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EXECUTIVE SUMMARY
1. Introduction

1.1. Background

The Royal Government of Cambodia (RGC) and its development partners (DPs) continue to
collaborate on improving aid effectiveness. Part of this effort has focused on the specific implications
of the Paris Declaration for aid design and management in the Cambodian context. Part has been about
more general improvements to the design, management and monitoring of technical cooperation (TC).

The perennial topics of TC in general and technical assistance personnel (TA) more specifically
present particular challenges. Cambodia as an aid-dependent country with continuing gaps in capacity
has received a high proportion of its development assistance in the form of TC. No serious effort at
improving overall aid effectiveness can make much headway without addressing this issue. To do this,
the Partnership and Harmonization Technical Working Group consisting of representatives of the
RGC and DPs agreed to sponsor a review of TC in the Cambodian context. The TORs are attached at
Annex 3. Two international consultants were engaged to work with the Cambodian Rehabilitation and
Development Board of the Council for the Development of Cambodia (CRDB/CDC) to bring an
international perspective to the review that could supplement country analysis. This report sets out
findings, conclusions and recommendations.

Readers need to keep in mind two points. First, TC as a development issue, has been a subject of
ongoing analysis since the inception of modern development cooperation after the Second World War.
A constant theme has been the search for ways to improve its development contribution and in
particular, its effects on capacity development. Given these decades of prior work, this report is not
likely to come up with dramatically new insights. As always, the challenge is one of implementation:
to combine useful, albeit familiar, recommendations into a coherent way forward that can resonate in
the particular context of Cambodia. Second, this report comes with a particular direction and set of
limitations both of which were discussed first with H.E. Chhieng Yanara, Secretary-General,
CRDB/CDC on behalf of the RGC and secondly with the sub-group of the Partnership and
Harmonization Technical Working Group (TWG) set up to oversee this assignment.

The Report has five main sections: Section 1 is the introduction, Section 2 analyses the TA challenge
in Cambodia. Section 3 deals with the nature of the development context in Cambodia. Section 4
addresses the TC system in Cambodia. Section 5 presents recommendations for action.

1.2 Methodology

Fieldwork was carried out over a three week period between Monday 8" October 2007 and Friday
26™ October 2007. The consultants worked exclusively in Phnom Penh and met with a wide range of
individual officials and groups mainly from the RGC and DPs. We began the assignment by
participating in the 7" Government-Development Partner Coordination Committee (GDCC) meeting.
We also met with the sub-group of the Partnership and Harmonisation TWG set up to oversee the
study on Monday 15™ October 2007 at which time we presented the inception report and programme
of work. We presented our preliminary findings and recommendations to a special meeting of the full
Partnership and Harmonisation TWG on Friday October 26"
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2. The TC Challenge In Cambodia

2.1.  An analysis of the challenge

There appeared to be a pervasive sense within the RGC and the DPs that TC was not making a
sufficient contribution to Cambodian development and in particular to the development of sustainable
capacity. Interviewees offered a variety of diagnoses and reasons for this situation. All have an
element of truth but taken individually, do not add up to a coherent and complete explanation of the
reasons underlying the unsatisfactory performance of TC in Cambodia.

Almost without exception, those interviewed both on the RGC side and the DP side supported the
view that TC as a development intervention could be made more effective. In particular, they believed
it could do a better job of delivering the capacity results that all the participants said they wanted.

What matters a great deal is the way the TC system as a system behaves in Cambodia. Our assertion
is that the way the deeper dynamics in the TC system come goes a long way to shape the TC
outcomes as much as the actions of the individual actors.

This report therefore sees the TC challenge in Cambodia as the following.

How can the development community in Cambodia, both Government and development partners,
collaborate more effectively to generate the desired outcomes for TC that both sides say they want?

2.2. A Perspective On Capacity Development

The subject of capacity development comes with a huge variety of definitions, perspectives and
approaches. Only a few participants in Cambodia seemed to offer, or be following, some kind of
coherent, well-conceived strategy of capacity development that pulled together the ideas, efforts and
resources going into an intervention and focused them on a shared process. Nor did many have a clear
sense of what ‘capacity’ would actually look like when developed. This capacity strategy ‘gap’ can be
found in many countries and is not unique to Cambodia.

Some basic principles that underpin the concepts of capacity and capacity development used in this
report are presented below. In so doing, we do not advocate a single definition or strategy that should
be accepted by all the development actors in Cambodia. We do not see this as feasible or even
necessary given the diversity of development actors. We see capacity development along the
following lines:

e An ‘end’ of development interventions as well as a ‘means’, involving much more than putting in
place the resources and techniques for better programme implementation. We are talking here
about the process of developing the institutions, attitudes, organizations and capabilities for
collective action that allow a country to shape its own development path.

e A complex process that takes place concurrently on different levels such as the individual, the
organizational, the institutional, the sectoral, the regional and the national. Developments at each
‘level” intersect in some way with all the others. In practice, capacity development is, in most
cases, an attempt to change a complex system or systems. We thus see systems thinking as adding
to our understanding about how capacity forms and evolves over time.

e A process of change. As such, it involves much more than technical, managerial or econocratic
engineering. Issues to do with power and conflict, human psychology, social adaptation, financial
resources, incentives and motivation interact to shape capacity outcomes. Many different
approaches to change may be relevant.
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e An intervention that needs the systematic thought and attention of all the participants in both the
RGC and DPs. It may be a by-product in some instances but for the most part, it comes about
through effort and intentionality.

¢ We look at capacity from three perspectives. Individuals can develop competencies. Organizations
can improve their collective capabilities. And both of these aspects need to be combined in some
coherent way to help induce an overall system capacity. Some key intangibles such as
confidence, determination, ingenuity, imagination, pride, motivation, self-interest are key factors
in both the condition of capacity and the process of its development. Cambodian ownership is also
a critical factor given the fact that capacity development is, in the final analysis, a voluntary
activity that cannot be imposed or carried out on behalf of others.

e We would add a point about timing. Many capacity development interventions require action in
the short term. But others need sustained application over many years to make a real difference.
Both the RGC and its DPs will need the capability for both short and long term collaboration to
help make capacity development effective.

3. Nature Of The Development Context In Cambodia
3.1. General factors

A good deal of the TC issues in Cambodia are similar to those found in other low-income countries,
representing patterns of behaviour and development outcomes that the global aid business tends to
reproduce in many situations. But Cambodia as a country has a unique set of contextual factors that
are likely to shape any TC intervention. A key assumption is that any development solutions, must be
tailored and customized to respond to Cambodian conditions.

The following contextual issues are highlighted in the report: the influence of Cambodian history, the
scale and timing of societal transitions, new drivers of change appearing, the rise of international best
practice, the four development worlds of Cambodia including the informal and the patrimonial.

3.2. The context of the public service

Cambodia faces many of the usual challenges to developing state capacity in a low-income country.
But Cambodia’s history since 1974 makes the challenge of state building that much more difficult,
representing both a governance/political as well as a capacity development challenge.

Key issues identified in the report relate to the supply of human resources, the state of the education
system, incentives and motivation, lack of demand-side pressures, power and interests, approach to
public service reform.

4, The TC System In Cambodia

4.1. History and structure

The history of the TC system in Cambodia influences its present behaviour. Most development
partners arrived in large numbers and at around the same time in 1994. Few Cambodian officials had
much experience in dealing with international donors and aid management. External direction, supply
side interventions and Cambodian compliance thus characterized the first decade of TC and set a
pattern that continues to this day.

The TC system comprises thousands of actors both individual and organizational in a variety of
countries. This includes within Cambodia: RGC departments, consultants and contractors, embassies



and development agencies. It also includes actors in other countries whose behaviour and decisions
affect the workings of the TC system in Cambodia.

Most of the relationships amongst these actors are non-hierarchical. Activities depend on some sort of
managed relationships, shared purpose and collective action to make TC interventions effective. And
yet the varied interests, incentives, styles and policies of both the RGC and its development partners
make such collaboration difficult to achieve and to sustain.

The structure of the TC system and indeed most of the development assistance provided to Cambodia
has fragmented into hundreds of projects, programmes and project implementation units (P1Us), a
pattern that has lead to duplication, high transaction costs and a lower level of aid effectiveness. Not
all of this fragmentation is dysfunctional but the diversity and lack of coordination beyond a certain
point has not been productive.

As a response to this situation, the RGC and most of its development partners are trying to introduce
more collaboration and coherence into the operation of the aid system. Specific changes include the
use of sector-wide approaches (SWAPs), some budget support, pooling arrangements, and specific
mechanisms to encourage joint action such as a series of technical working groups. Both the RGC and
its development partners are making serious efforts to implement the provisions of the Paris
Declaration where possible and appropriate.

4.2. The Behaviour And Outcomes Of The Current TC System

Some broad patterns of system behaviour have shaped the outcomes of most TC interventions:

Capacity Substitution and Gap-filling - The initial priority for both RGC and its DPs in the post-
conflict period beginning in 1994 was to rebuild the basic functioning of the Cambodian state starting
with the provision of basic services and core departmental functions. These objectives combined with
Cambodia’s own lack of capacity led directly to patterns of capacity substitution, gap-filling and
enclave approaches to aid delivery.

Product over Process - This trend induced another expected pattern; an emphasis on product and
action over process and capacity development. In practice, the behaviour of the TC system began over
time to repeat its behaviour or ‘trap’ itself, i.e. development partner control leading to a continuation
of capacity substitution leading to unsatisfactory progress on capacity development leading back to
more capacity substitution. Lack of capacity became a self-fulfilling prophecy. Emphasis was given
to ensuring adequate capacity for project implementation rather than the broader goal of developing
the capabilities needed by government departments to carry out their mandated functions.

The rise of the brain drain - The organizational and programming needs of the development partner
community reinforced this system behaviour by attracting talented Cambodians at salary rates that the
RGC could not match. A substantial amount of Cambodian capacity drained out of the system either
to part-time private sector work or to international organizations leading back again to more capacity
substitution.

The barriers to Cambodian ownership - The RGC was not in a position to impose discipline and a
coherent direction on the behaviour of the TC system. Part of this pattern can be explained by the
difficulties the RGC faced in generating and operationalizing its ownership. This lack of ‘ownership
capability” resulted in other familiar patterns; a tendency for Government disengagement and
compliance, continued donor-led control of projects and programmes and a growing fragmentation of
development interventions.



Compliance and tolerated TA - Government officials almost invariably did not refuse external offers
of TA personnel including those that they suspected might be unnecessary or dysfunctional. This
appears to have lead to a good deal of ‘tolerated’ TA which critics maintain has absorbed too much of
Cambodia’s ODA allocation. A variety of explanations were offered for this pattern of behaviour.

The behaviour and contribution of implementers - Private firms and consultants have had weak
incentives to focus on capacity issues. They appear to have been reluctant to devote much “billable’
time to capacity development given the ‘product’ focused nature of most contracts and reporting
systems. Second, few TA personnel have had the skills to do both product and process work
effectively.

Lack of commitment to Capacity Development - The espoused commitment to CD on the part of RGC
and DPs has been a modest one for a variety of reasons, kept in place by a variety of forces in the TC
system. These reasons include a continuing need for capacity substitution, and the weak incentives for
DPs to make the transition to more ‘indirect’ forms of assistance, especially in a climate of risk-
management and concerns over corruption and lack of transparency. A focus on capacity issues also
fits uneasily within the conventional emphasis on achieving tangible results in the short term.

4.3. The emergence of good practice in TC

Development partners have tried to move beyond conventional approaches to TC design and
management over the last few years. The result is an emerging range of examples of country-
development partner collaboration that shows progress in developing capacity.

The one most cited example was that of the Public Financial Reform Programme. A special feature
has been the degree of harmonization and alignment that underpins the programme even among
development partners who are not a formal part of the ‘pooled’ programme. Another example would
be the Flexible Support Fund for the Criminal Justice Sector.

4.4. The current state of evolution and the options facing the TC system

There appear to be three basic ways forward for the RGC and its development partners in improving
the outcomes of the TC system.

e The first is to accept that the TC system is still “trapped” in a post-conflict mode of functioning
and will need some dramatic actions to get it to make a major shift to the capacity building and
institutional development phase talked about in a 1995 Bank analysis. The ‘window of
opportunity’ may still not yet be open in a serious way.

e The second option is based on the idea that the TC system has begun to shift in noticeable ways.
The chances of moving beyond capacity substitution in a major way are promising. However,
there still needs to be both sustained individual and collective efforts on the part of country actors
and development partners to carry the change process forward.

e The third option is to take the view that the TC system is well on the way to achieving a new level
of capacity development outcomes and does not require any special collective interventions to
further advance the process.

Based on our discusions, we believe the second option most accurately reponds to the current state of
evolution of the TC system. We see the aid relationship maturing on both sides leading to better
understandings and more effective co-ordination mechanisms. We also see the RGC developing the
skills and confidence to provide greater leadership as evidenced by the formulation of a National
Strategic Development Plan, the formulation of various various sector strategies and the disciplined
implementation of the PFM reform.
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5. Recommendations For Action

5.1. Introduction

The report’s recommendations for action are guided by a set of general principles:

e Theneed to continue efforts to rebalance the aid relationship

e The need for capacity development to be a shared priority of the RGC and development partners
e The need to emphasise TC quality rather than quantity

e The need for a collective commitment to reform the TC System

e The need for a wide range of changes and improvements

e The avoidance of development dogma and preselected solutions

e The recognition of the limits of technical cooperation

e The need to develop the capacity of development partners

Two sets of recommendations are provided for reforming the TC system in Cambodia:

e A first set that focuses on ways to improve the management and governance of technical
cooperation. These closely follow Cambodia’s on-going harmonisation, alignment and results
agenda and aim to enhance the efficient and effective mobilisation and deployment of TC
resources under government leadership.

e A second set that focuses on ways to improve the quality of capacity development work. It
recognises capacity development as a practice area that deserves more careful consideration.

5.2. Recommendations to improve The Management and Governance of Technical
Cooperation

5.2.1. Encourage RGC Ownership and Control of the TC Management Cycle

Identification, design and formulation of TC interventions - A range of incremental steps can be
taken by the RGC to play a more proactive role in project/programme design. These include such
actions as encouraging the RGC, possibly with TWGs serving as a ‘clearing house’, to play a more
active role in appraising proposals for TC against agreed criteria, improving approaches for the
diagnosis of needs and design of TC interventions for capacity development, and providing funding to
RGC departments to assist with the development of funding proposals.

Procurement - There are ways of increasing RGC participation in the procurement process in a way
that can contribute to strengthening ownership. At a minimum, the RGC can and should fully
participate in the preparation of TORs and or tender documentation. DPs should continue to focus on
the broader strengthening of national procurement systems providing scope to use budget support
resources for securing TC support.

Contracting, Management and Supervision - The RGC should increase its involvement in the
contracting, management and supervision of TA personnel. Doing so will help “rebalance” the two-
way relationship between client (i.e.the RGC) and the contractor (e.g. an individual expert or a
consulting firm) which is easily distorted by the three-way relationship between contractor, funder and
client organisation.

5.2.2  Reducing Level of Fragmentation through greater co-ordination and collaboration

The RGC and DPs have begun to take steps to co-ordinate support behind country-led strategies and
systems. The RGC already has a Harmonisation and Alignment agenda which reflects many of
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provisions of the Paris Declaration. Further developments to advance this agenda are encouraged and

can be expected to yield a number of benefits, including:

e Shifting the focus of TC for CD towards broader sector and organisational capacity issuese.

e Reducing the number of separate projects being implemented each of which requires separate
project management arrangements including PIUs and which generate additional administrative
burdens on participating agencies easily overwhelming available capacity.

e Creating conditions to reduce the overall volume of TC including of TA personnel by encouraging
pooled approaches and identifying areas of potential overlap / contradiction.

e Providing a basis for less ad hoc and more rationalised and disciplined approaches to dealing with
the issue of salary supplementations and linking this to broader aspects of human resources
management including pay reform.

e Creating the opportunity for the RGC through the TWG system to assume greater leadership and
responsibility for the management of TC resources.

5.2.3. Building RGC Capacity to design and manage TC

Expanding the role of the CDC - to oversee the process of TC management and providing more
support where possible to line agencies.

Developing the capabilities of line agencies - as part of an effort to support more comprehensive and
broad-based capacity development of ministries and agencies.

Developing public and private service resource providers - such as tertiary institutions, private
consultancies, research organisations, NGOs in the area of human resources development and
organisational development.

Considering the establishment of an independent monitoring group - that could review the
performamce of both government and development partners with respect to aid management and
delivery.

5.3. Improving Capacity Development Practice

The report outlines a set of issues and recommended actions for improving the practice of capacity
development. A concerted effort will be need to be made to improve the conceptualisation, design,
implementation and monitoring of capacity development work. Overall, a more thought-through
approach to capacity development work is advised. Since the principal aim of TC is to help develop
capacity, it follows that appropriate attention should be paid to the “how” aspects of capacity
development. More efforts need to be made to further “unpack” current thinking and ideas on the
subject in Cambodia. Specific actions might include the following:

5.3.1. Discuss and learn more about capacity issues

CDC should seize the opportunity together with its partners to take this agenda forward. The TWG on
Partnership and Harmonisation offers a potential venue for agenda setting and steering the process but
its success will depend on the discussion being carried forward to the individual sector/thematic
TWGs, which should ideally serve as focal points for addressing TC for CD.

e The topic of TC for CD should become a standing item on the agendas of the TWGs so as to
ensure that it receives the attention it deserves.
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e CRDB/CDC is encouraged to develop a simple “tool box” comprising guidance notes and
instruments on capacity development and to maintain a simple website that can serve as a
resource / point of reference for the TWGs and the organisations they represent.

e Reports on progress with implementing TC for CD reform could be prepared for review at GDCC
and CDCF meetings.

