly critical for the capacity issues identified in the institutional environment to be
carefully monitored in order to give the STF and its associated donors correct signals on when
modifications in the operational structures and systems could be introduced with minimal
negative impact on programme goal achievement.

To implement this methodology, the mission members met frequently with UNDP, the STF-S,
the PLG project management and staff, the other PLG donors, NGOs associated with Seila and
~decentralization, other relevant government agencies and donors. In addition, the mission
undertook a one-week field visit to Battambang, Bantaey Meanchey and Otdar Meanchay where
they had a further opportunity to meet with government officials and project staff. Altogether the
mission perused over 90 documents pertaining to Seila, government policy and legislation, and
the general situation of Cambodia.

Y

The mission faced a rather unique limitation in its ability to assess the capacity of national
management to implement the PLG project. The team was unable to observe the project activities
in the field. Due to the Commune Council elections that happened during the mission, all field
activities related to commune planning, bidding, implementation and reporting had ended before

the arrival of the team and the main community institution, the Commune Development
 Committee, had been put into hibernation. In addition, the mission faced difficulty in assessing
the capacity of individuals working in the STF-S as almost all of them had only recendy taken up
their positions and thus were still in the process of being oriented to the complexities of the Seila
Programme. At present, it is impossible to address the technical capacity building needs of the
STF-S until transitional arrangements for the transfer of Seila functions are clarified, the role of
the STF-S and what work its personnel should do remain unclear. Finally, we admit to the
inherent limitations of one-shot missions comprised of consultants who enter a place for the first
time and attempt to come to grips with a complex web of activities like Seila. Given these
limitations, and recognizing the processes of human psychology, the mission members fully
admit that perhaps 20% of the ideas contained in their conclusions and recommendations are
based upon newly acquired information while the other 80% is heavily influenced by their
combined experience designing, managing and assessing development projects in other countries.

Even so, when reading, late in the mission, some of the earlier evaluation reports (such as the

1998 CARERE Midterm Evaluation and the 2000 SIDA UNDP Joint Evaluation Mission) we
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noted several recommendations similar to ours, especially related to the need to simplify the
planning, and M&E systems. Perhaps, rather than fielding more external missions in the future,
the national management and PLG donors may wish to consider a more effective route to chanee
management, one that introduces a philosophical "paradigm shift" in attitude by viewing capaci-ry
~ from the perspective of the end beneficiaries not external observers.

2 Overview

2.1 The National Context

The Cambodian socio-economic situation

The first category of capacity enabling issues, the national socio-economic situation,
encompasses elements that affect the very heart of the institutional environment in which
development activities take place. The surprising capacity issue that arose out of a brief review
of various Cambodian situation analyses is that conditions are not as bad as one would expect
after a lengthy period of protracted civil conflicts. The CDRI 2001 Economic Review notes:
“Given the extent of the destruction of Cambodia’s physical, administrative and social
infrastructure. the country has made remarkable progress in the seven or eight years.” In fact.
several aspects of Cambodia’s socioeconomic situation are better that those of countries in South
Asia, which have not experienced such disruptive internal conflicts, and, in many respects,
Cambodia is clearly improving at a faster pace.

Some comparatwe figures include:

¢ (Cambodia’s Human Development index is low, it ranks 136 out of 174 countries, but
it is not classed as a ‘Low human development’ country.

‘s Female literacy (>15 years) is 42% versus 28% for Pakistan

» The percentage of economically active children (aged 10-14) in Cambodia is similar
to that of neighboring Thailand and is far less than recorded in Bhutan, Nepal.
Bangladesh and Pakistan.

» Annual population growth rate of 1.8% is significantly lower than that found in much
of South Asia

¢ Per capita aid received is only 40% that received in Laos

» Total debt service is 1.5% of exports; Pakistan’s rate is 27% of export value

¢ Reportedly, nearly 100% of primary age children are enrolled in primary school

« Although the total daily per capita caloric intact was lower in 1997 than in 1970 and

- overall life expectancy is still only 53, the same as Laos and lower than Nepal, the

percentage of the population in poverty declined over the course of the 1990s (while
it increased sharply in Pakistan—a country with twice the per capita income).

The point of this scatter gun of statistics is not to show how bad or how good Cambodia is doing
in comparison to other countries in Asia. Comparisons are always of dubious value, there are
always those who have achieved more in some area, but clearly the socioeconomic situation in
Cambodia has improved markedly over the past decade. The purpose then is to point out that
nothing in this rapid review indicated to the mission that there are underlying socioeconomic
conditions that will negatively affect capacity for national management of PLG. In fact, this
review, and informal observations in the field, prompted the team to question why so many
people interviewed by the mission immediately mentioned ‘lack of capacity’ as the major



stumbling block to development in Cambodia, and thus, seemingly, the need for numerous
resident international NGOs and advisors to carry on development tasks. The mission wonders
whether this is a legacy of UNTAC, giving rise to the belief that Cambodia could take care of
itself. A serious recommendation from this mission is that donors. and the Seila Programme in
particular, should focus more attention on enabling the use of indigenous capacity rather than
always talking about the need for ‘capacity development’ to carry out imported technocratic
solutions. The comments below on governance issues raise the question of whether it is capacity
~that is lacking or suitable incentives to induce the utilization of existing capacity, especially in
reference to government personnel. If it is the latter, then all the training programmes in the
world won't make any lasting difference.

National Governance Framework

Governance reviews of Cambodia regularly refer to the lack of transparency in decision making,
the poor links between national budget formulation and execution. the significant leakages in the .
public expenditure management systemn, and the fact that minimal central resources reach the
local level for development purposes. The iPRSP notes that corruption has been identified as
Cambodia’s leading problem. '

The RGC has embarked on an ambitious programme. the Govermance Action Plan, to address
these and myriad other governance issues. The second GAP is now in draft. Observers note that
while the provisions of GAP I were not all completed, substantial progress has been made.

Social scientists increasingly recognize that if political stability and sound, competent economic
management are keys to successful economic development, then more participatory forms of
- governance are critical to sustain progress in the long term. This is precisely the situation the
mission found upon arrival in Cambodia. On 3 February 2002, Cambodia completed a
nationwide set of party-based elections for Commune Councils. According to historian, Henri
Locard. this is apparently the first time these Councils have been elected through universal
suffrage on a nationwide basis, although some local elections did take place upder earlier
regimes. These elections were enabled by the passage in early 2001 of the Law on
Administration and Management of Cornmunes and Sangkats (LAMCS). This Law distinguishes
the role of the local councils as the representatives of their constituents and as an agent of the
central state. This is a landmark legislation that possibly will prove to be a catalyst for further
opening of governance practices at all levels.

Several Asian democracies (Nepal, Mongolia, Pakistan, Philippines, Indonesia, Thailand) have
created elected local governing institutions during the past decade. However, it is rare that the
process has seen such a high level of political and bureaucratic support as is evidenced in
Cambodia. The LAMCS has been supplemented by a Sub-decree on the Establishment of the
“Communes & Sangkats Fund” that will enable the RGC to make annual revenue transfers to this
tier of government. This has been followed with draft rules on financial management and local
development plan preparation. Rules to guide the provincial and district governors on their
relationship with the new communes also exist in draft. A potential threat to the devolved nature
of the new system lies in the inordinate powers granted to the Ministry of Interior 10 remove a
Council Chairman or an entire Council. No provision for appeal is evident in the law. In
addition, a threat to the representativeness of the Council lies in the power granted to the political
parties to expel a councilor for not following party dictates, thus causing him to lose his seat on
the Council.



The LAMCS also brought into being two new institutions that have been given the mandate to
oversee the implementation of the Law. A temporary body, the National Committee for Support
to Communes/Sangkats (NCSC) has been created to further articulate decentralization policy
while the Department of Local Administration (within the Ministry of Interior) has been created

to oversee the administrative operations of the communes and the organization of capacity
building measures. :

A major governance issue that has the potential to limit the development impact of the LAMCS is
the fact that the central government has not yet moved forward on its policy for ‘deconcentration’
of authority to the provinces. Cambodia is a unitary state and provincial governors are appointed
by the Royal Government as its representatives. Currently, their decision making powers are
limited and their control over line departments located in their territories are weak.

These governance transitions present both positive and negative capacity issues. In this case. it is
clear that the Cambodian constitution and relevant legislation (primarily the LAMCS). and the
associated rules and regulations thus far produced, fully support the objectives of the project.
However, several of the implementing rules have yet to be finalized and their final content is not
yet known. More important, however, is the seeming lack of an integrated policy framework for
deconcentration and decentralization. Until this institutional capacity gap is removed. the
potential remains for serious disharmony between the communes and provinces and between the
provinces and the line departments. This disharmony can have negative consequences on the
ability of PLG to achieve its objectives within the time frame of the project and to produce
sustainable results.

"Civil Service System

A third. and thus far insurmountable, capacity issue deals with civil service issues, especially
personnel policies and reward systems. The Seila programme operational modality includes
innovations in technology, governance processes, management and administration. This requires
highly qualified managers, professionals, technical personnel and skilled support. staff. But
existing. RGC personnel are ill paid and poorly motivated. To address this problem, the
programme provides substantial supplements to their salaries as an inducement to perform the
tasks required. It is recognized by all involved that this situation is not sustainable. ~ This
represents a significant capacity gap that must be addressed fully and completely, otherwise, the
sustainability of project outcomes may be in jeopardy. In fact, the CDRI study on Technical
Assistance for Capacity Building states that salary supplements are a primary factor undermining
sustainable development in Cambodia: “Unless donors develop a coherent strategy (rather than
competitive project-related salary supplementation) to deal with this situation, the record of TA in
developing the capacity of government will continue to be disappointing, and an escape from aid
dependence will be postponed.” S

In response to this capacity gap, the RGC, under the leadership of CAR, has created a ‘Strategy to
Rationalize the Civil Service, 2002-2006 to address this complex issue. The first step in this
strategy has been to provide an across the board 38% salary increase effective January 2002. The
elimination of *ghost employees’ and computerization of the payroll largely offset the cost of this
increase. Over the next five years the Government plans to substantially increase the total civil
service wage bill, reduce the total number of civil servants while simultaneously increasing the
percentage employed in the education sector.



















































To our knowledge the methodology for managing the expansion is not yet finalized. The mission
recognizes, however, that the process has already been conceptualized within the framework of a
supply-driven approach. The mission feels it is necessary to note that such an approach. while
valid in the early of CARERE, is not in keeping with the revitalized development landscape and
the shift to elected local governing units. The mission believes that this external assessment and
- selection approach is counterproductive to a expansion process that is intended to be both rapid
and effective.  Decisions on whether a commune should become an early or later beneficiary of
Seila should ultimately rest with the Commune Council, not with Seila at the central level.

Recommendation: In order to greatly increase the chances of sustaining
improvements by means of local ownership of what amounts to a *change management
process’ Seila should follow an implementation strategy that lays out clear requirements
and expected benefits. The STF should issue an instruction to the effect that Commune
Councils will hence forth be required to submit a formal application to join Seila,
approved by the entire Council, before being selected as a participating institution. It is
critical that this process also be carried out on annually with all existing Seila
Communes, recognizing the annual nature of the C/S Fund allotment.