5.3.2. Improve the design of capacity development interventions

Various actions can be taken to improve the quality of capacity development interventions. Four
areas of attention are proposed:

Re-think and shift the modes of engagement between the RGC and development partners - In

general, there are three modes of engagement between countries and their development partners. In

descending order of external intrusiveness, these are the:

e ‘direct’ approach in which external intervenors diagnose and prescribe solutions for the
consideration of country managers

e ‘indirect’ approach in which country participants work in collaboration with external actors to
jointly devise new solutions

e  ‘pure process’ approach which pushes external intervenors towards process, facilitation and
support.

Most TC-supported programmes in Cambodia will have elements of all three approaches. But the goal
over the medium and the long-term should be to shift TC interventions toward the indirect and the
pure process models.

Improve the Diagnosis and Assessment of capacity development needs - Development partners and
the RGC need to invest in a more thorough diagnosis of capacity challenges and related contextual
factors as a basis for designing appropriate support programmes, including the right mix of TC inputs.
Various tools exist that can help assess capacities and related contextual factors. The challenge is to
use ones that are most relevant for particular situations and organizations. And also to use such tools
as an aide to judgement and assessment rather a replacement.

Explore a broader range of capacity development strategies - Capacity development is a form of
change. It can be personal or organizational. It can be simple or complex. It can be short or long term.
The range of different strategies that can be employed range from those which are more planned and
technocratic to those which are more emergent and informal. The suitability of any one approach will
depend on the nature of the capacity development challenge. Effective design does not imply over-
design or rigid design. In some cases loose design can be an advantage. Effective interventions are
often associated with flexible and iterative approaches such as rolling plans that recognise change and
capacity development as long term processes that cannot be easily predicted. This is especially
important in complex and politically sensitive environments where the momentum and direction of
reform can quickly change.

Developing Appropriate Monitoring and Evaluation Systems - Part of the challenge of capacity
development work is devising a suitable framework for monitoring and evaluation. Capacity issues do
not lend themselves easily to conventional, results-based forms of measurement. This reality presents
a number of challenges in terms of accountability, learning, management and incentives. At the
programming level, both RGC and development partners should seek to:

e Agree up front on the CD objectives and strategies that are to be used in a particular intervention.
e Define indicators that can best describe the kinds of changes in competencies, capabilities and

capacity that the intervention is expected to generate.
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e Specify the CD tasks and responsibilities that TA personnel are expected to perform within their
TORs / job descriptions.

e Select appropriate monitoring and evaluation frameworks that can best provide evidence of
performance and results. In this regard, there are a wide variety of monitoring and evaluation
methodologies that can be used to measure capacity, change and performance.

e A joint RGC-DP task force might collaborate on devising an appproach to the M&E of capacity
issues that could provide guidance to future efforts.

e The RGC and TWGs are encouraged to set up a simple mechanism to allow potentially useful
new approaches to capacity development to be documented and disseminated

5.3.3. Improving the Effectiveness of TA Personnel

Few topics have been discussed over the years as much as improving the effectiveness of individual

TA personnel. Most of the usual recommendations apply to the situation in Cambodia.

e The purpose and proposed roles and functions of TA should be fully discussed during the design
of any intervention

e Partners should be clear about the actual purpose of deploying TA personnel, in particular
whether a role is genuinely advisory or in-line

e The production of of a glossary of terms can help to clarify the many different roles and functions
that TA can perform

e The RGC and DPs need to be realistic about what TA personnel can do, and what space to permit
the personnel involved to adapt approaches as needed.

Process skills are also as important, particularly where TA is expected to play a change agent or
process facilitation role. In this respect, it is crucial that TA personnel fit into the organisational
environment to which they are attached and that they are able to build up relationships of trust and
respect. These become all the more important as the role of TA shifts from a primarily ’direct’ or
‘doing” role to the “indirect’ or ‘pure process’ in which communication, mentoring and facilitation are
key.

5.3.4.  The Centrality of Public Service Reform

Responsibility for creating an enabling environment for retaining and utilising Cambodian capacity
must be a country responsibility. There are both political and technical issues here, many of which are
complex and long term in resolving. Notwithstanding this, progress on the implementation of
Cambodia’s public administation reform must remain a priority.

e TC can contribute in important ways to supporting RGC efforts to implement reform, as
illustrated in the PFM.

e Good CD design and provision of quality TA personnel are no substitute for creating an enabling
environment for change and public service performance. Discussions on the sustainability of TC
contributions to capacity development should therefore be linked to wider discussions relating to
underlying factors that encourage or impede public sector performance.

5.3.5. Improving the capabilities of development partners

The cababilities of development partners themselves to support TC improvements needs attention.
Reform of donor practices is as important as changes to RGC behaviour.

5.4. Next Steps

The RGC and its development partners are already engaged in an on-going process of discussion and
experimentation on aid coordination. We see that as an activity of adjustment and realignment that
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will continue as long as Cambodia remains a major recipient of development cooperation. This
process thus already has an agenda both formal and informal.

What we would suggest is a coordinated effort to give more systematic attention to capacity issues.
We have made specific suggestions to that effect in the report. What needs to be done in our view are
five things:

To do more case work to get a more evidence-based sense of what works and what does not in the
Cambodian context.

To pull these patterns together in a way that can generate some basic principles of practice. This
will include translation of the final text of this document, considerable consultation, and broad-
based efforts to build consensus across Government, in the dveelopment partner community, as
well as between the two.

To discuss these principles and approaches at the Partnership and Harmonization Technical
Working Group in an effort to induce and guide more coordinated action by both the RGC and its
development partners.

To include more explicit reference to CD in the JMIs as an indicator of the increased importance
placed on this issue as well as to underline a mutual realisation that other priority objectives will
not be achieved without strengthened CD support.

Consider the merits of introducing some form of independent monitoring exercise to review
progress on CD as part of the broader aid effectiveness agenda and the mutual accountability
commitments that are included in this work.
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1. Introduction

1.1. Background

The Royal Government of Cambodia (RGC) and its development partners (DPs) continue
to collaborate on improving aid effectiveness.® Part of this effort has focused on the
specific implications of the Paris Declaration for aid design and management in the
Cambodian context.” Part has been about more general improvements to the design,
management and monitoring of technical cooperation (TC) that could be implemented by
the RGC, by individual DPs or by actors from both sides coordinating their activities.®

These perennial topics of TC in general and technical assistance personnel (TA) in
particular present particular challenges. Cambodia as an aid-dependent country with
continuing gaps in capacity has received a high proportion of its development assistance
in the form of TC. No serious effort at improving overall aid effectiveness can make
much headway without addressing this issue. To do this, the Partnership and
Harmonization Technical Working Group consisting of representatives from both the
RGC and the DPs agreed to sponsor a review of TC in the Cambodian context. The TORS
are attached at Annex 3. We were engaged to work with the Cambodian Rehabilitation
and Development Board of the Council for the Development of Cambodia (CRDB/CDC)
to bring an international perspective to the review that could supplement country
analysis.* This report sets out our findings, conclusions and recommendations.

Box 1: Use of the terms “Technical Cooperation’ and ‘Technical Assistance’

We define ‘technical cooperation’ in this report as transfer, adaptation or facilitation of ideas,
knowledge, technologies or skills to foster development. TC is normally provided through the
provision of both short and long-term personnel, education and training, consultancies, research and
equipment support. According to the study TORs, TC is also understood to include provision of
monetary incentives to Government staff associated with the implementation of a project or
programme that is designed to build and augment the capacity of Government.

In this report, we do not look at this broader concept of ‘technical cooperation’ due to lack of time to
analyze the complete range of issues such as training, research, salary supplements and equipment
supply. We focus instead on the use and effects of long-term technical assistance (TA) personnel, as a
key element of technical cooperation. In particular, we look at its contribution to the development of
Cambodian capacity in the public sector.

! Royal Government of Cambodia, The Cambodia Aid Effectiveness Report, May 2007

2 Royal Government of Cambodia, Declaration by the Royal Government of Cambodia and Development

Partners on Enhancing Aid Effectiveness, Dec. 2006

Development partners refers to the community of multilateral, bilateral and non-governmental

development organisations present in Cambodia

* Anthony Land and Peter Morgan are independent consultants based in Gaborone, Botswana and
Washington, DC, USA respectively.
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Readers need to keep in mind two other points. First, TC as a development issue has been
a subject of ongoing analysis since the inception of modern development cooperation
after the end of the Second World War.> A constant theme has been the search for ways
to improve its development contribution and in particular, its effects on capacity
development. Given this decades of prior work, this report is unlikely to come up with
dramatically new insights that have never been offered before. Most of the solutions to
improved TC are well-known. As always, the challenge is one of implementation, i.e., to
combine useful, albeit familiar, recommendations into a coherent way forward that can
resonate in the particular context of Cambodia. And then to encourage participants, both
Cambodian and external, to implement these recommendations in some sort of
systematic, collaborative way. But the question remains if such recommendations can and
will be taken up by participants working within their constraints, interests and incentives.

Second, this report comes with a particular direction and set of limitations both of which
have been discussed first with H.E. Chhieng Yanara, Secretary-General, CRDB/CDC on
behalf of the RGC and secondly with the sub-group of the Partnership and Harmonization
Technical Working Group (TWG) that was set up to oversee this assignment.

The general direction of the report is as follows;

e The report should provide an integrated analysis of TC and capacity development
issues. The breadth and interconnections of the analysis should be emphasized over
depth and detail.

e Both strategic and operational issues should be addressed with a view to highlighting
the connections between the two.

e The analysis needs to take into account, wherever possible, the special contextual
conditions of Cambodia.

e Operational and management experiences from the four sectors — Public Financial
Management, Agriculture & Water, Land and Health - should be used to highlight the
analysis. Material should be included which provides insight into what works in the
Cambodian context and what does not.

e Given the time constraints, the report should not spend a great deal of time
formulating detailed recommendations. Proposals should be suggestive and
directional not prescriptive. The CRDB/CDC and the Partnership and Harmonisation
TWG will then do further work to devise more detailed approaches.

5 See Partners in Development, The Pearson Commission on International Developnment, 1968, Does Aid
Work? Robert Casson and Associates 1986, Making Technical Co-operation More Effective: New
Approaches by the International Development Community, Peter Morgan and Heather Baser, report
prepared for CIDA, July 1993, Eliot Berg, Rethinking Techical Cooperation: Reforms for Capacity
Building in Africa, 1993, T. Land, Joint Evaluation of Provision of Technical Assistance Personnel, -
Synthesis Report, ECDPM Discussion Papers, # 78, 2007.



e Finally, the report should be balanced, fair, objective and direct, reflecting the
constructive nature of the aid effectiveness discussions to date in Cambodia and the
openness of the relationship between the RGC and its development partners.

The limitations to the analysis are the following

e The topics of capacity and capacity development are inherently ambiguous and lend
themselves to a multitude of interpretations and conclusions. Judgments about what
does and does not work in the Cambodian context remain largely anecdotal. There is
little systematic evidence on the effectiveness of TC or its contribution to capacity
development.

e The analysis took place over a limited period of time and could not include visits
outside Phnom Penh.

e The report does not analyze a range of specific issues that affect TC effectiveness
such as incentives or organizational structure or demand or supply side issues.

1.2 Methodology

We undertook the fieldwork over a three week period beginning Monday 8™ October
2007 and ending on Friday 26™ October 2007. We began the assignment by participating
in the 7" Government-Development Partner Coordination Committee (GDCC) meeting
which took place on Monday 8™ October 2007. We also met with the sub-group of the
Partnership and Harmonisation TWG set up to oversee the study on Monday 15" October
2007 at which time we presented the inception report and programme of work. We
presented our preliminary findings and recommendations to a special meeting of the full
Partnership and Harmonisation TWG on Friday 26" October 2007.

Three members of the staff of the CDC accompanied us during the visits and meetings.
They provided both substantive and logistical support which proved essential.

We worked exclusively in Phnom Penh and met with a wide range of individual officials
and groups mainly from the Royal Government of Cambodia and development partners.
The following institutions / stakeholders were met:

Royal Government of Cambodia

Council for Adminstrative Reform CAR
Council for the Development of Cambodia CDC
Ministry of Planning MoP
Ministry of Economy and Finance MEF
Ministry of Health MoH
Ministry of Education, Youth and Sport MoEYS
Ministry of Agriculture, Fisheries and Forestry MoAFF




Ministry of Land Management, Urban Planning & Construction MoLMUPC
Technical Working Group Focal Points

Development Partners

Australian Development Agency AusAID
Asian Development Bank ADB
Agence Francaise de Developpement AFD
Belgium Technical Cooperation BTC
Canadian International Development Agency CIDA
German Ministry of Development Cooperation BMZ
Danish Development Assistance DANIDA
UK Department for International Development DFID
Direction Generale de la Cooperation et Developpement (France) DGCD
European Commission Delegation ECD
German Technical Cooperation Agency GTZ
International Monetary Fund IMF
Japanese Embassy

Japan International Cooperation Agency JICA
UN Agencies (UNDP, UNFPA, WHO, UNICEF, ILO, UNV..) UNDG
United States Agency for International Development USAID
World Bank WB

Research and non-governmental organizations

| Cambodian Development Resource Institute | CDRI |

A full list of persons met is contained in Annex 1. We also consulted a range of written
materials listed in Annex 2.

Two points on the format of the report.

e It has five main sections: Section 1 is the introduction, Section 2 analyses the TA
challenge in Cambodia. Section 3 deals with the nature of the development context in
Cambodia. Section 4 addresses the TC system in Cambodia. Section 5 presents
recommendations for action.

e A number of people emphasized to us the need to write as accessibly as possible for
readers whose first language is not English. We have tried to do this where possible
but believe the best method to provide this ease of access is to translate the whole
report or the executive summary into Khmer.



2. The TC Challenge In Cambodia

2..1. An analysis of the challenge

There appeared to be a pervasive sense in the development community in Phnom Penh
that TC was not making a sufficient contribution to Cambodian development and in
particular to the development of sustainable capacity. Participants in the interviews
offered a variety of diagnoses and reasons for this situation. Some were descriptive and
symptomatic. Some ascribed causation. Some were conflicting. Most were along the lines
set out below.

e Expenditures on TC currently make up some 50% of all official development
assistance (ODA) to Cambodia. They contain a good deal of capacity-substitution
interventions with a heavy reliance on the provision of long-term technical assistance
personnel. A more appropriate share of ODA, according to this view, would be 15-20
%. The difference in expenditures could be much better spent on a variety of other
development investments. Less use of of external TA personnel would also lessen the
chances of blocking the emergence of Cambodian capabilities.

e A contrasting view emphasized the need for greater quality of TC. From this
perspective, the absolute total of expenditures or the quantity devoted to TC is not the
issue. What matters is the quality or the development impact especially with regard to
capacity development. Put another way, quality TC making up 40% of ODA would
be a much better investment than 30% at the current level of effectiveness.

e The implicit control by development partners over the decision making about TC
leads inexorably to an excess supply given the pattern of incentives that most DPs
face. Almost all the appraisal work, report writing, monitoring and evaluation are still
carried out by external consultants. Part of the reason for this continued involvement
is the need to lower DPs risks and maintain their disbursement levels. The lack of
transparency about the costs, supply and the functions of TA personnel reinforces the
current high levels of supply.

e A number of Cambodians felt that the over supply of TA personnel was a result of the
need of DPs to extract commercial and political advantage out of the field-based
programmes they supported. Programme and project design using a large amount of
TA was therefore a response to the pressures from private sector firms in DP
countries to maintain their presence in countries such as Cambodia .

e Cambodian officials want to maintain a high level of external TA personnel given
their own needs to get work done, manage their departments and agencies and keep
up their performance. The incentives for country staff to phase out long-term TA and
to focus on capacity issues are mixed at best.



All of the above assertions have an element of truth. But taken individually, they do not,
in our view, add up to a coherent and complete explanation of the reasons underlying the
unsatisfactory performance of TC in Cambodia. Almost without exception, those
interviewed both on the RGC side and the development partners supported the view that
TC as a development intervention could be made more effective. In particular, they
believed it could do a better job of delivering the capacity results that all the participants
said they wanted. And not surprisingly, almost all believed that their own approach to TC
design and management was not part of the problem.

What matters a great deal, in our view, is the way the TC system as a system behaves in
Cambodia.® Our assertion is that some deeper dynamics in the way the TC system comes
together and functions shape its outcomes as much as the actions of its individual actors.
This report therefore sees the TC challenge in Cambodia as the following.

How can the development community in Cambodia, both Government and development
partners, collaborate more effectively to generate the desired outcomes for TC that both
sides say they want?

Given this perspective, this report addresses a series of questions:

e What are the features of the TC system in Cambodia and why does it behave the way
it does?

e How can the RGC and its development partners engage more effectively to develop
capacity?

e What factors on both sides undermine/support those efforts?

e Can TC be an effective instrument for capacity development - how and under what
conditions?

2.2. A Perspective On Capacity Development

Two impressions about this subject stood out for us during the interviews and research in
Phnom Penh. First, the whole subject of capacity development comes with a huge variety
of definitions and perspectives. Various organizations and groups in Cambodia have also
devised their own versions.” Participants, both Cambodian and development partners,

® We define a system as an entity that maintains its existence and functions as whole through the
interelationships amongst its parts or elements.

" Draft Policy on Capacity Development in the Cambodian Civil Service: Key Concepts, Terms and
Principle,. Cambodian Development Resource Institute (CDRI), June 14, 2007, Capacity Building
Practices of Cambodia’s External Partners: A Framework for Capacity Development: Mandating
Effectiveness and Value for Money, paper prepared for the Council for Administrative Reform of the



could thus be talking about subjects as diverse as basic skill development for individuals
or the improvement of the performance of a network of organizations at the sector level.
It was also evident that the Cambodian participants and their development partners
frequently viewed capacity issues quite differently. And there could be huge differences
of view within the RGC itself depending on level of authority, professional training and
physical location of the officials.

Second, only a few participants in Cambodia seemed to offer, or be following, some kind
of coherent, well-conceived strategy of capacity development that pulled together the
ideas, efforts and resources going into an intervention and focused them on a shared
process®. And few had a clear sense of what ‘capacity’ would actually look like when
developed. This capacity strategy ‘gap’ can be found in many countries and is not unique
to Cambodia. But it does give a sense of the challenges that face participants when they
agree to achieve or monitor improvements in capacity. It carries implications for the way
capacity challenges are diagnosed and for identifying the kind of role that external
partners and TA in particular might best play in addressing those challenges.

We are not advocating in this report a single definition or strategy that should be accepted
by all the development actors in Cambodia. As usual, many of the situations in Cambodia
are quite different and require varying approaches. A national capacity development
strategy in these circumstances might not be helpful and could in fact undermine efforts
at joint learning and innovation. But it may be helpful in this report to set out some basic
principles that underpin the concepts of capacity and capacity development used in this
report.

e We see capacity development as an ‘end’ of development interventions as well as a
‘means’. In this report, it refers to much more than just putting in place the resources
and techniques for better programme implementation. We are talking here about the
process of Cambodia developing the institutions, attitudes, organizations and the
ability for collective behaviour that allows the country to shape its own development
path. Also included is the contribution that development partners can make to that
process.

e We see capacity development taking place concurrently on different levels such as the
individual, the organizational, the institutional, the sectoral, the regional and the
national. Developments at each ‘level’ intersect in some way with all the others. In
practice, capacity development is, in most cases, an attempt to change a complex
system or systems. We see systems thinking as adding to our understanding about
how capacity forms and evolves over time.

Royal Government of Cambodia, December 2004, Capacity Building Practices of Cambodia’s
Development Partners: A Discussion Paper, prepared for the Council for the Development of
Cambodia, June 2004

8 An example of a more coherent approach is the support being provided to the Public Financial
Management Programme discussed further in Box 5.

% See ECDPM, Report of a Workshop on Systems Thinking and Capacity Development, Some Concepts and
Operational Implications, June 30, 2005.



We see capacity development as a process of change. As such, it involves much more
than technical, managerial or econocratic engineering. Issues to do with power and
conflict, human psychology, social adaptation, financial resources, incentives and
motivation interact to shape the outcomes of the process. Many different approaches
to change may be relevant.

We look at capacity from three perspectives. Individuals can develop competencies.
Organizations can improve their collective capabilities. And both of these aspects
need to be combined in some coherent way into overall system capacity.

Some key intangibles such as confidence, determination, ingenuity, imagination,
pride, motivation, self-interest are key factors in both the condition of capacity and
the process of its development. Cambodian ownership is also a critical factor given
the fact that capacity development is, in the final analysis, a voluntary activity that
cannot be imposed or carried out on behalf of others.

We would add a point about timing. Many capacity development interventions
require action in the short term. But others need sustained application over many
years to make a real difference. Both the RGC and its development partners will need
the capability for both short and long term collaboration to help make capacity
development effective.

We see capacity development as an intervention that needs the systematic thought and
attention of all the participants in both the RGC and the develoment partners. It may
be a by-product in some instances but for the most part, it comes about through effort
and intentionality.

. Nature Of The Development Context In Cambodia

3.1. General factors

A good deal of the TC issues in Cambodia are similar to those to be found in other low-
income countries.’® As such, they represent patterns of behaviour and development
outcomes that the global aid business tends to reproduce in many situations. But it is also
true that Cambodia as a country has a unique set of contextual factors that are likely to
shape any TC intervention. A key assumption of this report is that any development

10 See, for example, Todd Moss, Guniulla Pettersson and Nicholas van de Walle, An Aid Institution

Paradox? A Review Essay on Aid Dependency and State Buiilding in Sub-Saharan Africa, Center for
Global Development, Working Paper #74, January 2006.



solutions, including those labeled as international best practice, must in some way be
tailored and customized to respond to Cambodian conditions.™

Readers familiar with Cambodia will find little new in this section. But we include it for
two reasons. First, it should enable readers not familiar with this context to better
understand the report as a whole. And second, our emphasis on certain contextual factors
and not others may give readers a better sense of the analysis shaping the conclusions and
recommendations.

The influence of Cambodian history

Much Cambodian behaviour, including that on display in politics and public
management, draws upon the rules of social and cultural institutions that have been in
place in some form since pre-colonial times.** Many of these rules shape the informal
systems that are so influential in Cambodian national life. In more recent Cambodian
history, the effects of the catastrophic events beginning with the coming to power of the
Khmer Rouge in 1975 have been told elsewhere and will not be repeated in this report.
Much of the 1980s and early part of the 1990s were dedicated to rebuilding state
institutions and organizations as well as achieving some sort of political stability and
legitimacy. Some Cambodians made the argument to us that in real terms, the country
only achieved the basic attributes of a functioning political system in the late 1990s — that
is, less than ten years ago.

Two points stand out for us. First, it should not be surprising in the Cambodian context if
the conventional development goals of effectiveness, equity and efficiency have to be
balanced off against goals to do with stability, security and the avoidance of internal
conflict. As in most countries, country officials must try to respond to a variety of
agendas, both explicit and hidden that come out of their history and national memory.
The outcomes of TC interventions will thus need to be judged from a broader perspective
to provide a deeper picture.

Second, Cambodia as a state has made dramatic progress in capacity development over
the last two decades given its abject starting point in 1980. The usual external pre-
occupation on current gaps, weaknesses and constraints at the country level tends to
obscure this basic point. At the very least, it should be evident that a capacity
development intervention has a chance of succeeding in Cambodia given sufficient time,
experimentation, patience and persistence and provided it is relevant to national or RGC
needs.

1 «“The problem is not the overall insufficiency of technical assistance but rather that it is organized so as to
be unresponsive to country circumstances” Paul Collier, The Bottom Billion: What the Poorest
Countries are Failing and What Can Be Done About It, 2007, p. 115

12 See Caroline Hughes, “The Politics of Gifts: Tradition and Regimentation in Contemporary Cambodia”
Journal of Southeast Asian Studies, 37(3), October 2006.



The scale and timing of the transitions

A number of observers in Phnom Penh emphasized to us the scale of the transitions that
Cambodia as a country is in the process of navigating, ones that are more dramatic in
many ways than those in high-income countries. It is shifting out of the post-conflict
mode oriented towards short-term efforts at stabilization and recovery and entering into a
more conventional stage of growth and development. It is moving from a state-controlled
model to a more market-based approach. It is endeavouring to integrate more into
regional and global economies. And it is moving in its own way to experiment with a
more democratic political system including elections, political, administrative and fiscal
decentralization and the increased participation of civil society. As a consequence, the
RGC is engaged in a set of complex governance reforms including public financial
management, decentralisation and deconcentration, public administration, and legal and
judicial reform.

One obvious implication is the complex set of demands that such transitions impose on a
country especially one that starts with a limited range of capabilities**. Cambodians must
balance change and consolidation. They must get access to external skills but also
develop their own. State institutions must develop legitimacy as well as competence.
Development partners must balance capacity substitution and development. And
Cambodians must try to keep up with global developments and pressures that themselves
are moving at an increasing speed.

New “drivers of change’ are appearing

In common with most countries in the Asia Region, the nature, role and importance of
development assistance to Cambodia is changing. The economy is now growing at about
8 % per year and now has greater access to the capital surpluses that are now available in
the Asia Region. Non-traditional development partners such as China are now
increasingly active in the country as donors. New sources of government revenue such as
oil and gas will come on line over the next 2-3 years. Foreign private companies are
becoming an important source of TA. Cambodia has decided as a matter of national
policy to integrate into ASEAN regional and global economies and to join global
institutions such as the World Trade Organization. Demand-side pressures both from
external competitive markets, international commitments and internal groups such as
urban-based citizens and organizations should lead over time to greater demands for
improved performance.** Such a set of emerging relationships in addition to those with
the international development community, should also generate the need over time for

13 Usually in high-income countries, such ambitious reforms are financed and coordinated via a single
source and pot of money. In Cambodia it is a myriad of donors, projects and interests that support these
reforms, resulting in additional tensions and dynamics between the different stakeholders and agendas.

1t was suggested that expectations are growing among the rural population for effective service delivery
in areas of land, health, education and water while a burgeoning labour market of young graduates
expect government to deliver on job creation.
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greater transparency and accountability in government that go beyond the current
initiatives and reforms put in place by government.

The rise of international best practice

More than at any point in the recent history of development cooperation, efforts are now
being made to devise collective international approaches to development cooperation
either in the form of objectives such as the Millennium Development Goals or through
the provisions and principles of good practices such as the Paris Declaration including
harmonization, alignment and country leadership. These kinds of generic ‘universalist’
solutions can avoid a good deal of uncoordinated interventions and supply-driven
activities. They can encourage the emergence of country engagement. But Cambodians in
particular have to ensure that sufficient attention is paid to getting such interventions to
fit the Cambodian reality and absorptive capacity.

The four development worlds in Cambodia

The four separate but interconnected worlds of Cambodian development were apparent to
us early in our work. One of the challenges is therefore to generate some sort of
collaborative behaviour amongst these four worlds in an effort to make TC interventions
more coherent. These four worlds are the following:

e The “formal’ Cambodian world of the modern public sector including government
agencies, departments, functions, systems and structures, capacity development,
sector strategies, performance targets, workplans and such. Development partners
naturally gravitate to this familiar world.

e The ‘informal’ neo-patrimonial Cambodian world which includes informal networks,
hidden resources flows, opaque decision making and incentive structures and
influential patron-client relationships.'® It is, of course, true that all countries have
such informal worlds but the one in Cambodia seems more powerful and intrusive
than most given its particular history and the destruction of many of the formal
institutions and organizations during the Khmer Rouge period. These two
Cambodian worlds — the formal and the informal - interact and intertwine in most
efforts to reform the public sector.

e The third world is that of the development partners who come in all shapes and sizes
in Cambodia. They represent different development attitudes, different institutional
and national self-interests and different approaches to collaborative approaches and
the provision of TC. Some, for example, are more able to to respond to the provisions
of the Paris Declaration. Others may focus more directly on TC and capacity issues at
the project and programme levels.

15 Some of this informal world has been analyzed in a recent publication from the Cambodia Development
Resource Institute entitled Accountability and Neo-patrimonialism in Cambodia: A Critical Literature
Review, Working Paper # 34, March 2007.
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e Finally, many TC programmes are actually implemented by actors from the fourth
world, that of contractors, implementing agencies and consulting firms. This set of
actors come to the table with yet another set of incentives, institutional interests and
capabilities.

The point here is that the theory and practice of TC design and implementation is not
simply carried out by groups of rational decision makers in both the RGC and the
development partners intent on finding the most effective technical solution. Actors from
these four worlds engage each other in Cambodia and try to reconcile a wide variety of
interests and motivations.

3.2. The context of the public service

Cambodia faces many of the usual challenges to developing state capacity in a low-
income country. But Cambodia’s recent history makes the challenge of state building
that much more difficult, representing both a governance/political as well as a capacity
development challenge.

The supply of human resources

Increasing the supply of skilled human resources remains a challenge for the RGC given
its catastrophic loss of trained people in the late 1970s*°. Gaps in trained and experienced
staff appear to be particularly acute at the middle and lower levels of the public service,
in the provinces and in particular technical sectors, departments and functions. Most
observers pointed to excellent but overworked staff at the top of many public agencies
followed by ‘missing middles’ that constrain the progress of work, resulting in poor
policy execution and a recurring demand for technical assistance.

The state of the education system

People interviewed were of two minds about the relationship between the performance of
the education system and the emergence of public sector capacity in the country. On the
one hand, the almost total destruction of the education system in the late 1970s and its
resurrection in the 1980s and “90s represents a significant achievement for Cambodia.*’
On the other hand, the knowledge and skills of graduates coming out of the present
system remains inadequate to meet the needs of a modern public service. The implication
here is that the reform of public institutions will not be a narrowly-focused technical

16 Outside readers may not be familiar with the scale and effects of these events. In the case of the Ministry
of Agriculture, Fisheries and Forestry, for example, the pre-1975 staff of about 1000 professionals was
reduced to four still on staff in 1979. In addition, most of the physical infrastructure was destroyed and
almost all records, i.e. the memory of the institution, were also eliminated. Similarly in the Ministry of
Land Management, only three (3) land specialists remained.

7 According to one estimate, a small group of Cambodian officials managed in the period 1982-1987 to
have about 9000 schools built to replace those destroyed in the late 1970s.
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issue. It will instead need support from a wide array of Cambodian national development
activities.

Incentives and Motivation

The issues of public sector pay, incentives, retention and motivation are a constant topic
of discussion in Cambodia. Simply put, the RGC still remains unable to pay most of its
staff a living wage leading to the usual patterns of absenteeism, rent-seeking and lack of
motivation. Cambodians interviewed were therefore anxious to distinguish between the
underlying potential national capacity versus the current actual levels of public sector
capacity. Their sense was of considerable competencies and even capabilities within the
country that are under-utilised. Part of the explanation appears to be that the lack of
rewards and support within the RGC discourages productivity and innovation and
encourages conformity and risk-aversion.*® Good people with marketable skills end up
leaving the service. The challenge within the public service is as much about creating
conditions for capacity utilisation and retention as it is about its development.

Lack of Demand-Side Pressures

Not surprisingly, the Cambodian public sector is not yet subjected to a good deal of
demand-side pressures for improved capacity and performance from citizens, civil society
groups or private firms, although as earlier noted, there is evidence of new drivers of
change pushing for greater performance and accountability. The issue of limited trust in
public institutions remains an issue.'® An additional consideration is the perception of
the role of the public service. Traditionally for many Cambodians, there may not be any
expectation of delivery of public services from the state and recourse to a patron therefore
remains the preferred way to “get things done”. This reinforces the patron-client system
at the expense of public sector reform.

Power and Interests

The public sector in Cambodia incorporates within itself a variety of diverse groups
whose interests need accommodating. Part of this pattern has to do with the relationships
between the ‘formal’ and the ‘informal’ worlds in the public sector pushing for
conflicting objectives. Incentives for senior managers to manage for improved
performance let alone more effective capacity development are mixed at present. It also
results in a public administration system that is highly politicised, opaque and which
displays features of being at the same time both centralised and fragmented reflecting
different pockets of power and interest. In practice, the shift of the public sector to a more
formal, merit-based, performance-oriented approach is one that will likely take decades to
reach a critical mass if patterns in other low-income states are indicative.

18 We also heard the view that the incentives issue is discussed too much from the perspective of the formal
system and that other patterns of informal rewards need to be taken into account.

19 See Cambodia: Sharing Growth, Equity and Development Report 2007, report prepared by the World
Bank for the Cambodian Development Coopreration Form, June 2007 p. viii.
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Approach to public sector reform

Collaboration between the RGC and its development partners on a comprehensive
approach to public sector reform has been slow to develop. Most joint activities are
currently focused on specific aspects of the public sector such as decentralization or
public financial management. We do not see an integrated comprehensive strategy to
public sector reform as being feasible in the current Cambodian context in the near future.
Such an approach is likely to be too unwieldy, too reliant on complex coordination and
too vulnerable to diversions and capture. What seems more promising is a slowly
emerging combination of initiatives that over the medium and long term, could add up to
a critical mass of new capabilities and behaviours. This more incremental style would
entail more experimentation, and more unplanned evolution toward improved capacity.
What also seems likely is the emergence of what have been called ‘interim institutions’,
I.e. institutional and organizational arrangements that are good enough to sustain progress
without having to resolve complex issues of coordination and comprehensiveness.?

4. The TC “System” In Cambodia

“Systems’ come in many forms and patterns of behaviour. Some ‘hard’ systems may be
tightly connected and controllable from a single source. In contrast, ‘soft’ systems such as
the TA system in Cambodia can form in a society and operate as a complex adaptive
system with the following characteristics.

e |t contains a large number of actors few of whom have any hierarchical relationship.
It is loosely connnected by an acceptance of a loose set of boundaries and general
objectives. Such a system also has an almost infinite number of interactions amongst
these actors.

e There is no one centre of control and authority. Most interactions take place on the
basis of negotiated relationships.

e Change takes place partly through intentionality but also through the self-organization
of the system itself. Most of the change will be emergent and unplanned. Multiple
interventions will take place simultaneously at multiple points.