Each commune should be offered the choice to join (and remain with) Seila. The
requirements to join or continue should include the formal acknowledgement of the
benefits to be derived and the costs involved. The District Facilitation Team does carry
out this sort of orientation in the conmimunes, but it now takes place after the decision that
the Commune will be added to Seila. The mission recommends that for the expansion
beginning in 2003, the DFTs should initiate their work with a far larger number of
communes than are intended to be added to Seila in that year. The Commune Councils
would be provided with information on the benefits of joining Seila and the requirements
that must be met in order to be selected. The requirements list would be the same as that
at present, including willingness to follow the participatory planning process, 10 use open
bidding in contracting, to prepare progress and completion reports, to contribute a
specified percentage of the cost of the projects in cash and in kind, etc. The Council
would be advised to discuss the issue with all members and to pass a Council resolution
asserting its readiness to comply with all requirements.

Political commitment to the Seila process prior to formal selection (and repeated annually
after initial selection) would heighten the sense of local ownership and. thus,
commitment. This process would ensure that all councilors (and village chiefs) are aware
of the opportunity offered and the demands required in retum. The Councils should also
be apprised of the possibility that the relationship can be revoked if the Council fails to
comply with the agreement. The real possibility of public. failure is a significant
inducement to heightened performance for political leaders. Councils that do fail to keep
their side of the bargain should be allowed to fail, and that failure should be publicized.
Adopting an attitude that the project technical assistance must always be ready to step in
to ‘fill the gap’ is not conducive to learning and growth and does nothing to speed
internalization of Seila processes. Performance based incentives will always be a more
effective means than training for institutionalizing behavior change.

(8]
[N]



4.2  Inter-organization relations in the implementation of the
decentralization policy

Background:  All relevant observers agree that the LAMCS came about primarily due to the
sound. innovative and accountable management regime of the CARERE/Seila programme. With
the exception of the creation of Village Development Committees by the Ministry of Rural
Development (MRD), prior to the passage of the Law, the field of decentralization was almost
entirely Seila’s. However, the year 2001 saw a significant expansion in the number of
organizations associated with decentralization and new guiding authorities for reform and
development. The creation of DOLA and NCSC has been mentioned, as has the designation of
the provincial Treasury Departments as the cashier and accountant for Commune Councils in
relation to the Commune/Sangkat Fund resources.

Decentralization policy development is no longer within the purview of Seila. This is now
handled NCSC and its subcommittees, but Seila is closely involved with several of these.
Deconcentration policy rests with CAR, for the time being, although DOLA has indicated its
interest to become involved. The Governance Action Plan (the GAP II remains in draft) and the
Social Economic Development Plan II were both created in 2001. These two strategy documents
overlap and cross-reference.

The Council on Administrative Reform is responsible for monitoring implementation of the
Governance Action Plan in full. Tasks for both decentralization (assigned to Mol) and
deconcentration (assigned to CAR) are specified in the GAP.

" The SEDP II specifies that “the coordination and planning of rural development programs and
structures rests with the Ministry of Rural Development”. The SEDP II section on rural
development references Seila activities, but although the election of commune councils is
mentioned, no role for elected commune councils in the rural development strategy is defined.
Planning systems different from that now contained in the LAMCS planning sub-decree are also
referenced. A potential for a misunderstandings exists. .

At the national level, MRD is a key member of the Seila Task Force. At the provincial level, the
Ministry of Rural Development is closely involved in Seila activities. The PDRD chief serves as
the convener of the PRDC, and the PDRD manages the PFT, DFT and TSS commune support
teams. (This arrangement may be altered once DOLA has sufficient operational capacity at the
provincial level.) A number of new rural development projects funded by bilateral and
multilateral are, or will shortly be, getting underway.

Recommendation:

1. A decision needs be taken at the level of the STF to require the provincial governors in
all provinces to ensure that RD projects funded by various donors operate through
implementation arrangements that fully support the new authority and integrity of the
Commune Councils,

2. Build alliances with a variety of institutional partners both inside and outside
government. Currently, PLG is the dominant source of technical assistance for
communes in the programme. The project management gives strong reasons for this
given the technically complex nature of the systems being introduced. Training is
conducted for interested NGOs on Seila systems. However, the mission believes that
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PLG would serve the nation’s Communes better if it began a concerted effort to reach out
to other projects and NGOs that are operating both within and outside the Seila areas and
to provide them with training and opportunities to become engaged with the newly
mandated planning and financial management efforts. A first step would be to prepare
simple TOT manuals for all Seila systems so that a broader set of technical assistance
personnel, outside the PLG advisory staff, could carry on the process of spreading and
deepening understanding of participatory development processes. Eventually PLG will
end and the Communes will still require support, especially as their perception of what
they can do grows. Properly trained and experienced NGOs could provide continuing
assistance at little or no cost to the Comimunes. Such pannerships would also be
conducive to further incorporation of local practices to further indigenize the
development process.

3. The presence of an enabling environment that can provide the foundation for a strong
institutional growth is the key to successful development activities. Support the
strengthening of coalitions of government, business, and civil society partners focused on
common thematic interests.  Seila has done much to build a sound practical
understanding of the nature of mutually supportive contractual relationships between
government and private sector. [t may be appropriate at this time for Seila to advise
communes on how to encourage private sector to invest in economic development

“activities in their area. Poverty alleviation will not be achieved in these Communes only
through the creation of small rural infrastructure or provision of provincial services. As
the initial CARERE project transformed itself into a support entity for the Seila
Programme it increasingly focused on structural modifications and subsequent inclusion
of governance components in its operations. In the process, both project and government
staff have learned that much more is required for successful execution than technically
well-defined investment projects. In fact, when project implementation is on -schedule
and benefits actually obtained, results still may be ephemeral if appropriate institutional
measures to sustain the outcomes are not taken in time or are not well integrated into the
Commune Councils’ overall programmes of action.

Y

Lack of an integrated policy framework for decentralization and deconcentration

ADB’s recent governance review of Cambodia carried out prior to the passage of the LAMCS
argued that decentralization should not precede the implementation of a policy on
deconcentration. This did not happen. The RGC Govemnance Action Plan (March 2001) states
that: “The decentralization of the government will only work if supporting functions are also
deconcentrated to the provinces and districts.”™ This has also not been done. There is currently
neither a coherent set of draft administrative decrees providing for deconcentrated ministerial
‘powers to sub-national units nor a draft legislation to create provinces as organic entities under
the unitary state, although such an organic law is authorized under article 146 of the Cambodian
Constitution. Cambodia now finds itself in a curious situation where the discretionary spending
and decision making authority for Commune Council Chairmen is more clearly spelied out than it
is for provincial Governors. While the GAP clearly specifies that CAR is responsible for
deconcentration, Mol has indicated that it intends to begin work on an organic law soon, arguing
that it is the mandate of the Ministry to present legislation to the National Assembly. CAR
indicated that it does not believe any deconcentration legislation can be passed within the next
two years, therefore it is initiating work on a series of administrative sub-decrees to facilitate the
deconcentration of ministerial roles and functions to out posted entities.
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According to the ADB governance review, Seila’s experience has shown that provincial
authorities require substantial assistance to organize themselves to address cross-sectoral
development issues. However, it noted that Seila also showed where local authorities are
“appropriately resourced, supported and supervised, invesiments in services and infrastructure are
better planned and budgeted and more effectively implemented™. '

The Seila Task Force is the only currently operating government institution with the mandate to
support systems at both the commune (decentralized) and provincial (deconcentrated) levels.
According to the Strategic Evaluation of the Seila Programume in March 2000. Seila has supported
deconcentration by (1) increasing responsibility for line departments to plan their own activities.
(2) creating a structure for inter-departmental planning and allocation of sectoral resources, and
(3) creating a system for managing funds assigned to the province. The evaluation further noted
that the Programme has created a set of techniques for facilitating dialog between government
and communities. especially through the creation of the District Integration Workshops. It is
clear that maintaining sound relations between provinces and communes is a necessity for the
optimal attainment of Seila outputs in 2002 and beyond.

Recommendation: The Seila Task Force sub-decree was issued in August 1999 and
amended in April 2000, its membership includes MoEF, CDC, MRD, MOI and CAR.
among others. Considerable change has taken place related to decentralization since this
Task Force was created. The election of Commune Councils, the creation of DOLA and
NCSC and the nationwide expansion of the Seila Programme combined make it
imperative that the STF propose to Government appropriate amendments to its current
mandate with respect to the evolving situation regarding both decentralization and
deconcentration. : '

4.3 Role in Resource Mobilization and Accommodation of Donor
Priorities .

STF has successfully mobilized resources from other donors for implementation through the Seila
Programme. These donors are often interested in the Seila Programme as a means of
implementing their priorities at the provincial and commune levels. This funding is often sectoral
in nature and therefore results in contracts between the STF-S and provincial departments for the
implementation of activities being promoted by the concemed donors.

The mission was advised that PLG senior advisors devote much time and energy to this resource
mobilization and the associated administrative arrangements that seek to accommodate various
donor requirements. Though a good deal of time and energy goes into resource mobilization,
there does not appear to be an overall rationale or criteria for accepting such contributions in
terms of how such funding would contribute to the achievement of Seila Programme objectives.

Recommendations: STF should develop criteria for resource mobilization from donors
and the acceptance of donor funds that clearly set out the necessary linkage between
additional donor resources and the design and implementation of local participatory
planning systems. At the provincial level, the use of such funding should be designed to
test models for deconcentration, including standard pilot project methodology and
assessment of results to provide input into deconcentration policy-making.



Differences on the rationale for the programme

The mission was unable to completely understand the different donor perspectives on the goals of"
the Seila Programme. There appears to remain a tension regarding whether the purpose of the
programme 1s to build the basis for transparent and accountable local governance through the
guided implementation of rural development infrastructure projects or whether its purpose is to
- use local governments to produce rural infrastructure intended to reduce the incidence of poverty
in the participating areas. While the mission members both come down on the side of the former
orientation, it is beyond the scope of this capacity assessment to propose any shift in programme
direction. Nevertheless, the mission believes that the lingering confusion may eventually result in
serious difficulties when the programme comes up for evaluation. Assuming that both objectives
can be achieved within the same project is tantamount to ensuring that neither will be achieved.

Recommendation: Beginning in mid-2003 the combined Seila donors and the STF-S
should engage in a series of open, facilitated dialogs regarding the objectives and purpose
of the Seila Programme. This should lead to a revised Seila Programme document and a
revised PLG project document modified on the basis of collective experience in the first
two years of implementation. Ground rules should be set prior to the start of the dialogs
such that consensus achieved in the group cannot be unilaterally altered by one party
when drafting any revisions 1o the project document.

Provincial Investment Funds

The mission touched on the implementation issues surrounding the Provincial Investment Funds.
The purpose, utilization and results of these funds is not nearly as clear as the Local Development
Funds that were used at the commune level. ExCom evaluation teams reported that it was much
more difficult to monitor the progress and evaluate the outcomes of the PIF as opposed to the
LDF. There does not appear to be a close link between the use of the PIF and the use of the LDF.
The current design and implementation of the PIF appears to support the bureaucratic supply-
driven model of development. The shift from the LDF to the C/S Fund offers the potential for a
clearer link to be forged between these two funding windows and. thus, requiring a sinft to a more
demand-driven approach. Mol has clearly stated that the decentralization policy of the
government was not designed to create autonomous entities at the commune level, but to foster
the principle of inter-dependence among all agents of the Royal Government. The Seila-created
District Integration Workshop is an innovative mechanism tor fostering joint programming
between provincial (national) agencies, communes and NGOs that could be used to great
advantage in this regard. However, several interviewees reported that national agencies and
NGOs rarely, if ever, change their programmes as a result of the interaction with communes at the
DIW.