20« |In a number of cases, progress in Cambodia has been achieved in an enclave, in the hope of developing

robust institutions and later building outwards rather than through an attempt to implement a
comprehensive across-the-board reform of institutional arrangements”. Cambodia: Sharing Growth, p.
XVi,
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4.1. History and structure

As discussed earlier, the TC system in Cambodia has evolved out of a combination of
usual influences that can be found in most low-income countries plus a set of Cambodia-
specific challenges that have put a premium on customized solutions to the design and
management of TC.

e The history of the TC system in Cambodia influences its present behaviour. Most
development partners arrived and in large numbers and at around the same time in
1994. At that time, few Cambodians had much experience in dealing with aid
management. The RGC itself had little capacity compared to countries such as Viet
Nam, to deal with such a rapid build up of development assistance. External direction,
supply side interventions and Cambodian compliance thus characterized the first
decade of TC and set a pattern that continues to this day.

e The TC system today is comprised of thousands of actors both individual and
organizational in a variety of countries. This includes all the usual participants within
Cambodia such as RGC departments, consultants and contractors, embassies and
development agencies and so on. But it also includes actors in other countries whose
behaviour and decisions affect the workings of the TC system in Cambodia, We are
talking here about the headquarters offices of the development partners from Tokyo
to Washington, policy and research groups working on Cambodia and external
coordinating groups such as the Development Assistance Committee of the OECD in
Paris. Using the current fashionable language, TC in Cambodia is part of a large
complex adaptive system with elements or components interacting with each other.

e Most of the relationships amongst these actors, (e.g. between development partners or
between government departments) are non-hierarchical. Most activities thus depend
on some sort of shared purpose and collective action to make TC interventions more
effective. And yet the varied interests, incentives, styles and policies of both the RGC
and its development partners make such collaboration difficult to achieve and to
sustain. Renewed efforts to do that have recently centered around the Harmonization
and Alignment agenda coming out of the Paris Declaration. We try to build on that
emerging platform for collaboration later in the report .

e Not surprisingly, the structure of the TC system and indeed most of the development
assistance provided to Cambodia has fragmented into hundreds of projects,
programmes and project implementation units (PIUs), a pattern that has lead to
duplication, high transaction costs and a lower level of aid effectiveness.** Not all of
this fragmentation is dysfunctional given the need for Cambodia to deal directly with

2l See the 2007 Cambodia Aid Effectiveness Report for further details on aid modalities and the way
external resources are distributed across sectors.
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some development partners. But the diversity and lack of coordination beyond a
certain point has not been productive.

e As a response to this situation, the RGC and most of its development partners are
trying to introduce more collaboration and coherence into the operation of the aid
system.? Specific changes include the use of sector-wide approaches (SWAPs), some
budget support, pooling arrangements, and specific mechanisms to encourage joint
action such as a series of technical working groups.? Both the RGC and its
development partners are making serious efforts to implement the provisions of the
Paris Declaration where possible and appropriate.

Box 2: The Agriculture & Water Sector

Responsibility for the agriculture and water sector is shared by the Ministry of Agriculture, Fisheries
and Forestry, and the Ministry of Water Resources and Meteorology. The sector remains highly
fragmented with some 16 development partners financing a reported 58 projects. Efforts are being
made to improve the management of the sector but progress has been slow. The challenge of
coordination is made more difficult because there are two ministries involved, while development
partners do not necessarily share a common agenda.

e A common strategy has however recently been put in place although there is some concern that
the two ministries are not providing the necessary leadership in the process, reflected in
difficulties in getting the TWG to function effectively.

e That said, a Statement of Principles signed by the two ministries and ten development partners in
2007, provides a basis for making the HAR agenda operational at the sector level, marking the
beginning of a process.

e Signatories have agreed that all new and existing funding will progressively be aligned to the
common strategy. This will require collective action to translate sector priorities into a set of 5
national development programmes.

The capacity challenges facing the two ministries are similar to other parts of government.

e Progress is being made to develop key technical skills at headquarter and provincial levels,
making up for the complete loss of skills and organisational memory during the 1970s. But staff
lack experience.

e Poor pay results in low productivity and rent-seeking behaviour, including staff looking for
opportunities to work on development partner financed activities. There is for now no harmonised
and coordinated salary supplementation scheme.

e The lack of progress in harmonisation and alignment means that almost no TC is reportedly
coordinated, and there is no capacity development plan or strategy in place for the sector.

?2 The RGC has made genuine efforts to induce more collaboration and coordination. See, for example,
RGC, Strategic Framework for Development Cooperation Management, January 2006. RGC’s Action
Plan on Harmonization, Alignment and Results, 2006-2010. These documents can both be found on the
website http://www.cdc-crdb.gov.kh

% The CDC estimates, for example, that about USD 30.0 million out of USD 690.0 million currently goes
to budget support. As this figure increases starting in 2008, this will provide a strategic opportunity for
RGC to identify and finance its own TC requirements.

16




4.2. The Behaviour And Outcomes Of The Current TC System

Given this history and structure of the TC system in Cambodia, what have been the
effects on its behaviour? Can we see some broad patterns that have shaped the outcomes
of most TC interventions?

Capacity Substitution and Gap-filling

The initial priority for both Government and its development partners in the post-conflict
period starting in 1994 was to rebuild the basic functioning of the Cambodian state
beginning with the provision of basic services and core departmental functions. These
objectives combined with Cambodia’s own lack of capacity led directly to patterns of
capacity substitution, gap-filling and enclave approaches to aid delivery that have, by and
large, persisted to this day. Shifting out of that pattern, where possible, has now become a
key objective for the RGC.

Product over Process

This trend induced another expected pattern, i.e. an emphasis on product and action over
process and capacity development. In practice, the behaviour of the TC system began
over time to repeat its behavior or ‘trap’ itself, i.e. development partner control leading to
a continuation of capacity substitution leading to unsatisfactory progress on capacity
development leading back to more capacity substitution. Lack of capacity became a self-
fulfilling prophecy. Emphasis was given to ensuring adequate capacity for project
implementation rather than the broader goal of developing the capabilities needed by
government departments to carry out their mandated functions.

The rise of the brain drain

The organizational and programming needs of the development partner community that
grew up in Phnom Penh also tended to reinforce this system behaviour by attracting
talented Cambodians at salary rates that the Government could not match. In effect, a
substantial amount of Cambodian capacity — the very people in the key middle levels of
the public service who would be responsible for implementation - drained out of the
system either to part-time private sector work or to international organizations leading
back again to more capacity substitution.

The barriers to Cambodian ownership

The Cambodian Government was not in a position to impose discipline and a coherent
direction on the behaviour of the TC system. Part of the explanation for this pattern was
the difficulties Government faced in generating and operationalizing its ownership. This
lack of ‘ownership capability’ resulted in other familiar patterns, i.e. a tendency for
Government disengagement and compliance, continued donor-led control of projects and
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programmes and a growing fragmentation of development interventions.?* Such trends
were not unique to Cambodia and reflect the capacity challenges in almost all low-
income states.

Box 3: The Issue of Cambodian Ownership of Development Interventions

Many factors appear to influence and shape the state of Cambodian ownership and commitment, not
all of which can be easily understood by its development partners. In the interviews, the following
were cited as key particularly in combination.

e the attitude of key individuals within the Government responsible for programme delivery

e the process used by development partners to ‘design’ an intervention, often informed by
organisational guidelines and formal requirements of the donor HQ

e the complexity of the intervention and the range of groups that are expected to have some sort of
ownership

e the opportunity for Cambodian officials to understand the implications of a project or programme

e the space for Cambodian participation and control

o the degree to which an intervention actually addresses issues of genuine interest and concern to
Cambodians

e the way in which the expected benefits of the intervention will be distributed within both the
formal and informal systems within Cambodia

Compliance and tolerated TA

Officials in the RGC almost invariably did not refuse external offers of TA personnel
including those that they suspected might be unnecessary or dysfunctional. This appears
to have lead to a good deal of ‘tolerated” TA which critics maintain has absorbed too
much of Cambodia’s ODA allocation. In our discussions with both Government and
development partners, a variety of explanations were offered for this pattern of behaviour
(see box below).

Box 4: The Dynamics of Cambodian Compliance

Both Cambodian and external officials interviewed for this report gave a variety of reasons for the
willingness of the Government to accept and ‘tolerate’ TA personnel that it might not want or intend
to support.

e The assumption that some dysfunctional TA is better than nothing assuming that it comes with
associated resources such as possible salary supplements, operating costs and office equipment.

e A lingering Cambodian concern about the risk of international isolation and losing development
funds to countries such as Viet Nam or China if it were to say “no”.

24 For an analysis of this pattern, See Eva Mysliwiec, Envisioning a New Paradigm of Development Cooperation in
Cambodia, CDRI, February 2004. See also the discussion on donor fragmentation in the CRDB/CDC 2007 Report on

Aid Effectiveness.
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e The expectation of senior managers in the Government that those below them at the operational
and negotiating levels must maintain the flow of external resources. Few RGC managers have any
incentives to “fail’ to obtain more external resources.

e A reciprocal pattern of behaviour on the part of junior officials who may be negotiating an aid
package to finalise the agreement “at any cost’ in order to secure the resource flow to the ministry.

e An overall decision in the Government to accept unwanted aid in order to maintain a set of
broader relationships particularly with multilateral institutions.

e The difficulty for Cambodian managers to predict exactly which TC interventions will work and
which will not given the control of development partners over the data and appraisal process.

e The lack of capacity and skills of line agencies to negotiate effectively with development partners.
Central agency staff find it difficult to refuse assistance at the end of the negotiations.

e The unwillingness of some development partners intent on supporting a certain project or
programme to accept Cambodian lack of enthusiasm, as a sign of future lack of ownership.

The behaviour and contribution of implementers

Such participants such as private firms and consultants - the fourth world described
above — have had, for the most part, weak incentives to focus on capacity issues. First,
they appear to have been reluctant to devote much ‘billable’ time to capacity
development given the ‘product’ focused nature of most contracts and reporting systems.
Few firms, for example, believed they would be fully compensated for work in these
‘grey* areas of process and facilitation unless fully sanctioned by development agencies.
And second, few TA personnel have had the skills to do both product and process work
effectively.®

Lack of commitment to Capacity Development

The espoused commitment to CD on the part of RGC and DPs has been a modest one for
a variety of reasons. But we would emphasize here that this level of commitment to
capacity development is not the direct outcome of individual participants deciding to
ignore capacity issues. This lack of sustained engagement has been kept in place by a
variety of forces in the TC system. First, there has, for example, been a genuine and
continuing need for capacity substitution. Simply put, Cambodia still requires a good
deal of TA personnel to do direct implementation. In this sense, the conundrum of
balancing short term delivery versus long term capacity development in a capacity weak
environment still exists.

Second, many Cambodian officials are anxious to maintain their access to such additional
support. Technocrats, in particular, have few incentives to refuse such offers given the
overwhelming constraints and challenges that characterise the public service, and are

%% Several agencies remarked on the difficulty of finding people who combine the right mix of technical and
process skills, and many candidates have had to be rejected. The selection of candidates on the basis of
CVs alone is inadequate, yet continues to be the most widely used approach. The importance of
communication skills and sensitivity to local practices was emphasised on many occasions. It was
remarked that much of the potential value of TA knowledge is “lost” due to language difficulties.
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only too happy for a pair of helping hands who not only provide useful technical inputs
but can also serve as a bridge or intermediary to the ‘donor world’. And third, the
development partner community faces weak incentives to make the transition to more
‘indirect’” forms of assistance, especially in a climate of risk-management and widespread
concerns over corruption and lack of transparency.

We could also add other logistical and methodological constraints. For example, the
‘techniques’ of capacity development in areas such as appraisal, design, monitoring and
evaluation remain either unfamiliar or untested. Few development partners or RGC
departments have expertise in place to provide guidance in these areas. The tangible costs
of capacity investments appear at the outset of implementation. But the intangible
benefits usually emerge in the medium and longer-term when most of the original
participants have moved on and have no chance to receive whatever credit is
forthcoming. A genuine focus on capacity issues also fits uneasily within the
conventional emphasis on achieving tangible results in the short term.

4.3. The emergence of good practice in TC

Most of the analysis in the previous section emphasizes the downsides of TC practice in
Cambodia and the factors that have tended to lock them in place. But we need to present
some balance in this picture. As we mentioned earlier in this report, Cambodia as both a
country and a state has made significant progress in rebuilding its institutions over the
last almost three decades. Development partners have also tried to move beyond
conventional approaches to TC design and management. The result is an emerging
pattern of country-development partner collaboration that shows progress in developing
capacity.

The one most cited in the interviews in Phnom Penh was that of the Public Financial
Reform Programme. The box below sets out its key features and the particular reasons for
its effectiveness to date. A special feature is the degree of harmonization and alignment
that underpins the programme even among development partners who are not a formal
part of the ‘pooled’ programme.

Box 5: Towards Effective Capacity Development — the Public Financial Management Reform
Programme (PFM)

The PFM reform programme is widely regarded in Cambodia as an example of good practice in terms
of setting standards for supporting reform and developing capacity through the harmonisation and
alignment of aid behind a country driven programme. Important features of the PFMRP include
tackling the challenges of coordinating TC inputs and of avoiding parallel project implementation
units.
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Key features:

There is a single programme under country management (Ministry of Economy and Finance
(MEF)) that provides the framework for aligning DP support and working through national
systems. There are no PIU structures. It is viewed as a long term reform process that will be
implemented through a number of phases.

A technical working group (TWG) comprising RGC and DPs oversees and monitors the
implementation of the reform (although implementation itself is the sole responsibility of the
MEF). It has established partnership principles that spell out rights and responsibilities of RGC
and DPs in line with Cambodia’s harmonisation and alignment agenda and action plan.

Five DPs channel their resources through a World Bank Trust Fund, from which technical
cooperation services can be financed. Eight other DPs, whose rules and procedures preclude
participation in a pooling arrangement have aligned their project support to the PFM programme
and participate in the TWG. This helps to avoid unilateral decision-making and action.

The Economic and Finance Institute (EFI) has been appointed the focal point for capacity building
and is mainly responsible for the provision of training to Ministry personnel. Meanwhile the TWG
has appointed a sub-group to assist in developing a more comprehensive capacity development
strategy that takes account of organisational and policy issues. This will provide a stronger basis
for determining TC inputs based on a common assessment of need. Discrete TA personnel inputs
have already been identified within the PFM workplan and potential funders of these inputs
identified. Proposals to mobilise TA are expected to be reviewed during TWG meetings. TA
recruited in the framework of the basket fund is recruited by the MEF and is fully accountable to
the Ministry.

Rather than posting a long-term resident advisor, a part-time advisor provides support to the
reform management team, which is fully responsible for the implementation of the reform.

All the partners declare and discuss the costs, placement and numbers of all externally-supported
TA.

A harmonised merit-based pay supplementation scheme (MBPI) has been introduced as an
integral part of the reform programme, as a medium term solution to attracting and retaining
qualified personnel to carry forward the reform process.

There is a single reporting framework that is based on Joint Monitioring Indicators.

Why it seems to work:

The sector is relatively “un-contested”, there being a shared commitment on the part of RGC and
DPs to reform the public financial management system, especially the current phase that focuses
on revenue generation.

Cambodian managers are determined to reach internationally accepted standards of financial
management.

The lead Ministry (MEF) has access to highly qualified personnel at senior levels (vast majority
hold first degrees), enabling the Government to take leadership and management of the reform
process, and ensuring effectiveness of TWG.

The process of reforming the PFM system, while likely to be resisted by some groups, is
otherwise a comparatively technical activity that can be guided by internationally recognised good
practice.

The focus of the programme is on the MEF which is a relatively small institution, with clearly
defined roles and functions and which is mainly Phnom Penh based.

As a key agency of government, MEF carries the authority and legitimacy to carry forward its
reform agenda including provision of merit-based salary supplementation scheme.

Both RGC and DPs have learned from past practice in particular the short-comings of a
previously highly fragmented TCAP programme which lacked RGC ownership and a common /
shared strategy and vision.
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Effective approaches to TC design and capacity development require increasing
flexibility and responsiveness to changing Cambodian needs. One of the better examples
of this practice in action is that of the Flexible Support Fund for the Criminal Justice
Sector. Box 6 box below outlines this programme.

Box 6: The Flexible Support Fund in the Criminal Justice Sector

The RGC and AusAID have created a Flexible Support Fund (FSF) under the Cambodia Criminal
Justice Assistance Project (CCJAP). Australia's assistance to the sector is guided by a strategic
framework, which outlines the jointly agreed directions for the programme, while leaving flexibility to
respond to the changing needs on the ground.

The main purpose of the FSF is to allow flexibility in the allocation of funds and to promote partner
government involvement in decision making over resource allocation. The fund supports the
mobilisation of technical assistance and capital works.

The fund has also been designed to allow for financial contributions from other donors in the sector,
who are interested in moving into a more harmonised approach that is aligned with the objectives
under RGC's legal and judicial reform strategy. It can also disburse grants to non-government
organisations who are working alongside government to support the criminal justice system.

The allocation of FSF resources is decided through a National Management Board, chaired by the
Ministry of Interior, with the Ministry of Justice and the Council for Legal and Judicial Reform
Project Management Unit as deputies. Contributing donors are included on the executive
membership.

Requests originate through the counterpart agencies and the final proposal is developed in close
consultation with the component adviser. There are long term advisors within the Ministry of Justice,
the Cambodia Council for Legal and Judicial Reform PMU, the Cambodian National Police, the
General Department of Prisons and for Crime Prevention and Community Safety to support an
integrated justice approach. The procurement and mobilisation of technical assistance is supported by
the project team in close consultation with counterparts.

We mentioned earlier that development assistance to Cambodia continues to have a high
proportion of TA personnel. While existing incentives for development partners do act to
maintain these levels, it has proved possible for some development partners to reduce this
proportion substantially. One example is that of DANIDA whose recent experience is set
out below in Box 7.

Box 7: The evolution of the DANIDA programme in Cambodia

During the period 2000-2005, the DANIDA programme in Cambodia relied to a large extent on the
use of external TA both long and short-term. A programme review calculated that between 40-50% of
all disbursements went to cover TA costs on activities such as the Natural Resource Management and
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Livelihhoods Programme®®. A new appproach began to be formulated in 2006 which aimed, amongst
other objectives, to cut the level of external TA. A subsequent programme design of the above
programme reduced TA to less than 10% of the total budget by moving to direct investment support,
the use of local commune councils and Cambodian TA.? The decentralized field office of DANIDA
and the encouragement of the new approaches accounted in part for this major change in
programming.

A particular concern noted in the 2007 Cambodia Aid Effectiveness Report was the broad
spread of development partner portfolios across different sectors, which has exacerbated
the problem of fragmentation. EU member states are now staking steps to reduce the
number of sectors they engage in, as illustrated in Box 8 below.

Box 8: EU member “Road Map” for Increased Aid Effectiveness in Cambodia

The "European Consensus on Development” of December 2005 states that the EU will take a lead role
in implementing the Paris Declaration commitments on aid delivery and that the EU will advance co-
ordination, harmonisation, and alignment, while encouraging partner countries to lead their own
development process and supporting a broad donor-wide engagement in national harmonisation
agendas. The Consensus provides for the establishment of flexible road maps setting out how EU
donors can contribute to countries’ harmonisation plans and efforts.

A road map has been prepared among the EU member states providing support to Cambodia. It
contains a list of principles and actions. Actions include holding monthly meetings to discuss strategic
matters relating to aid in Cambodia, whenever possible, jointly carrying out activities such as
diagnostic studies, project identification and appraisal and M&E, and establishing mechanisms for
accelerated coordination and harmonisation in selected sectors.

More specifically, member states have agreed to limit their individual involvement to no more than
three sectors. This is in response to the concern that too many development partners are involved in
too many sectors causing excessive fragmentation of effort. The limitation of each agency to three
sectors is expected to reduce the total number of projects, while facilitating harmonisation and
alignment behind government strategies. It should also enable each agency to focus on those sectors
where they have expertise, whilst in other cases, it may offer opportunities for sharing expertise. It
also provides opportunities for DPs to practice delegated cooperation whereby the funds of one agency
are entrusted to another agency to implement using the lead agency’s procedures.

These actions should have a knock-on effect on technical cooperation resulting in more rationalised
allocation of resources and reducing the total number of TA personnel as well as separate training
programmes. It should also facilitate efforts to rationalise parallel salary supplementation schemes.

Meanwhile the European Commission is taking steps to reduce the number of parallel
PIUs as described in Box 9 below.

% See Lessons Learned from the Natural Resource and Enviironmental Programme, Royal Danish
Embassy, June 2007.

" See Natural Resource Management and Livelihoods Programme Document , 2006-2010, Danish
Ministry of Foreign Affairs, April 2006.
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Box 9: Reducing P1Us — European Commission Delegation Experience

In the past the ECD has been one of the main users of parallel PIUs. This is now changing. At least
two factors are contributing to the reduction in the number of P1Us.

Revised Financial Regulations for Project Aid - New financial regulations were introduced in 2003
that require expenditures to be authorised by civil servants, and not by a contracted third party. As a
result, there has been a shift from using parallel PIUs to manage projects to embedding TA within
government departments to work along side civil servants in preparing work plans and Terms of
Reference. However, because of the weak PFM system, responsibility for procurement and financial
management is retained by the Delegation’s contracts and finance unit.

Shift towards sector and General Budget Support — An increasing proportion of EC aid is now
allocated to sector and general budget support. Project aid will become the exception rather than the
rule. This will have a major impact on the total number of projects being financed and in turn the
number of project implementation units required. In Cambodia for instance, between 20 and 30 % of
support is being provided in the form of sector budget support to the education sector, while
approximately 32 % of support could be provided in the form of general budget support. While a
portion of budget support funds will be earmarked for TA, posts will be embedded within government
departments.

4.4. The current state of evolution of the TC system

It may be useful to look back for a moment at past analyses of the evolution of the TC
system. In early 1995, a report by the World Bank suggested a TC strategy for Cambodia
that would evolve through three overlapping but sequential phases.?®

e a ‘prerequisite’ phase in which substitution TC would be used mainly to focus on the
implementation of specific technical tasks rather than on the longer-term goals such
as strengthening Cambodian capacities. This initial phase was projected to last from
approximately 1995 to late 1998.

e a ‘capacity building and institutional development’ phase beginning in early 1999
would emphasize going beyond post-conflict work and helping Cambodia to develop
the key institutions and organizations it needed to sustain its development.

e a ‘consolidation’ phase that would see the government of Cambodia managing the
choice and deployment of all its TC requirements.

An analysis in 2002 took the view that ‘the problem of this particular aid-dependent
economy (i.e. Cambodia) is that it has become stuck in the prerequisite phase of technical

%8 World Bank, 1995, Cambodia: rehabilitation program: implementation and outlook, report for the 1995
ICORC Confderence
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assistance’?®. The idea was that the TC system had become caught or trapped in a

recurring pattern of behaviour beginning in 1994 and extending to a greater or lesser
degree up to the point of analysis in 2002 or four years beyond the original World Bank
estimate. Much of this pattern was not unique to Cambodia and reflected the genuine
difficulties that arise in dealing with aid-dependent states with low initial levels of
capacity *°

Many of the same patterns of TC outcomes evident in 2002 are still in place in 2007. But
unlike 2002, we can now see evidence that changes in the behaviour of both the RGC and
the development partners are beginning to shift the TC system towards improved
coordination and an emphasis on capacity outcomes. Cambodian officals, for example,
have become better able to manage external TC and to impose their own agenda on the
programmes of development partners. The absorptive capacity of the RGC seems better
in 2007 than five years ago. And development partners are also making much greater
efforts to collaborate amongst themselves and support Cambodian objectives.

There thus appears to us to be three basic options available to the RGC and its
development partners in improving the outcomes of the TC system.

e The first is to accept that the TC system is still “trapped” in a post-conflict mode of
functioning and will need some dramatic actions to get it to shift to the capacity
building and institutional development phase talked about in the 1995 Bank analysis.
The *window of opportunity’ may still not yet be open in a serious way.

e The second option is based around the idea that the TC system has begun to shift in
noticeable ways. The chances of moving beyond capacity substitution in a major way
are promising. However, there still needs to be both sustained individual and
collective efforts on the part of country actors and development partners to carry the
change process forward.

e The third option is to take the view that the TC system is well on the way to
achieving a new level of capacity development outcomes and does not require any
special collective interventions to further advance the process.

Based on our exchanges with representatives of RGC and development partners, we
believe that the second option most accurately reponds to the current state of evolution of
the TC system. First, we see the aid relationship maturing on both sides leading to better
understandings and more effective co-ordination mechanisms such as the TWG/GDCC,
the CDC and its various products and services and the shifts to programme-based
approaches. Second, we also see the RGC developing the skills and confidence to provide
greater leadership as evidenced by the formulation of a National Strategic Development

*° Godfrey, M., et al “Technical Assistance and Capacity Development in an Aid-Dependent Economy, The
Experience of Cambodia’ World Development, vol. 30, 2002, p. 370.

‘Donor or supply-driven nature of technical assistance which has led to excessive use, inefficient
allocation, weak local ownership and hence limited commitment’ Elliot Berg, Rethinking Technical
Cooperation, 1993, p, 246

30
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Plan, the formulation of various sector strategies and the disciplined implementation of
the PFM reform.*

What needs more systematic attention is a third element outlined in the 1995 Bank study
referred to earlier, i.e., the continued guiding of the TC system to focus more directly on
capacity development. The recommendations that follow are thus made from the
perspective that a special effort is required on the part of RGC and development partners
to build on current efforts to reform the TC system in Cambodia as part of an overall
effort to strengthen the capacity of the Cambodian state.

3 See also the Strategic Framework for Development Cooperation Management 2006-2010 also on the
CDC website.
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5. Recommendations For Action

5.1. General principles

Before moving on to the recommendations, we set out below some principles for
improving the outcomes of the TC system which influence the choice of the more
operational recommendations.

The continuing effort to rebalance the aid relationship

Both the RGC and development partners are shifting their roles and relationship over
time. The RGC will need to continue to build its capability to exercise more direct
ownership and control over the operations of development interventions. Development
partners will need to shift over time to a more indirect role supporting the efforts of the
RGC. An implication of this rebalancing will be the need to put country ownership,
motivation and capacity development at the heart of all TC interventions.

The need for capacity development to be a shared priority

We pointed earlier in this report to the ambiguous commitment of both the RGC and its
development partners to the practice, as opposed, to the general idea of capacity
development. In the future, both sides will need to be clearer about the consequences of
making a serious commitment to capacity issues and be prepared to deal with them when
they appear. The Joint Monitoring Indicators (JMIs) may provide an appropriate vehicle
to detail mutual commitments and responsibilities designed to support capacity
development in key sectors through the use of technical cooperation.

An emphasis on TC Quality

As stated earlier, the comparatively high proportion of TC to overall aid in Cambodia —
estimated at close to 50% of ODA - has raised concerns about the effectiveness of TC as
an instrument of capacity development. While this figure is undoubtedly high we do not
see the arbitrary eliminating of TC interventions as useful. A more effective approach in
our view would be to address the issue of TC quality which, in turn, should induce levels
of TC to fall.

The need for a collective commitment to reform the TC System

The initiative of the CDC and its development partners to commission this review of TC
underscores the emerging collective commitment to improve the effectiveness of TC as
part of the wider aid effectiveness reform agenda. We believe this is a genuine
opportunity. The findings and recommendations of this report, together with on-going
initiatives managed by CAR and other national work, for example by CDRI, should serve
as inputs for stimulating a process of dialogue and action among the RGC and its
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development partners. As with any change process, the reform of the TC system will
need to be carefully managed. Stroke-of-the-pen decisions will not likely contribute
much. A broad set of stakeholders needs to be brought on board to contribute to the
reform of the system.

The need for a wide range of changes and improvements

The reform of the TC system is a concerted undertaking comprising a broad range of
actions some of which can be tackled in the short term, others that require a longer term
perspective. Some actions can be tackled by individual agencies responsible for
programming TC activities or even by the individuals directly involved in TC work.
These are necessary but by no means sufficient. There are also some systemic and
structural challenges to address that will require a more concerted effort on the part of the
RGC and DPs. While some of these can be addressed at the country level, there are others
that demand a response from, for example, the headquarters of development partners. The
on-going global aid effectiveness dialogue, and in particular the forthcoming Accra High-
Level Forum and the associated global TC study, provide an opportunity to discuss donor
policies on TC provision and management.

The avoidance of development dogma and preselected solutions

A message repeated on numerous occasions by Cambodian interviewees was that the
process of improving the results of the TC system should be a pragmatic one that takes
account of country realities. Development dogma, donor fashion and “one-size-fits-all”
solutions should be avoided in favour of carefully crafted approaches that recognise the
opportunities for, but also the challenges to, change. The Paris Declaration and the wider
aid effectiveness agenda can provide an important point of reference for undertaking
reforms but its implementation needs to respond in varied ways to Cambodian conditions.
These variations manifest themselves between and within sectors and across government
departments at the central and local levels. Being adaptable and contextually sensitive is
important in order to ensure that a shared agenda emerges that enjoys the commitment
and support of all parties involved.

The recognition of the limits of Technical Cooperation

TC can serve as an important tool and catalyst for supporting country-driven CD
processes. However, it can never be the main driver of capacity development, and cannot
substitute for local initiative. In this regard, it is important to acknowledge the limitations
of TC in influencing complex domestic change processes. Expectations regarding the
effectiveness of TC in developing capabilities of state institutions need to take account of
this fact. The production of any national, sectoral or programme document related to TC
must therefore make explicit reference to the important but limited role that TC can play
in the broader effort to build, develop and sustain capacity, as well as to identify other
contributory factors that will influence capacity development in a particular context.
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The need to develop the capacity of development partners

Most analyses of TC focus on the need for country governments to change. Fewer deal
with the need for international development agencies to rethink their behaviour, structure,
incentives, staffing and systems. Implementing many of the provisions of the Paris
Declaration itself will require Cambodia’s development partners to adapt to new demands
and circumstances.

The following recommendations for reforming the TC system in Cambodia are divided
into two distinct but related parts:

The first part focuses on ways to improve the management and governance of
technical cooperation. The recommendations closely follow Cambodia’s on-going
harmonisation, alignment and results agenda and seek to enhance the efficient and
effective mobilisation and deployment of TC resources under government leadership.

The second complementary part focuses on ways to improve the quality of capacity
development work undertaken with TC resources. It recognises capacity
development as a practice area that is easily taken for granted and that deserves more
careful consideration. The recommendations consider ways to enhance strategies and
methods of engagement, design considerations and the roles and functions of TA
personnel.

Reforming the TC

System
Increasing RGC Improving Quality of
Management and Capacity Development
Governance of TC Work
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5.2. The Management and Governance of Technical Cooperation

Ultimately, the key *success factor’ in improving the contribution of TC over the medium
and longer term will be the intent, engagement and capacity of the Cambodian
participants.

Box 10: Why Country Management is Important™

There are good reasons why countries should be in charge of TC management. It will enhance country
ownership and commitment, and contribute to greater effectiveness by:

e Giving greater space for the market to match supply and demand.

o Better reflecting the priorities and interests of the partner country, and avoiding being donor
driven/imposed, that can often lead to unwanted or “tolerated” TC.

e Helping to mitigate the perception of TC as a free good that discourages critical appraisal of
potential costs and benefits.

e The absence of transparency on the part of development partners regarding in particular TA
personnel costs, and the lack of opportunity for host governments to compare alternatives,
constrains informed decision-making on the part of the host country.

e Normalising patron-client relations, that are distorted by having in effect two clients and
simplifying accountability relationships related to supervision, monitoring and evaluation.

For this objective of country management to come about, two conditions need to be in
place.

e The Government must see the value of TC reform and must work over time to
encourage it. A number of development partners emphasised the importance of RGC
taking the lead to energize such an effort. They saw it as counterproductive and
inappropriate for development partners to lead the TC reform agenda in a serious
way.

e Development partners must also intervene in ways that specifically encourage the
Government to take on this ownership and control. Development partners need to
think less about doing and accomplishing and more about helping and supporting.

Widespread agreement exists on the value of country management of TC. What is less
obvious is the choice of strategy that should be tried in a particular country to create or
strengthen the capacity to achieve that objective. What would appear to be at issue here is
the overall capacity of a particular country to manage change in the form of TC
management, knowledge accumulation, skill development, negotiations, innovation and
constant adaptation. Box 11 below sets out an approach from Botswana in the 1980s.

% Land, T, 2007 Joint Evaluation Study of Provision of TA personnel Synthesis Report, ECDPM
Discussion Paper #78
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Box 11: Managing Technical Co-operation in Botswana: Lessons of Success

According to a World Bank study, public sector management in Botswana is “considered to be one of

the most successful in Africa if success is measured by the capacity of a system to formulate and

implement effectively strategies and programmes for economic and social development”. This record
of performance extends to the management of technical cooperation. Key elements of the Botswana
approach are the following:

e The development and personnel requirements for TC are formulated at the macro and sectoral
levels rather than on a project-by—project basis.

e TC planning is part of a broader process of planning and budgeting within the Government of
Botswana. Most TC-filled positions are thus allocated through a rational process of choice and are
expected to be maintained by the Government after the termination of overseas assistance.

e The process of TC management is centralized through the Directorate of Personnel which controls
the volume, distribution and skill components of TC in Botswana.

e Systematic manpower planning helps to balance implementation requirements programmes of
localization and capacity-building over the longer term.

e TC personnel are placed in professional and technical advisory rather than line positions at the
middle levels of government departments and agencies.

e The Government has been able to impose its own priorities on donor programmes and avoid the
‘donor-driven’ syndrome present in other Afican countries.

e Many TC personnel are accountable to the Government rather than strictly to the donor agency.

Source: Raphaeli, N. 1987 Public Sector Management in Botswana: Lessons in Pragmatism, World Bank
Working Paper

We think it unlikely that the RGC should go in the short or medium term for the
Botswana option, i.e., more centrally managed, more strategic approach to TC
management that usually requires the capabilities of a middle-income state to plan and
direct. But we think Cambodia should continue to implement the ‘mid-range’ strategy
that it has already chosen.® This strategy is based on two basic approaches: first, the use
of a variety of coordination mechanisms involving both RGC agencies and development
partners and second, the improvement of the capabilities of line agencies to design,
negotiate and manage TC.

Specific actions to increase the RGC Management and Governance of TC could include
the following:

v Encourage RGC Responsibility for design, procurement and management of TC
v Reduce Aid Fragmentation through increased harmonisation and alignment

v Strengthen RGC Capacity for TC management

The CDC website contains a number of documents that outline the present strategy, e.g. The
Government-Donor Coordination Committee(GDCC) and Technical Working Group in Cambodia : A
Review, October 2006, A Guideline on the Role and Functioning of the Technical Working Groups,
December 2006,
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5.2.1. Encourage RGC ownership of and control over the the design, procurement
and management of TC

Identification, design and formulation of TC interventions

Most of our discussions in Phnom Penh highlighted the constraints both the RGC and
development partners face in inducing or supplying adequate RGC engagement in the
identification and formulation of TC proposals. This pattern has raised the usual concerns
about the relevance of donor-driven proposals, the extent to which such proposals are
fully internalised and understood by national stakeholders and the extent to which RGC
officials at various levels are committed in any kind of serious way to the subsequent
implementation.

As mentioned earlier, we do not expect that the RGC can quickly develop the capabilities
of the Governnment of Botswana to guide and shape the design of TC interventions. But
we do think that a range of incremental steps can be taken by the RGC to play a more
proactive role in project/programme design.

As previously discussed, the progressive shift towards sector wide / pooled approaches
should help to ensure that TC proposals link up to broader government-owned strategies,
provided that a dedicated effort is made to link the sector programme with capacity and
TC requirements. But the real challenge is to ensure adequate engagement in the detailed
design of projects and programmes. Possible ways forward include:

In the short-term:

e The provison of funding to RGC departments to hire consultants to assist with the
development of project proposals, as per the experience of the Agence Francaise de
Developpement (AFD) described in box 12 below. This does not necessarily
guarantee effective RGC engagement, but if properly managed can contribute to
better definition of needs. It can also address the concern that top personnel simply do
not have the resources and time to focus on proper preparation.