Recommendation: Beginning with the planning for 2003, the STF should institute 2
set of criteria that mandate the use of the (PLG-financed bottom-up) PIF to be limited to
supporting sector-related requests arising from the communes. The range of sectors
should not be predetermined by the STF, but should be allowed to vary from province to
province depending upon local priorities. The range of services that to be
accommodated in the PIF might include technical communication and advisory services,
construction materials and supervision, inter-commune development coordination, staff
and materials for local sectoral facilities (health posts, schools, veterinary stations, etc.).

In order to accommodate this recommendation, the purpose of the DIW would need to be
adjusted. Currently, the sectoral departments arrive at the DIW with their annual plans
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essentially complete. In this proposed modification. the DIW would be dominated by
discussion of commune plans. The plans would be prepared to indicate which activities
are (1) proposed for full funding by the communes (through C/S Fund and own sources),
(2) those where the communes are requesting matching-funds from the provincial sectors,
and (3) those activities that the communes prioritize, but are unable to contribute either
resources or skills. Communes would need to be advised clearly that their planning
efforts should expand beyond what they are able to complete with the C/S Funds. and
would be promised that although not all of their requests would be able to be
accommodated, nothing would be in the resulting PIF proposals that had not been
requested by a commune.

The sectoral departments would take the results of these discussions back to the province
to finalize their own proposals to Seila. An objective process would be developed
wherein all sector proposals would be reviewed 1o ascertain (1) the level of match with
commune plans, (2) links with national agenda (3) the capacity of the agency to carry out
the proposal, (4) the total PIF resources available for the province and (5) the availability
of technical assistance to provide advice to the agency during proposal implementation.
Allocations would be proposed by the PRDC for approval by the STF. After 2003,
subsequent allocations would require an assessment of the results achieved for the money
provided. Commune leaders would be involved in the assessment of the sectoral
implementation.
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Annex 1 List of Persons I_nterviewed

United Nations Development Programme

Ms. Dominique Ait Ouyahia McAdams, Resident Representative
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Mr. Ramesh Chandran, Operations Manager

Ms. Mao Moni Ratana, Programme Manager, Govermance Unit

SEILA Task Force Secretariat

HE. Chhieng Yanara, Secretary General of CDC
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Partnership for Local Governance Project
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Mr. Khieng Sobunthoeun, National Monitoring & Evaluation Officer :
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Mr. Chhor Jan Sophal, Programme Management Advisor
Mr. Cheng Samnang, Local Capacity Building Advisor
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Mr. Prum Viratha, M&E Assistant

Mr. Cheng Samnang, LCB Assistant

Mr. Un Bunphoeun, Inf./Com. Assistant
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United Nations Office for P@ect Services ,
Mr. Michael Mersereau, Senior Portfolio Manager

Department for International Development (DFID. UK)
Dr. Daniel Arghiros, Governance Advisor
Mr. Ben Davies, Rural Livelihoods Advisor

Embassy of Sweden
Mr. Daniel Asplund, Counsellor
Ms. Agneta Danielsson, First Secretary
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Swedish International Development Cooperation Avencv (SIDA)
Dr. Lasse Krantz, Senior Programme Officer

SPM Consultants (Sweden)
Dr. Jan Rudengren, Partner

Government of Cambodia, Phnom Penh

HE Ly Thuch, Minister, Ministry of Rural Development

HE. Sum Manit, Secretary-General, Council for Administrative Reform

HE Prum Sokha, Secretary of State, Ministry of Interior

HE Sak Setha, Director General, General Department of Administration, Ministry of Interior
HE San Arun, Under Secretary of State, Ministry of Women's and Veteran's Affairs
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Dr. Chea Samnang, Director, Department of Rural Health Care. Ministry of Rural Development
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Mr. Leng Vy, Director, Department of Local Administration. Ministry of Inteior

Mr. Hou Tang Eng, Director-General, Ministry of Planning
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The World Bank _ '
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Asian Development Bank
Mr. Urooj Malik, Resident Representative
Mr. Anthony Jude, Portfolio Manager

United Nations Children's Fund
Ms. Ros Sivanna, Programme Officer

Non-Government Organization (NGO)

Ms. Khou Somatheavy, Assistant Executive Director, Cooperation Committee for Cambodia

Dr. Claudio Schuftan, Public Health Consultant

Mr. Phan Sothea, Capacity Building Support Officer. Commune Council Support Project

Mr. Puch Sothon, Education-Advocacy Officer, Commune Council Support Project

Ms. Thida C. Khus, Executive Director, SILAKA

Mr. Peter Froberg, Advocacy Advisor to Star Kampuchea, Swedish NGO Centre for
Deveopment Cooperation

Ms. Chet Charya, Deputy Director, Star Kampuchea, Swedish NGO Centre for
Development Cooperation _ .

Dr. Sarthi Acharya, Research Director, Cambodia Development Resource Institute
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Mr. Michael Dalton, Programme Management Consultant, Priority Mission Groups, UNDP

Mr. L. de Meester, Local Government & Regional Development Advisor. Support for
Decentralization Measures, GTZ
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Mr. El Say, Director of PDRD

Mr. Tiev Choulong, Deputy Director, Provincial Department of Planning
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Annex 2 List of Documents Reviewed

. Support to Decentralization. UNDP Project Document, 14 September2001

Cambodia’s Annual Economic Report 2001, CDRI Aug 2001 _

Scenarios on the Future Perspectives of the Ministry of Rural Development

Strategy to Rationalize the Civil Service, 2002-2006

Deconcentration in Cambodia Final Report, 4 November 2001 - 3 January 2002

Second Five Year Socioeconomic Development Plan. 2001-2005 (Second Draft 31 March 2001)

2002 Work Plan and Budget, December 2001

Partnership for Local Governance, UNDP Project Document, June 2001

National Workshop - Formulation of the 2002 Seila Provincial Program Support Work Plan and

Budget (22-23 November 2001)

Back to the Future, Fifth Report of the Sida Advisory Team on CARERE?2, SPM (Jan 2000)

Report on 2 Mini-PAG Mission to Combodia, March 22-April 1, 2000

Report on the Second Mini-PAG Mission to Cambodia. 7-16 May 2000

Report on the Third Mini-PAG Mission to Cambodia. 13-17 June 2000

Report on the Fourth Mini-PAG Mission to Cambodia. 13-19 September 2000

Report on the Fifth Mini-PAG Mission to Cambodia. 26 October - 7 November 2000

Fourth Report of the Sida Advisory Team on CARERE2. SPM Consultants (June 1999)

Final Report - Exit CARERE, Sixth Report of the Sida Permanent Advisory Group
on CARERE? (February 2001)

Final Report - Seila Expansion in 2000 (A Special Study of the Sida Permanent Advisory Group

on CARERE2 (February 2001)

" End of An Affair - Seventh Report of the Sida Permanent Advi isory Group on CARERE7

(Field Mission 23 April - 4 May 2001) - June 2001 '

Review of the Local Planning Process and Local Development Fund in Seila to Support the

Transmission from Commune Development Commitiees to Commune Councils, UNOPS

Rural Investment and Local Governance, Final Report: Resourcing Secondary Data and

Enhancing the Commune Database”, UNOPS

Seila M&E 2001-2005 - A Framework for Monitoring and Evaluation of the Seila Prozzram
UNOPS (February 2001)

Rural Investment and Local Governance, Small Contractor Survey Report, UNOPS

Rural Investment and Local Governance Project, Preparation Mission 1-12 October 2001

Draft Terminal Report CARERE?2, January 2001

An Assessment of the Proposed SEILA 2002 Implementation Arrangement, UNDP, Nov 2001

Summary of PHRD Studies

Development of Financing and Investment Options under the Local Development
Fund (LDF) in Seila, OPS

DFID-SIDA Appraisal of the SEILA Programme 2001- "OOD Final Report, May 2001

Cambodia area Rehabilitation and Regeneration Project. Mid-Term Evaluation of CARERE?
Final Report (3 July 1998)

Civil Society and Local Governance: Leamning Lessons from Seila Communes - Team Leader's
Final Report (July 2001)

Govemnance Action Plan, RGC Council for Admmlstram e Reform, April 2001

Management Structure Roles and Responsibilities, The SEILA Programme of the RGC, Dec 1999

Peace-Building from the ground-up: A case study of UNDP's CARERE Programme in
Cambodia, 1991-2000

Decentralization Reform in Cambodia: Some Conceptual Points Prepared for Discussion at the
NCSC Sub-Committee for Capacity Building, UNDP. 10 October 2001



Law on Administration and Management of Communes and Sangkats, January 2001
A Brief Overview of the History of Commune Elections, Henri Locard. Feb 2002
Seila Program Document, 2001-2005, RGC (December 2000)

Decentralization Roadmap, Towards a Decentralization Support Programme. ADB, Oct 2001
Discussion Paper on Support to Decentralization Programme (DSP) and Proposed Activities
Plan for the Remaining Time of 2001 (Short-term activities prior to Commune election)

Inception Report with Suggestion of Working Areas, DSP, UNDP, 23 October 2001

Sub-Decrees, PRAKASs and Decisions of the SEILA Programme, August 2000

SEILA Expansion in 2000 - A Special Study of the Sida Permanent Advisory Group CARERE?2
(February 2001)

Summary Report of the SEILA Decentralization Support Programme Formulation Mission
(17 April - 16 May 2000)

Note to the File - Cost Centre for UNDP Service Centre, 23 January 2002

List of Ongoing Projects and Contracts as of 31 August 2001

Seila Programme, LDF Database

Support to Decentralization - Assisting NCSC to Implement its Action Plan - Final Report
Andy Batkin, ADB/GTZ Staff Consultant, 29 October 2001

UNDP/CARERE Audit of the Financial System of the Seila Programme, Engagement Contract
(June 2000) - Price Water House Coopers

DFID-SIDA Appraisal of the Seila Programme 2001-2005, Final Report (May 2001)

Seila Overview Battambang Province

An Assessment of the Proposed SEILA 2002 [mplementation Arrangement, UNDP (22

November 2001)

UNDP/CARERE Review of the Financial System of the SEILA Programme Report to

Management July 2000 (Price Water House Coopers) .