Box 12: Start-up fund to facilitate RGC project preparation

To facilitate RGC participation in the conceptualisation and formulation of project proposals, the AFD
has established a fund located at MEF level that can be used by government departments to finance
the preparation of project feasibility study in line with the agreed assistance strategy for Cambodia.

Once a request is approved, it is the responsibility of the government department to prepare the Terms
of Reference, prepare an invitation to tender, award the contract and supervise the work. The process
is therefore entirely managed by the RGC. As funding agency, AFD plays a supervisory and quality
assurance role ensuring that rules and procedures are followed. It also functions as the banker and
financial controller issuing payments upon instructions received from the client department.

32




The fund provides a response to the often cited complaint that government departments lack the
human and financial resources to adequately prepare project proposals. The fund enables RGC to take
initiative in preparing proposals rather than responding to proposals developed by DPs. However,
experience suggests that the facility is not always used optimally. Terms of Reference are often not
well prepared and require inputs from AFD; the work of consultants is not always well supervised by
RGC. The recommendations of the consultants work is sometimes not fully internalised by
government officials leading to problems of ownership and understanding.

e The preparation of some guidelines and checklists to help encourage fuller
participation of RGC line agencies in the formulation and approval of TC
project/programme proposals.

e The improvement of approaches to the diagnosis of needs and design of TC
intervention strategies particularly with respect to capacity issues. This is looked at in
more detail in the next section on CD approaches.

e The encouragment of RGC - possibly with TWGs serving as a ‘clearing house’ - to
play a more active role in appraising proposals for TC against agreed criteria.

e More transparency from development partners about the options, costs and placement
of TC. Access to this kind of information could help the RGC to be in a better
position to make informed decisions about TC. A menu setting out strengths and
weaknesses of the different options as well as the cost implications would be helpful.

In the Medium-term:

e Ensuring that sub-sector strategies and programmes are developed and in place as a
framework for detailed TC planning.

Box 13: The Use and Abuse of Strategies

Both the RGC and the development partners in Cambodia seem convinced, at least publicly, about the
value of planning as opposed to searching.>* In many cases, sector strategies did appear to provide a
kind of road map or ‘rules of the game’ for all the participants. But other patterns of strategy use and
abuse were also apparent. In one ministry, Cambodian officials were reluctant to design and issue a
sector strategy apparently on the grounds that it would reduce flexibility and also enable the
development partners to be even more intrusive. A number of Cambodian officials also complained
that development partners frequently felt compelled to follow their own strategies that guided their
involvement in a particular sector.

* The idea of ‘planning versus searching’ comes from William Easterly, White Man’s Burden, 2006

33




In the Longer-term:

e Improving the overall planning, monitoring and evaluation functions and related
technical capabilities of line ministries to assume full ownership of their portfolio
responsibilities. This is however contingent on tackling more fundamental challenges
of pay, performance and retention in the public service.

Procurement

Given current concerns over fiduciary risk and the recognised weaknesses in the public
financial management systems in Cambodia, development partners normally carry out the
procurement of TC goods and services. The RGC itself appears to accept the advisability
of this arrangement. Interestingly the ECDPM study on TA personnel found that, in view
of the complexities involved and limited resources, many countries do not insist on taking
over full responsibility for procurement given the more efficient and flexible procedures
that development partners can offer.*®

Yet, even where procurement responsibility remains with DPs, there are ways of
increasing RGC participation in the procurement process in a way that can contribute to
strengthening ownership. This is particularly the case as regards the procurement of TA
personnel but can also apply to the procurement of other components of technical
cooperation. At a minimum, the RGC can and should:

e Fully participate in the preparation of TORs and or tender documentation.

e Fully participate in review processes and chair review panels.

e Where senior personnel are being recruited to perform key functions, the selection
process should go beyond a review of CVs alone and should involve direct interviews
in which RGC officials, and other prospective counterparts, are directly involved in
interviewing and selection.

e Continue to focus on the broader strengthening of national procurement systems in
the context of PFMRP, providing scope to use budget support resources for securing
TC support.

Contracting, Management and Supervision

Options should be explored to increase RGC involvement in the contracting, management
and supervision of in particular TA personnel. Doing so will help “rebalance” the two-
way relationship between client (i.e.the RGC) and the contractor (e.g. an individual
expert or a consulting firm) which is usually distorted by the three-way relationship
between contractor, funder and client organisation. Direct accountability should help to
ensure a more productive working relationship between the host RGC organisation and

® Land, T, 2007 Joint Evaluation Study of Provision of TA personnel Synthesis Report, ECDPM
Discussion Paper #78
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expert. And it should encourage the RGC participants to take more ownership of the
products and services delivered. Such a reporting arrangement should be an element of
the overall management process if partner countries expect to be in charge.

Examples in Cambodia include that of the PFM programme where the MEF is
responsible for the contracting and supervision of TA (though mainly short-term), and
TA personnel financed by the French AFD, who are formally recruited and supervised by
the client ministry. Evidence from other studies also confirms the importance of TA
personnel being accountable to the host organisation.

Box 14: RGC contracting of TA

Technical Assistance personnel funded by the Agence Francaise de Developpement (AFD) are
directly accountable to the RGC.

Advisors can be recruited through one of two channels. If an advisor is required for technical services,
then usually, TA is sourced through competitive tender. However, rules require that 80% of recruits be
French nationals.

If an advisor is required with more administrative background, then TA can be sourced via France
Cooperation International (FCI), a quasi public institution that facilitates the deployment of advisors
from within France’s civil service.

RGC is responsible for developing Terms of Reference, selecting candidates and for the day-to-day
supervision and performance review of TA personnel.

Recruitment of the experts are based on a review of CVs (proposed by FCI if channel selected) or
through competitive tender in the case of an expert provided by a company.

AFD provides funding, sets the overall conditions of contract, and facilitates the recruitment process.
It also performs an oversight/quality control function in particular through a no objection process at
the main steps of the recruitment process and in case of major modifications requested by RGC.
However it has no contractual or reporting relationship with TA but can provide advice and guidance
to both TA and client department on an as-needs basis.

Insisting on accountability to the host organisation does not automatically infer the
avoidance of reporting to the development partner. A variety of joint or hybrid
mechanisms for accountability are also possible, that reinforce the principle of mutual
accountability. An example from GTZ is set out in Box 15 below.

Box 15: The GTZ approach to accountability and reporting

GTZ is working to clarify its accountability relationships. Where a project is part financed by the
national partner, GTZ will account for its contribution to BMZ but will ensure that this information is
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also provided to the national partner. In addition, GTZ will assist the national partner to account for its
own input/ contribution to its own national authorities. This constitutes in itself a capacity
development exercise. Joint agreement on performance indicators, for example provides a firm basis
upon which the partners can share expectations, monitor progress, and review performance.

5.2.2 Reducing Levels of Fragmentation through greater co-ordination and
collaboration

As earlier noted, the RGC and its development partners have begun to take steps to co-
ordinate support behind country-led strategies and systems. The RGC already has a
Harmonisation and Alignment agenda which reflects many of provisions of the Paris
Declaration. However, for a variety of reasons, which have already been discussed, the
extent and depth of harmonisation and alignment remains limited. Nevertheless, the
measured progress thus far achieved represents a major step forward in a longer process
of aid reform. These developments carry implications for the effectiveness of technical
cooperation and capacity development. Further developments to advance this agenda can
be expected to yield a number of benefits, including:

e Shifting the focus of TC for CD from developing capacity to implement discrete
projects to focusing on broader sector and organisational capabilities that are linked to
the mandated functions of government departments and on-going reform processes.

e Providing opportunities for a more coordinated and integrated approach to the
assessment of needs and to the identification / formulation of external TC inputs
behind a sector/sub-sector strategy

Box 16: The “Quadripartite Initiative” in Cambodia

During the course of 2004, The Asian Development Bank (ADB), UK Department for International
Development (DFID), the United Nations system and the World Bank worked together to prepare
their new Cambodia country plans/strategies. The initiative produced a common assessment of the
country development challenges and risks; created an opportunity to compare programmes, identifying
gaps, avoiding duplications and building synergies; reduced transaction costs by holding joint
consultation meetings with all stakeholders (government, donors, civil society, and private sector) and
future joint monitoring meetings; and last but not least established “partnership principles” in working
together and with the government and civil society.

The country strategies are built upon the priorities and analysis embedded in Cambodia’s National
Poverty Reduction Strategy and the Government’s Rectangular Strategy, and build on strengths and
experience of the individual partners in Cambodia.

e Reducing the number of separate projects being implemented each of which
requires separate project management arrangements including PIUs and which
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generate additional administrative burdens on participating agencies that can easily
overwhelm available capacity.

Box 17: TA to assist Council for Legal and Judicial Reform PMU to improve donor
coordination

The approval in April 2005 of a Legal and Judicial Reform Action Plan, has challenged Development
Partners to renew their efforts and commitment to support the RGCs desire to develop and implement
a sector-wide programme.

With this in mind, AusAID and DANIDA have mobilised a long term capacity building and aid
effectiveness advisor to work with the RGC’s Council for Legal and Judicial Reform Project
Management Unit. The Advisor's main role is to strengthen the capacity of the PMU to lead the
coordination effort - both of donors and between the justice institutions.

By its nature, this is a challenging sector to coordinate. It brings together various government agencies
ranging from the police force to the courts, to the prison service. DP inputs have been difficult to
coordinate and often the advice being provided has been contradictory or poorly sequenced.

e Creating conditions to reduce the overall volume of TC including of TA personnel by
encouraging pooled approaches and identifying areas of potential overlap /
contradiction.

Box 18: Potential for Pooling

Pooling offers a number of potential benefits for the management of TC and can serve as a vehicle for
strengthening country ownership and management of TC and for aligning development partner
support around national processes. In particular it:

e Offers a way to redress the balance of responsibilities for the overall management of TC and to
encourage country ownership.

e Encourages harmonisation and alignment of development partner inputs around a common
programme and thereby avoids fragmentation®.

e Provides a framework around which to discuss and diagnose capacity needs at a sector or sub-
sector level, to consider the potential contribution of TC and to identify appropriate sources of
TC. And as funding is not necessarily tied to any one provider, it provides greater flexibility to
source TC and consider alternatives.

e Can be used to encourage country partners to assume leadership and to increasingly utilise
national systems and procedures for procurement, or alternatively to request development partners
to provide TA in-kind or to assist with the procurement process.

36 For example, where TA personnel is provided by a bilateral agency "in kind" within the framework of a pooled
arrangement, then the TA expert will be guided by the overall objectives of the pooled initiative and will also be
accountable to the pool members, rather than to the bilateral partner alone.
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e Provides a framework to monitor, learn and adapt to emerging needs.

e Encourages greater transparency of costs enabling country partners to make informed decisions.

e Reduces competition between sector advisers — ‘adviser turf wars’ — and leaves RGC to
implement CD objectives through a more rationalised and coherent TC arrangement.

e Encourages an important bridge-building and partnership-strengthening approach to the use of TC
which is important in the transition to programme-based approaches.

e Enabling TA to more easily focus on CD objectives rather than focusing on project
implementation or financial control functions, though in practice a mix of functions is
usual. This will require that TA is in future selected based on a capacity development
profile and proven CD track record, rather than on a more limited range of technical
skills. CD must be valued as an area of expertise in its own right; it should not be
assumed that a competent technical adviser is necessarily able to work effectively to
support CD objectives.

e Providing a basis for less ad hoc and more rationalised and disciplined approaches
to dealing with the issue of salary supplementations and linking this to broader
aspects of human resources management including pay reform?®’.

e Helping to stem the outflow of capable personnel from the public service who are
attracted to work for DPs as advisors to help implement projects.

e Encouraging sector ministries to think more coherently about the appropriate
roles and functions of departments and how these can contribute to addressing sector
priorities, plans and programmes, rather than functioning as relatively disconnected
units that exist de facto to host DP financed projects.

Box 19: The Health Sector

Health is a large and complex sector that is making strides to improve the internal coordination of
functions as well as overall coordination of external assistance. However, it is estimated that there are
over 100 projects active in the sector supported by a large number of multilateral, bilateral and NGO
development partners active at central, provincial and commune levels.

Although levels of fragmentation remain high, the Ministry of Health and its development partners are

taking steps to improve overall sector management. The position of the Ministry is that it wants to

accommodate all development partners through a mix of delivery modalities, and therefore supports a

flexible approach to implementing the HAR agenda.

e A Health Sector strategic plan (2003-10) has been formulated supported by a combination of
basket funding representing some 24% of sector funding and various parallel projects.

37 1t should be noted that efforts to establish an RGC scheme (either Priority Mission Groups (PMG) or Merit-Based
Pay Initiative (MBPI) are in place and that sme agreement on donor harmonisation has been reached previously.

% Projects can of course serve the purpose of piloting and innovation, both of which can be important
elements of any capacity development strategy. But too many pilots can easily overwhelm available
capacity, and their value will be lost if they are not embedded within the broader sector policy
framework, or if there is no mechanism in place to draw out lessons of good practice.
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e There is a functioning TWG that builds on a variety of coordination mechanisms that pre-dates
the set up of the TWG system. While it is one of the better functioning TWGs, its record in
coordinating development partners is mixed.

e The Ministry has now established an international cooperation department to try to better manage
external resources. However, much needs to be done to build its relationship within the Ministry
and to develop an effective information management system to capture the nature and extent of
external resources.

The challenges of developing capacity within the health sector are numerous, ranging from enhancing
core functions at the headquarter level through to the management of health facilities and delivery of
primary health care services.

e While significant progress has been made to train a cadre of health professionals, government
health facilities experience a high level of brain-drain to the private sector as well as to
development partner projects. The introduction of a merit-based salary supplementation scheme
similar to that of MEF is currently being considered.

e At the senior level, there is evidence of growing confidence and leadership in guiding the strategy
of the sector.

e Core functions especially procurement and financial management remain weak and currently,
development partner funding remains largely off-budget.

e According to the CDC data, 52% of technical cooperation to the sector is coordinated. However,
the Ministry itself lacks an overview of technical cooperation resources supporting the ministry
and to date there is no over-arching capacity development plan for the sector.

e Creates the opportunity for the RGC through the TWG system to assume greater
leadership and responsibility for the management of TC resources as a critical
input to organisational and sector level capacity development.

e Discourages potential predatory behaviour on the part of government departments
that might accept project support including technical cooperation for purposes of
personal gain (status, resource flows, financial incentives etc.) rather than for the
contribution to capacity development.

Technical Working Groups (TWGs) offer the obvious place to coordinate the
mobilisation and deployment of technical cooperation resources. As discussed later on,
TC for CD should be a standing item on TWG agendas, enabling an exchange among
RGC and DPs on matters of policy, strategy and operations/programming. The next
section of recommendations on improving capacity development work offers some
suggestions on the kinds of support / actions TWGs might be expected to play in this
respect.

This outline of the merits of coordination and collaboration raises a point to do with
maintaining the space for innovation and experimentation. In an effort to incorporate
harmonization and alignment objectives into the use of technical cooperation, care should
be taken not to raise harmonisation and alignment up to the level of a universal principle
or a panacea that can apply everywhere and at all times. Effective development depends
more than ever on the devising of a steady stream of creative and ingenious solutions and
the 2007 Aid Effectiveness Report itself makes reference to the need to retain diversity
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and innovation. Project modalities can still offer valuable space for testing out new
approaches or for providing complementary capacity development support that need not
necessarily be integrated into sector budgets, plans and programmes. Some of the smaller
development partners that are not major providers of development funds can offer in-kind
technical cooperation support that can be well-placed to perform these niche functions
and test out innovative approaches to implementation. While this scope for innovation
must be preserved, this is not to say that the current high level of project support in many
of the priority sectors is manageable or desirable.

5.2.3. Building RGC Capacity to design and manage TC

We round off this set of recommendations on the management of TC by listing some of
the broader capacity challenges the RGC will have to address so as to assume fuller
responsibility for TC management and governance.

Expanding the role of the CDC

Expanding the role of the CDC to oversee the process of TC management and providing
more support where possible to line agencies. An internal RGC TWG management
review conducted earlier in 2007 has set out an agenda for such a potential expansion. As
mentioned earlier, the RGC will function on the basis of mutual adjustment and
cooperative behaviour rather than hierarchical control. We see the CDC as well as the
Council for Administrative Reform (CAR) as key instigators on the RGC side of this
facilitation and support.

Developing the capabilities of line agencies

TC provision must increasingly focus on supporting more comprehensive and broad-
based organisational strengthening, not just on technical functions of ministries and
agencies. This will include support to human resource management and general
administration functions:

e Strengthening the human resource management function within line ministries in an
effort to encourage better planning and capacity development at the agency level.

e Strengthening the leadership and management skills of senior personnel of ministries
and departments.

e Strengthening in-house human resource development / training units.

e Strengthening the capacity of the Council for Administrative Reform to provide
overall guidance to public service capacity development and to support long-term
workforce planning.
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Developing public and private service resource providers

Developing a network of public and private service providers (tertiary institutions, private
consultancies, research organisations, NGOs) in the area of human resources
development and organisational development.

Considering the establishment of an independent monitoring group

A number of countries in Africa such as Tanzania and Mozambique have established
independent monitoring groups that review the performamce of both government and
development partners with respect to aid management and delivery. Such groups usually
are comprised of three members including a chairperson from the country, an external
participant and one other country member. In principle, the group has the legitimacy and
the independence to review progress, monitor commitments and suggest improvements.
They report once a year.

A number of CDC and development partner officials are familiar with this initiative and
could assess its relevance for aid management in the Cambodian context.

5.3.  Improving Capacity Development Practice

If the effectiveness of TC for CD is to improve in a meaningful way, then a concerted
effort will be need to be made to improve the conceptualisation, design, implementation
and monitoring of capacity development work. It is not sufficient to focus only on
reforming the management and governance of TC.