Towards a Regulatory Framework for Decentralized Financing and Plarmmg in Cambodia,

Partnership for
Local Governance

STF Financial Management Manual (December 2001)

SEILA Programme - First Revision

Draft Report - DFID-SIDA Appraisal of the Seila Programme 2001-2005 (March-April 2001)

Draft Terminal Report CARERE 2

Report of the Joint Evaluation Mission. Cambodia Area Rehabilitation and Regeneration
Project (SEILA/CAREREA2) - March 2000 '

Technical Assistance and Capacity Development in an Aid-dependent Economy: the
Experience of Cambodia - Working Paper 15

2002 Execution Arrangements - Seila Programme

Study into the Socio-Economic Impact of the Local Development Fund/Local
Planning Process 1996-2000, UNCDF September 2001

Human Development Report, UNDP, 2000

Technical Assistance and Capacity Development in an Aid- dependent Economy: the Experience

of Cambodia, CDRI, August 2000

Study into the Socio-Economic Impact of the Local Development Fund/Local Planning Process

1996-2000, Intech Associates, September 2001

Overcoming Human Poverty, UNDP, Poverty Report 2000

Children and Employment, Ministry of Planning, 2000

Investing in Children, Unicef Master Plan of Operations, 2001-2005

Note on Seila and Seth Koma Cooperation, Unicef, June 2001
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Annex 3 Technical Assistance Service Contracting System

Background : :
One focus of the PLG Project is to strengthen partnerships between local governments and the
private sector. In an effort to further increase local government capability to initiate and manage
contracts with the private sector, PLG should pilot an experimental service contracting system
between the project. provincial partners. and technical service providers. This method of funding
is often referred 10 informally as a "voucher” for services.

Vouchers, or credits, are payments made on behalf of consumers who may use the payment to
secure goods or services from a private sector provider. Optimal implementation of voucher
systems requires historical cost information (which is plentifully available in PLG records) about
services to be purchased and an adequate number ot providers to give consumers a meaningful
choice of providers. (It appears likely that competition among providers of Seila TA will
probably not be feasible until a later stage. Nevertheless. STF should require PLG to begin
training NGOs and other private sector consultants in an effort to reduce the requirement for
management of large numbers on in-house statt, Assistance to the creation of one or more
private sector consulting firms out of the existing PLG statf should also be considered as an
option for ensuring sustained assistance to local governments after the life of this project. PLG
may come to an end. but donor and RGC assistance to Commune Councils and rural development
will continue in other formis.)

Under the approach proposed here: (1) PLG would issuc an annual voucher to each province to
support PLG-assisted Seila activities; (2) the province, together with PLG, would identify the
necessary assistance required to achieve the program's outputs during the yvear; and (3) PLG
would pay for services rendered. This approach represents a transition designed to eventually
prepare provincial partners to directly contract with the voluntary and private sectors for the types
of technical assistance services currently delivered through the PLG Project. Based ¢n a pilot
experience in selected provinces in 2003, this approach could be incorporated project-wide in
2004 as a technical assistance delivery strategy that better ensures sustainability of assistance
after the end of the PLG project.

Under this proposal. the PLG Project management would retain control over the TA contracts.
The primary difference would be that the province would have full knowledge of the cost of the
technical assistance (ensuring two-way transparency) and would be involved in prioritizing the
utilization of the specific TA inputs (and associated support costs). The province would not pay
the TA providers directly.

The proposed voucher system would help to enhance service choice for PLG provincial partners
and ensure adequate oversight of service providers (whether PLG or otherwise). The following
section describes procedures that optimize PLG's oversight mechanisms of the voucher and help
guarantee cost-effective service delivery.

Initiating a Service Contract between a Province and PLG

Governance Contract

Currently, all provinces engaged with PLG prepare annual Governance Contracts. It is suggested
that the Governance Contract proposal process be transtformed into a request to STF for
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assistance. Provinces would be advised that continued assistance would not be automatic if they
failed to meet agreed performance improvement criteria. The TA (and support cost) Service
Contract would become a component of this umbrella contract.

Benchmarking _

In order to assist the provinces to prepare a proposal that properly prioritizes technical assistance
needs, provinces would be assisted to undergo a standard capacity self-assessment and
benchmarking exercise to deterrnine their current pertformance levels and to define their
performance improvement objectives in relation to the Seila mandate. Measurement of objectives
and attainment would be compared annually among provinces. Such comparative benchmarking
provides a way to improve annual proposals (and their implementation) over time by learning
from success, identifying good performers (from among all Seila provinces), and using their
experience to improve the performance of others. (Several provincial ExCom staff expressed the
desire to meet with their counterparts in other provinces 1o share lessons learned.)

Scope of Work Development

Once the proposal and benchmarking is completed, reviewed and accepted. a Scope of Work
(SOW) would be created to direct the technical assistance provider (PLG in most instances. at
least initially) towards the accomplishment of the work necessary to overcome the performance

gap identified jointly by the province and the PLG team. The Scopes of Work should contain, but
not be limited to, the following information:

« Identification of the intervention’s objectives. purpose and background:

» Identification of the work to be performed:

« Identification of deliverables and milestones:

» . Identification and description of the reviews to take place; and

» A clarification of responsibilities assigned to provincial agencies and the service

provider.

The Scope of Work may best be prepared on a quarterly basis within the framework of the annual
proposal.

Cost Sharing

PLG Project support should not be designed to fully tinance provincial support activities. They
should be used to augment provincial resources in accomplishing the Seila mandate. Part of an
annual request to be a part of Seila would be a formal commitment of staff and financial
resources. This should include a guaranteed commiuncent of about 20% of provincial own source
revenue to be contributed as cost sharing. (It was unclear, but seemingly there is no current
requirement for a province to commiit any of its own source revenue to Seila implementation.)

'Cllent involvement in TA assessment

When the client, the province in this case, is involved in the design of a TA input--and especially
if they are providing financial or in-kind cost sharing--they should also be involved in a regular
assessment of the quality of that input. While it is doubtful that provincial approval for payment

would be appropriate in the near term it is worthwhile to engage them in measuring the efficacy
of TA inputs.