Helping to develop the capacity of partner organisations is in fact specialised and
complex work. This is not always recognised. Overall, a more thought-through approach
to capacity development work is advised. Since the principal aim of technical cooperation
is supposed to be to help develop capacity, it follows that appropriate attention should be
paid to the “how” aspects of capacity development. We think that more efforts need to be
made to further “unpack” current thinking and ideas on the subject in Cambodia.

In this section, we outline a set of issues and recommended actions for consideration by
the RGC and DPs for improving the practice of capacity development. A number of these
issues and recommendations are more specialised in nature and target those persons and
organisations that might have the direct responsibility for the conceptualisation, design,
execution and review of capacity development work. The RGC and DPs are advised to
proceed selectively and slowly with the adoption of these recommendations to avoid the
risk of overwhelming existing capacity and undermining government ownership of any
proposed new practices.
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Improving Capacity Development Practice
4 Discuss and Learn
v Improve Design
v Better TA Personnel
4 Centrality of Public service reform
v Develop Partner Capacity

5.3.1. Discuss and learn more about capacity issues

The recommendations in this report will hopefully contribute to a process of dialogue and
learning on technical cooperation and capacity development between RGC and DPs.
Capacity development - and the role of TC in supporting it - needs to be an on-going
agenda item that is addressed at policy, strategic and operational levels.

CDC should seize the opportunity together with its partners to take this agenda
forward. The TWG on Partnership and Harmonisation offers a venue for agenda
setting and steering the process but its success will depend on the discussion being
carried forward to the individual sector/thematic TWGs, which should ideally serve
as focal points for addressing TC for CD. It is equally important to ensure that
discussion on the role of TC for CD is linked to the wider discussion on public
service reform and that the CDC and CAR guide this process of dialogue (see further
below on public service reform).

The topic of TC for CD should become a standing item on the agendas of the TWGs
SO as to ensure that it receives the attention it deserves and that progress on tackling
issues raised and recommendations proposed in this report are regularly monitored
and reported on.

CRDB/CDC is also encouraged to develop a simple “tool box” comprising guidance
notes and instruments on capacity development and to maintain a simple website that
can serve as a resource / point of reference for the TWGs and the organisations they
represent. This will help ensure that the discussion maintains an operational focus.

Box 20: Possible Elements of a Capacity Development Tool Box

Short concept paper on TC for CD principles

In order to build consensus and shared understanding among partners, CDC is encouraged to produce
a short concept paper that sets out working definitions and principles regarding technical cooperation
and capacity development.
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Simple capacity assessment methodologies to facilitate CD discussion at sector / sub-sector levels
To assist stakeholders to undertake appropriate assessments of capacity, CDC could produce a short
guide on available methodologies setting out their potential uses. It should at the same time avoid
proposing a blueprint approach, by limiting options and emphasise customisation.

Data-base of good practice on TC for CD

It could prove useful for CDC to set up a data-base of good practice. This should not become a major
undertaking. It could involve commissioning short 5-10 page reviews of TC for CD experiences. This
could draw on work of different TWGs and help through practical illustrations to broaden awareness
and understanding of what works and why. Work could be carried out with a research institute or with
interns.

Overview of available TC instruments that can support CD work

CDC is encouraged to produce a short guide on TC instruments including different modes of TA
personnel. A glossary of terms should be included to help clarify the many different roles and
functions that TA can perform. Such a guide would help government partners to think more carefully
about the options available and to specify more accurately their needs. It could be used by members of
TWG in reviewing proposals for use of TC.

Guidelines on CD questions to raise in project/programme appraisal process

CDC could produce a set of guideline questions that can be used by TWG members and DPs in the
development and appraisal of TC programmes. The guideline questions could help provide an
orientation and offer a set of key questions that can be used in reviewing proposals for CD activities.
This would include issues related to harmonisation and alignment, but also questions asking about
how CD is understood, how activities are expected to support CD, justification for inputs and
indicators

Web-site
The above papers, tools and instruments could be lodged on a simple web-page on TC for CD housed
under the CDC home page on aid effectiveness.

e Reports on progress with implementing TC for CD reform could be prepared for
review at GDCC and CDCF meetings.

5.3.2. Improve the design of capacity development interventions

As in many other countries, both the RGC and its development partners have much to do

to improve the quality of capacity development work so as to ensure that TC responds

appropriately to its various capacity challenges. Various actions can be taken to improve

quality of capacity development interventions.

Overall, the RGC needs to be better able to:

e Set priorities for capacity development that are linked to national, sector and sub-
sector development objectives
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effectively diagnose the factors that constrain and enable capacity development,
including an understanding of the underlying factors that encourage or impede public
sector performance

propose principles for capacity development within which an appropriate role for
external partners can be identified. We would note at this point that we are uneasy
about the prospect of the RGC and its development partners devising a
comprehensive ‘capacity’ strategy, something that has proved unwieldy and
unproductive in other countries. But we do support the idea of establishing shared
principles that the RGC and its development partners can then use across a range of
circumstances.

In turn, Development partners need to be able to:

devise strategies and approaches for supporting what are often complex, and
sometimes politically sensitive change processes and to think carefully about the role
that TA personnel in particular might play in developing capacity above and beyond
the technical level at which they are presently focused.

remain engaged by investing in and support capacity development as an area of
specialised knowledge and practice, even as they progressively hand over
responsibility for the management of technical cooperation to their country partners.

Four areas of attention are proposed here:

Rethinking modes of engagement for capacity development in a post-
conflict/reconstruction context

Improving the Diagnosis and Assessment of Needs

Exploring a Broader Range of Capacity Development Strategies

Developing Appropriate Monitoring and Evaluation Systems

Re-thinking and shifting the modes of engagement between the RGC and development
partners

In general, there are four modes of engagement between countries and their development
partners. These are the following in descending order of external intrusiveness.

An intervention in which external intervenors take direct control of a particular
region, programme or activity. Such an approach is frequently used in war-torn
countries to impose order and security. This does not apply to Cambodia.

The “direct’ approach in which external intervenors diagnose and prescribe solutions
for the consideration of country managers. This has also been called the “tell and sell’
model. It assumes that there is a right answer to a particular problem and that the
external intervenor can find and/or implement it. The focus is more on product than
process. Country ownership and engagement may be ambiguous.
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e The ‘indirect’ approach asumes that country participants remain in logistical and
pyschological control of the activity. They work in collaboration with external actors
to jointly devise new solutions. There continues to be a focus on technical issues but
‘telling and selling’ does not predominate. Product and process are balanced.
Collaborative learning is emphasized.

e The *pure process’ approach pushes external intervenors towards process, facilitation
and support. TA involvement in technical issues declines and is replaced by an
emphasis on capacity development. The goal is to help country participants develop
the skills and attitudes to manage their own programmes.

Most TC-supported programmes in Cambodia will have elements of the last three
approaches. But the goal over the medium and the long-term should be to shift TC
interventions toward the indirect and the pure process models.

Improving the Diagnosis and Assessment of capacity development needs

Development partners and the RGC need to invest in a more thorough diagnosis of
capacity challenges and related contextual factors as a basis for designing appropriate
support programmes, including the right mix of TC inputs. This is especially important
because the nature and extent of capacity issues varies significantly. It is therefore
important to scope interventions accordingly. A proper diagnosis should be able to
distinguish:

e symptoms from causes

e short term versus long term actions

e issues that are of an individual, organisational, sectoral and broader societal
nature

e consider a broader range of CD factors, including issues within the organisation
that are non-technical, e.g. related to communication, motivation, management,
coaching/mentoring, administration, use of information systems etc.

e strengths and opportunities to build on versus gaps and weaknesses to tackle

e the formal versus informal

e issues that lend themselves to technical solutions versus those that might require
more political intervention

e factors that might encourage change versus factors that might constrain or block
change (sector dynamics, reform readiness, drivers of change).

Various tools exist that can help assess capacities and related contextual factors. Literally
hundreds of such tools and frameworks are available on the Internet, from development
partners, from other RGC departments and from consultants®. The challenge is to use

% A number of development partners have developed assessments instruments. Examples include: UNDP
(2006) Capacity Assessment Practice Note, UNDP New York; Europeaid (2005) Institutional
Assessment and Capacity Development, What, Why and How, European Commission.
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ones that are most relevant for particular situations and organizations. And also to use
such tools as an aide to judgement and assessment rather a replacement.

A capacity assessment methodology could serve different but complementary purposes:

e RGC - in dialogue with TWGs - should be encouraged to lead general capacity
assessments of their sectors in order to support the preparation of sector development
strategies. Such an assessment could be helpful in determining the scale and
magnitude of capacity issues and to set basic priorities around which external support
might be mobilised. This would serve primarily as a mapping and priority-setting
exercise.

e Thereafter more in-depth assessments could be undertaken as part and parcel of the
identification and formulation of projects and programmes. Clearly the focus and
extent of these will depend on the nature of the proposed programme and whether or
not a project or programme perspective is being employed.

e As part of programme implementation and monitoring, capacity self-assessments
could be used by stakeholders themselves to monitor change in capacity and
performance over time. In this context, an assessment would serve primarily as a
management and learning tool to help organisations guide their own CD process.

e Capacity assessments can also be used to establish baseline information against which
progress can be tracked over time. This can be helpful for external partners who need
to account for TC expenditures. (see further under M&E)

Exploring a broader range of capacity development strategies

We need to keep in mind that capacity development is a form of change. It can be
personal or organizational. It can be simple or complex. It can be short or long term. A
recent study has illustrated the range of different strategies that can be employed from
those which are more planned and technocratic to those which are more emergent and
informal.*® The suitability of any one approach might depend on the nature and degree of
complexity associated with the envisaged capacity development®.

Readers will note here that many conventional strategies in the form of capacity
development rely on the classic techniques of planned and intentionally managed change
— clear objectives, predicted results, scheduled activities. As the situation becomes
progressively more uncertain and conflicted, the more participants need to employ more
emergent, adaptive strategies that can deal with complex unprogrammable change. This

%0 Capacity, Change and Performance, draft report by the European Centre for Development Policy
Management, forthcoming.

* See Brenda Zimmerman, Curt Lindberg and Paul Plsek, EdgeWare: insights from complexity science for
health care leaders, 2001, p. 140
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need to consider a much wider range of capacity development strategies raises a series of
other questions:

e Whether incremental or more transformational change is appropriate?

e What mix of TC inputs is suitable and with what effect?

e What balance to strike between product and process (see box below)?

e What level of flexibility and openness should be provided for in the design?

e How to harmonise and align the TC inputs of different providers to ensure support of
a common CD/change process?

Box 21: Managing the tension between product and process

One of the main challenges in designing effective strategies for capacity development is managing the
tension between product and process. Current emphasis on performance measured in terms of tangible
outputs risk undermining a focus on the process dimensions of capacity development. Experience
confirms that an undue focus on product can undermine efforts to develop capacity and result in
capacity substitution. Yet an exclusive focus on process can be equally un-satisfactory as well as being
politically unacceptable on all sides. A balance between the two is needed.

Effective design does not imply over-design or rigid design. In some cases loose design
can be an advantage. Effective interventions are often associated with flexible and
iterative approaches such as rolling plans that recognise change and capacity
development as long term processes that cannot be easily predicted. This is especially
important in complex and politically sensitive environments where the momentum and
direction of reform can quickly change.

Box 22: GTZ’s Flexible Programming & Budgeting

Capacity development programmes supported by GTZ such as in the Land and Health sectors are
designed with a long term perspective in mind. A commitment to support a sector for as long as 10
years provides a framework within which two to three year rolling plans and budgets are developed.

Plans and budgets are quite flexible and considerable discretion is given to the team leader who in
consultation with the counterpart organisation can set programme priorities and re-allocate budgets on
the basis of emerging priorities and needs. This is believed to reinforce country ownership of the
cooperation programme.

GTZ advisors recognise the need to work at individual, organisational and system levels — this can
include engaging as a dialogue partner on emerging policy issues, testing out new instruments and
implementation modalities, linking different groups together to share knowledge and experience as
well as mentoring of staff.
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Developing Appropriate Monitoring and Evaluation Systems

Part of the challenge of capacity development work is devising a suitable framework for
monitoring and evaluation. Much capacity development work is process oriented and
long-term. Most deals with behavioural and intangible aspects of individual competency
and organisational capabilities that emerge often in unpredictable ways. Almost all deal
with both process and product or in some cases product as process. Capacity issues thus
do not lend themselves easily to conventional, results-based forms of measurement.

This reality presents a number of challenges:

From the point of view of accountability, it can be difficult to provide evidence of
impact and to demonstrate value for money or effectiveness of particular
interventions.

From the point of view of learning, it can be difficult to monitor change and progress
over time, to establish causality and to understand what works and why.

From the point of view of management, it can be difficult to provide practitioners
with real time information that can help then deal with daily operations.

And from the point of view of incentives and performance measurement, it becomes
difficult to define performance outcomes and result areas for TA personnel that can
be the basis for priority setting, work planning and performance appraisal. It is also
important to avoid perverse incentives that might encourage TA personnel to focus
on realising tangible results at the expense of contributing to less tangible and
measurable CD processes.

Part of good design is therefore developing an appropriate monitoring framework that
supports capacity development work. At the programming level, both RGC and
development partners should seek to:

Agree up front on the CD objectives and strategies that are to be used in a particular
intervention.

Define indicators that can best describe the kinds of changes in competencies,
capabilities and capacity that the intervention is expected to generate.

Specify the CD tasks and responsibilities that TA personnel are expected to perform
within their TORs / job descriptions.

Select appropriate monitoring and evaluation frameworks that can best provide
evidence of performance and results. In this regard, there are a wide variety of
monitoring and evaluation methodologies that can be used to measure capacity,
change and performance. Examples of some alternative methodologies are provided
in the box below:
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Box 23: Some Alternative Approaches to the M& E of capacity issues.

A variety of groups around the world have designed monitoring frameworks that are more suitable to
apply to capacity issues. Four examples are the following:

e Outcome Mapping by the International Development Research Center. This methodology
focuses on monitoring changes in participant behaviour.

e The Most Significant Changes approach which looks at both the intended and unforseen
consequences of capacity development interventions.

e Systems approaches to M & E which go beyond the conventional input, output, outcome
categories to look at systems change and development.

e Measuring Empowerment by the World Bank that addresses the way individuals, groups and
even whole countries develop the power to act and perform.

e A joint RGC-DP task force might collaborate on devising an appproach to the M&E
of capacity issues that could provide guidance to future efforts.

e The RGC and TWGs are encouraged to set up a simple mechanism to allow
potentially useful new approaches to capacity development to be documented and
disseminated. This would encourage the exploration of innovative practices while
ensuring that such experiences are fed into a wider learning process about what works
and what does not.

5.3.3. Improving the Effectiveness of TA Personnel

TA personnel perform many different roles and functions. Sometimes these are directly
related to capacity development but often they are not. This is not unique to Cambodia
and even here the role and required skills of TA are changing as programme-based
approaches are introduced. Our interviews confirmed the wide range of functions that TA
perform.

The ECDPM study on TA personnel likewise points to the wide range of functions that
TA perform, depending on the wider aims and objectives of the project/programme.*
The problem is that these functions are not usually well spelt out. In practice there is
often a conflation of roles. TA personnel whose main task is to develop capacity often
find their task ill-defined. Training of counterpart staff is often assumed to be the main
vehicle for capacity development. How TA personnel are expected to contribute to
organisational and system level capacity is generally not well explained.

*2 Land, T, 2007 Joint Evaluation Study of Provision of TA personnel Synthesis Report - ECDPM
Discussion paper #78
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Box 24: Different TA Roles and Functions

e Providing advice and influencing policy change and/or institutional reform

Assuring minimum functionality within a government agency to deliver essential
goods/services

Substituting for scarce skills in highly technical fields through gap-filling

Promoting dialogue and exchange between societal groups including conflict resolution
Managing fiduciary risk as a condition for financial assistance through budget support
Implementing discrete projects related to infrastructure development

Developing the capacity of staff, organisations and systems

The purpose and proposed roles and functions of TA should therefore be fully
discussed during the design of any intervention. The following set of questions
illustrates the kinds of issues that should be addressed:

Is TA justified at all and if so, to do what?

Is a single person sufficient or is a team warranted?

Is their contribution significant or marginal to the overall intervention?

What roles and functions should be performed and what tactics and strategies employed?
What contribution can TA personnel reasonably be expected to make, and how should
responsibilities for outcomes be shared with host organisation staff?

What sorts of performance indicators are appropriate?

e What kind of TA is most suitable ? long-term or peripatetic, international or national etc.?

It is important to be clear about the actual purpose of deploying TA personnel, in
particular whether a role is genuinely advisory or in-line. Being clear about the
purpose enables more accurate terms of reference to be drafted, ensures a better
match of potential candidates to the job, and helps establish more transparent
performance expectations.

A glossary of terms should be produced to help clarify the many different roles and
functions that TA can perform. It can also provide a common basis on which to
discuss strategies and needs between partner countries and external agencies, This
should in particular explain the various roles that TA can perform in relation to
capacity development.

Part of good design is however being realistic about what TA personnel can do within
the period of their assignment, as well as leaving space to permit the personnel
involved to adapt approaches as needed. The more politically and culturally sensitive
and far-reaching an intervention is likely to be, the more fundamental this principle
becomes. In most situations, TA personnel function at the margins of the political
process, as one facilitator amongst many of societal change.