Developing ‘client-based’ performance criteria

Many capacity building programs fail because the TA providers have unilaterally determined
which of their clients’ capacities should be “built’. Traming needs assessments have often been
used to legitimize which skills providers have already decided are needed. The best way to
ensure long-lasting success is to have the intended customer as involved as possible in
determining the arrangement of assistance. One way to initiate this dialog is to conduct a
workshop to generate consensus between the provider and the client on the nature of the problem
and the capacity gaps that can be addressed through external interventions. The workshop would
be used to generate direct inputs from the client in terims of the capacity building product’s
content and coverage, approaches and costs. This workshop would help to ensure the capacity
building products are responsive to the demands and needs of the intended client.

The early adopting Seila provinces already have generated a substantial body of knowledge on
how 1o carry out their Seila mandates and functions. and they have found out for themselves the
most and the least effective ways of doing so. Effective capacity building products should be
designed with the intent to cut short the "natural” learning curve and fast track the transfer of
knowledge, skills and practices in order that functions ure ettectively, efficiently and
economically carried out. '

In order to ensure that a capacity building product is rc>ponsc to the clients needs the learning
objectives of the product must first be defined. Learning ObJCCtl\CS usually consist of knowledge.
attitudes, skills and practices. The client should be assisted in developing these learning
objectives to ensure that they do not overlook any critical capacities needed to complete their
Seila mandate. Once consensus is reached. the arrav of capacity gaps identified need to be
prioritized to identify both those that arc the most difficult 10 achieve and those that are the most
important for the achievement of the Seila objectives. A review of the prioritized capacity gaps
should lead to a discussion on the mix ot TA approaches that might be employed in the capacity
building intervention.

Workshops similar that that outlined above can be conducted immediately in existing Seila
provinces. Provinces that will be added to the programme in subsequent years will benefit from
attending such workshops and through study visits to operational provinces prior to initiating
their own involvement in Seila. All provinces, both new and old. can benefit from peer
counseling and inter-provincial networking. :

Incentives to reduce TA dependency
Initiating a service contract mechanism has several benetits:
» reducing the cost of TA delivery
. reducing the time spent in delivering standard packages
« heightening the awareness of tradeoffs between continued TA and other opportunities

The third point is perhaps the most interesting. Whenever TA is provided as a conditionality for
other resources, it is accepted as a necessary element ol a total package. Usually, the cost of the
TA is not known (donors rarely engage in two-way transparency) and thus the tradeoffs between
continued TA levels and other opportunities are not considered. A negotiated service contract
opens the opportunity for the client to assess whether he can attain (and sustain) the necessary
level of capacity to accomplish the Seila tasks with a reduced level of TA and apply the
remaining resources to other activities. Obviously. the voucher provider is engaged in this
relationship because he has ascertained that there arc exisiing capacity standards that cannot be
maintained at current capacity levels. The TA recipicnt no doubt has other ideas for the use of
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those resources. Therefore, the relationship that needs to be established should be based upon
agreed (and independently audited) standards of behavior on the part of the client, not arbitrarily
set levels of TA from the provider.

Utilization of the Voucher with Ministerial contracts

The idea of the service contract does not have to be limited to PLG work at the provincial level.
It is even more likely that national ministry leadership would welcome closer involvement in the
design and management of TA packages.

Necessity should be the mother of invention. The T component of PLG has a limited lifespan.
but the capacity levels of the provinces to support the demands raised by the newly elected
Commune Councils have yet to be tested. Clearly. tius is the time to start ‘thinking out of the
box" when it comes to TA management in PLG.
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Annex 4 Value for Money (VFM) or Performance Audit

Definition. A VFM audit is a systematic, purposetul. organized and objective examination of
government activities. It provides... an assessment on the performance of these activities: with
information, observations and recommendations designed to promote answerable, honest and
productive government; and encourages accountabilitv and best practices.

Scope. The scope of a VFM audit includes the examination of economy, efficiency. cost
effectiveness.... of government activities: procedures to measure effectiveness: accountability
relationships: protection of public assets: and compliance with authorities.

VFM auditing and accountability. Audit is superimposed on an accountability framework. A
traditional definition of accountability is the obligation to answer for a responsibility conferred.
This definition often is interpreted as implying two distinct and often unequal partners: one who
confers and the other who is obliged to answer. In so doing, it does not address well several
_realities in today’s public management. These include:

- the emergence of alternative delivery approaches, such as arrangements between the
federal and provincial govemments, where responsibilities may not be conferred from a
senior party to a junior one, but agreements nonetheless assume accounting for results;

- the call for a much increased focus on performance-based management and results in
the public sector; and

- the importance of transparency as an essential feature of public sector accoyntability.

In light of these new realities, a restatement of the underlying principles, practices and tools of
accountability could be: a relationship based on the obligation to demonstrate and take
responsibility for performance in light of agreed upon expectations. In this view, accountability
is about the requirement to answer for what you have accomplished (or not) that is of significance
and of value.

Excerpted from "Value For Money Audit Manual". Oftice of the Auditor General of Canada,
October 2001 :
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Annex § Capacity Development Concepts

Capacity development: Creation, improvement or wansformation of institutional capability to
perform assigned functions

Sustainability: The capacity of national or local institutions to carry out assigned functions over
time without support from development aid providers

Performance management: A capacity development strategy that emphasizes the creation or
transformation of institutional systems. processes and procedures for an institution's operations
within the constraints of its human resource competencies and other supporting resources

Capacity Development Principles

Systems and processes for planning and implementaiion of institutional functions should meet the
needs of users/beneficiaries and be within the financiul and human resource means of the
concerned institution.

Capacity development is not equal to training. At minimum, capacity development must address
institutional structures, operating systems, human resources, leadership and the prevailing
organizational culture. '

Capacity development exercises should not assumie that no capacity exists. Full utilization of
existing capacity should be the basis for further capucity development. '
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