Interviewees in Cambodia also remarked on the importance of picking the right person
for the job, and noted the difficulty of finding persons with the right profile, that combine
the needed substantive skills and knowledge, with the needed soft skills. The approach
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and attitude that TA personnel bring to the job, including sensitivity to cultural norms
was underlined on a number of occasions. Similarly, the earlier cited ECDPM study
identified the following as being crucial:

o familiarity with local context and government culture
o the overall attitude of expatriates and approaches that are non-didactic/dictatorial
e the ability to listen, learn, reflect, adapt previous experience and show humility

Process skills are also as important, particularly where TA is expected to play a change
agent or process facilitation role. In this respect, it is crucial that TA personnel fit into the
organisational environment to which they are attached and that they are able to build up
relationships of trust and respect. This was underscored on numerous occasions by
Cambodians. These become all the more important as the role of TA shifts from a
primarily “doing” role where substantive skills count to a support function where
communication, mentoring and facilitation are key.

Box 25: The Value of Proper Induction

The literature as well as practitioners interviewed recognise that the proper induction of TA personnel
is an essential step in the TA management process. Yet it does not receive the attention it deserves.
Countries tend to see this as the responsibility of the sending organisation. TA personnel note that it
would be helpful for receiving organisations to prepare better for the arrival of TA, and make the case
that induction is as important for counterparts as it is for prospective TA.

We did not focus to any real extent on the issue of the use of Cambodian TA. The
arguments for using national experts are well-known and revolve around contextual
knowledge, growing expertise, lower cost, opportunities for capacity development, ease
of recruitment and language skills. In a number of programmes we looked at such as the
PFM or the DANIDA National Livelihoods, much greater use was being made of
national expertise at all levels. We are assuming that the increasing use of Cambodian
consultants will be part of the larger shift on TC design and management discussed
earlier in this section.

5.3.4. The Centrality of Public Service Reform

We have already noted that TC can contribute to the strengthening of various state
capabilities, but responsibility for creating an enabling environment for retaining and
utilising Cambodian capacity must be a country responsibility. There are both political
and technical issues here, many of which are complex and long term in resolving.
Notwithstanding this, progress on the implementation of Cambodia’s public
administation reform must remain a priority.

51




TC can contribute in important ways to supporting RGC efforts to implement public
service reform, as illustrated in the PFM. But its ability to contribute to sustainable
capacity development across Government sectors is undermined where basic framework
conditions are wanting. Motivation, as a function of among others, pay, leadership and
appropriate forms of human resources management is critical here. Capacity development
work and the potential contribution of technical cooperation is easily frustrated in the
absence of appropriate motivation. Staff are not willing to learn, and may well moonlight
or engage in corrupt practices to increase income. Good staff are likely to seek greener-
pastures leaving an over-stretched core of loyal staff to attend to the demands of work
supported by less capable staff who may be underqualified for the posts they hold.

Good CD design and provision of quality TA personnel are no substitute for creating an
enabling environment for change and public service performance. Design of CD
interventions need to be considered as an integral part of public service reform.
Discussions on the sustainability of TC contributions to capacity development should
therefore be linked to wider discussions relating to underlying factors that encourage or
impede public sector performance. In so doing it would be appropriate to reflect how far
the task is one of capacity development or whether the attention of TC should instead be
focused on harnessing, motivating, and utilising existing capabilities within the system.

5.3.5. Improving the capabilities of development partners

The main focus of this report has been on the capacity of the RGC and the range of
improvements and techniques that may be useful in addressing capacity issues. The TORs
of this study do not extend to analyzing the cababilities of development partners
themselves to deal with these same issues. But their presence or absence remains a key
factor in inducing improvements in TC to Cambodia.

Box 26: Some Obstacles to Changing development partner practice

Power of funding imbalances the relationship

Desire to maintain own strategy and identity

Single projects more manageable

Lack of trust and concern about risk and corruption

Challenge of internal coordination and harmonization within the government system
Lack of delegated authority to enable more DPs to engage more flexibly
Differences on policy choices and substantive issues, not just approaches

Donors reluctance to communicate and share lessons/knowledge
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A good deal of experience is accumulating on this issue of improving development
partner capabilities. Part of the collective learning and coordination in the Cambodia case
may thus be in the area of development partner reform.*

5.4. Next Steps

The RGC and its development partners are already engaged in an on-going process of
discussion and experimentation on aid coordination. We see that as an activity of
adjustment and realignment that will continue as long as Cambodia remains a major
recipient of development cooperation. This process thus already has an agenda both
formal and informal. We have no useful detailed ‘next steps’ to suggest that the RGC and
DP participants would not already schedule on their own.

What we would suggest is a coordinated effort to give more systematic attention to
capacity issues. We have made specific suggestions to that effect in the report. What
needs to be done in our view are at least five things:

e To do more case work to get a more evidence-based sense of what works and what
does not in the Cambodian context. The principal value-added will be to identify
particular TC practices that can support CD and allow the broad set of
recommendations included in this report to be more effeciently prioritised and
structured.

e To pull these patterns together in a way that can generate some basic principles of
practice. This will include translation of the final text of this document, considerable
consultation, and broad-based efforts to build consensus across Government, in the
development partner community, as well as between the two.

e To discuss these principles and approaches at the Partnership and Harmonization
Technical Working Group in an effort to induce and guide more coordinated action
by both the RGC and its development partners. This could include developing some
method, possibly via the national budget exercise, to identify TC/CD requirements
(needs assessments, TC requirements and management/monitoring arrangements etc)
and to allocate resources efficiently. In the absence of other institutional
arrangements, the TWG could become the main hub for TC coordination at
sector/thematic level (as envisaged in the TWG Guidelines).

e To include more explicit reference to CD in the JMIs as an indicator of the increased
importance placed on this issue as well as to underline a mutual realisation that other
priority objectives will not be achieved without strengthened CD support.

* For an example of some of this experience, see OECD/DAC Working Party on Aid Evaluation, Donor
Support for Institutional Capacity Development in the Environment: Lessons Learned, 2000. This
document was drafted mainly by Dr. Andrew Wardell, currently the Counsellor-Development at the
DANIDA office in Phnom Penh.
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e Consider the meritis of introducing some form of independent monitoring exercise to
review progress on CD as part of the broader aid effectiveness agenda and the mutual
accountability commitments that are included in this work.
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Annex 3 — Terms of Reference

A STUDY ON THE PROVISION & MANAGEMENT OF TECHNICAL COOPERATION AND ITS
IMPACT ON CAPACITY DEVELOPMENT IN CAMBODIA

TERMS OF REFERENCE
SEPTEMBER 2007

I Background

1. The development of national capacity and the strengthening of national systems are
major components of the Royal Government's Rectangular Strategy. They are also
fundamental to the successful delivery of the NSDP targets and Government's associated
core reform programmes. In this context, development assistance that is provided in the
form of technical cooperation (TC) is intended to make a direct and significant
contribution to the development of national capacity and to the delivery of the NSDP
objectives. Technical cooperation is therefore a critical component of the development
assistance that is provided to Cambodia.**

2. Recent studies undertaken globally as well as in some partner countries have shown that
technical cooperation has not had the impact that is intended, or, at the very least, has
not provided sufficient evidence of results when measured in terms of sustainable
capacity development. In Cambodia, recent evidence has highlighted the extent of the
challenge that exists with respect to: (i) making technical cooperation demand-driven and
effective; and (ii) establishing systems to ensure that effectiveness is measured and
monitored.

3. Three considerations in particular have combined to result in a decision by Government,
in concurrence with its development partners, to undertake a study that will consider the
provision, management and impact of technical cooperation.

a) A Government-Donor study in 2004 found that approximately half of all ODA was
spent on technical cooperation (12.7% for international staff, 11.8% for training,
8.2% for operations/equipment, 8.1% for national staff, and 2.5% for monetary
incentives). The two main findings of the study, first that evaluation is severely
constrained by data quality and, second, that little of a qualitative nature can be
said with certainty about the use, management arrangements or impact of
technical cooperation, remain highly relevant.

b) In November 2006, a meeting of development partners revealed that different
views were held regarding the provision, mandate and management of technical
cooperation. CDC, as the Government aid coordination focal point was requested
to undertake a study and at the June 2007 CDCF meeting a joint development
partner statement observed that, "we welcome the planned government review of
technical cooperation and commit to engaging fully in this process".

c) Prior to commissioning a more detailed review, preliminary analysis was
undertaken for the 2007 Cambodia Aid Effectiveness Report. The findings of the
2004 study were broadly confirmed as the Aid Effectiveness Report found that,
although data quality remains a concern, approximately 50% of ODA (i.e.
equivalent to USD 275 million) is dedicated to technical cooperation, as
compared to an average of 20% across all Least Developed Countries (LDCs).
Complementary qualitative reporting from the Technical Working Groups also

“4 See Section Two for a definition of technical cooperation that will be used for the purpose of this exercise.
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suggested that the introduction of sector programmes has indicated some
duplication and overlap in the provision of technical cooperation in some sectors.
Associated ambiguity and uncertainty in management arrangements and
reporting lines had, in some cases, been the source of the increased tension
reported by development partners in November 2006.

4. In the context of its broader aid management policy, which advocates closer partnerships
and more programmatic forms of aid based on NSDP priorities, the Government now
wishes to lead a process, with its development partners, that will provide a common
understanding, and a concrete way forward, for improving all aspects involved in the
provision, management and monitoring of technical cooperation. This study is therefore
intended to facilitate a partnership-based process that develops an enhanced common
understanding of TC design, provision, management and impact that, in the context of
increased use of programme-based approaches, will result in TC support making a
greater contribution to the development of national capacity.

5. This Terms of Reference therefore sets out an approach for the retainment of two
international experts, under the direct supervision of the CRDB/CDC Secretary General,
and working closely with government institutions and development partners, to undertake
a study that will provide an overall assessment of the situation and inputs that are
necessary to facilitate the formation of a Government policy guideline on the provision,
management and monitoring of technical cooperation for development results.

1. Definitions

6. For the purposes of this exercise, and consistent with OECD/DAC terminology, technical
cooperation is defined as follows:

"The provision of know-how in the form of personnel, training, research and associated
costs... covering contributions to development primarily through the medium of education
and training... whose primary purpose is to augment the level of knowledge, skills,
technical know-how or productive aptitudes of the population."*®

In the case of Cambodia, technical cooperation is understood to include, but not be
limited to:

a) International and national staff paid from ODA resources and engaged on either a
long or short-term basis;

b) In-country or overseas training of either a long or short-term nature;

c) Operational support, the provision of equipment and other resources intended to
support the implementation of projects or programmes that are designed to build
and augment the capacity of Government; and

d) The provision of monetary incentives to Government staff associated with the
implementation of a project or programme that is designed to build and augment
the capacity of Government.

7. To ensure that a comprehensive, coherent and accurate understanding of technical
cooperation provision is developed, all forms of technical cooperation will be considered
in this study.”® In particular, the study will consider the extent to which TC design and
provision is premised on national demand based on a fully-developed capacity

> See OECD/DAC Statistical Reporting Directives (2007), paras 40-44.
“ The provision of monetary incentives should be considered only as context as separate review processes are taking
place with regard to pay reform and the use of incentive and performance schemes.
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assessment/strategy and how this has informed the design and delivery of technical
cooperation support as well as contributing to development results.

M. Objectives

8. The primary rationale for the use of technical cooperation in Cambodia is to contribute to
capacity development.*’ Development partners have collectively noted the link between
ownership and capacity development and have observed that country ownership of
policies and programmes is premised on the capacity to exercise it.** Arrangements for
providing technical cooperation must therefore be increasingly associated with enhancing
Government's ability to develop the capacity to exercise effective ownership over its
development programme. The provision and management of TC in Cambodia also needs
to be understood and analysed in the wider national context and policy/political
environment, taking full account of the institutional setting, human resources, incentives,
ownership and leadership on government and partner sides, all of which contribute to the
enabling environment.

Objective 1: Improved understanding of current and emerging
practices/mechanisms related to needs identification, provision, management and
monitoring of TC

To learn more from both development partners and Government about the current
arrangements and practices for providing technical cooperation. This will include a
reflection on all stages from needs identification through to evaluation of technical
cooperation, and its contribution to capacity development.

9. In the context of the Paris Declaration and the establishment of national aid management
initiatives, Cambodia is moving towards new forms of support that are informed by the
development of sector development plans and a more partnership-based approach to
supporting sector programmes. In the context of these new aid modalities and new
approaches to partnership, including through Budget Support, it is reasonable to suppose
that approaches to technical cooperation must also be tailored and adapted so that they
are compatible with these new modalities. By exploring both positive and negative
contributory factors, a consensus may be established on how to design and manage TC
in a coherent, rational and cost-effective manner in accordance with a sector strategy that
includes an assessment of capacity needs.

Objective 2: Evaluation of the capacity development impact of TC
practices/mechanisms

Focusing on a limited number of sectors, to explore emerging practices at sector
level that are informed by programme-based approaches and to provide guidance
— and examples of good practices and the subsequent results - on how technical
cooperation activities may be designed, delivered and managed effectively in the
current environment and context.*

10. Effective ownership of development assistance can only be realised if there is sufficient
information about the scale and composition of development assistance. To facilitate the
gathering of more accurate and detailed information about the use of technical

“ For the purposes of this study, capacity development is to be defined in the context of the 2006 OECD/DAC Reference
Document, "The Challenge of Capacity Development: Working Towards Good Practice” (page 12).

“8 See OECD/DAC (2006), 'The Challenge of Capacity Development', para 11

9 A "sector" is, in this instance, intended to mean a well-defined body or programme of work related to the functions and
responsibilities of a ministry, or a group of ministries, supporting the implementation of a sector strategy or reform
programme. After a relatively broad initial consultation, the exercise will be focused on sectors or reforms to be
identified by the P+H TWG sub-group on TC.
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cooperation resources in the future this study will briefly consider the constraints that
currently limit data availability and reporting.

Objective 3: Promoting Evidence-based TC Management

To identify and briefly consider the constraints faced by development partners in
providing accurate technical cooperation data and to briefly consider practical
measures that can be taken to address this situation.

11. Concern related to the use of technical cooperation resources has been a longstanding
concern of both Government and its development partners. Based on the findings of the
2007 Aid Effectiveness Report and discussion at the June 2007 CDCF meeting, it is
necessary to develop a common understanding on matters related to the use of technical
cooperation as a basis for developing policy guidance on the future use and management
of technical cooperation resources.

Objective 4: Recommendations on TC needs identification, provision, management
and monitoring

Based on the findings of the study, make specific recommendations for
establishing a nationally-led process for identifying technical cooperation needs
and for managing all aspects of technical cooperation provision, management and
monitoring.

\VA Scope of Work

12. Informed by the objectives described above, the consultants are required to build on and
take forward what is already known about technical cooperation in Cambodia.”® After a
relatively broad initial round of consultations, the scope of work will be limited to identified
sectors (based on dialogue with the sub-group of the Partnership & Harmonisation TWG).
The consultants are required to consider, report and make recommendations that can be
used as inputs to a Government policy guideline that are based on the following
considerations:

a) Information Management - taking into account the utility of collecting and
analysing data, describe the impediments to more complete and accurate
development partner reporting of technical cooperation.**

b) Levels of Technical Cooperation — based on global best practice and analysis
already undertaken at the national level, offer some guidance — with appropriate
qualifications — regarding the current levels of technical cooperation at both
aggregate and sector levels. This should take account of the use of technical
cooperation in programme-based approaches and the manner in which it may
complement other aid modalities (for example, budget support, which is expected
to commence in 2007/08).

c) Design of Technical Cooperation support programmes — consider the nature of
the preparatory process that precedes the delivery of technical cooperation
support. In particular, the study should assess the extent to which Government
leads or manages the production of a coherent 'sector-wide' approach to capacity
development that then informs the design of technical cooperation programmes
and the selection/mix of related inputs.

%0 See the list of attached references and readings to gauge what is already understood about technical cooperation in
Cambodia as well as further afield.

! Reporting is intended to be undertaken accordance with the questionnaire used to prepare the Aid Effectiveness Report
(see AER, Annex Three, questions 20 and 23)
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d)

e)

o))

h)

Provision of Technical Cooperation — informed by interviews and existing data,
summarise and assess current practices before proposing measures that would
strengthen procedures for identifying technical cooperation needs and for
increasing Government participation in the needs assessment and design and
development of technical cooperation programmes (including the recruitment and
procurement of technical cooperation goods and services). Technical cooperation
provided in the context of a Project/Programme Implementation Unit (PIU) should
be included in this analysis, together with some reflection on the appropriate mix
of technical cooperation activities and associated inputs such as incentives and
salary supplementations. A reflection on experience in the use of South-South
cooperation is particularly encouraged.

Management of Technical Cooperation — based on interviews with Government
and development partners, describe the range of management practices that
currently exist between and amongst Government ministries/agencies and
development partners. Identify both desirable and less desirable practices,
consider the basic components of a technical cooperation package in the current
partnership-based aid environment (including the 'soft skills' that effective
technical cooperation may require), provide recommendations on how good
practices might be replicated, under what conditions they might be transferable
and under what conditions nationally-led management might lead to more
effective use of technical cooperation resources. A particular focus should be
placed on the management of technical cooperation in sector programmes,
including on the use and experience of using coordinated or pooled technical
approaches. A discussion of the range of reporting line and management
arrangements, i.e. to whom they are accountable, would also be welcomed,
especially with regard to effects on ownership and implementation.

Monitoring the Performance and Impact of Technical Cooperation - based on
interviews with Government and development partners, describe the range of
monitoring arrangements that currently exist. Identify both desirable and less
desirable practices, provide recommendations on how good practices might be
replicated, under what conditions they might be transferable and under what
conditions nationally-led monitoring arrangements might lead to more immediate
impact and to more sustainable capacity. When considering impact, the
consultants are to comment on issues related to both short and long-term
monitoring as well as to sustainability and the relationship between sector work
and the Government's core reform programmes. Examples of where technical
cooperation support has played a strategic, but more difficult to monitor,
facilitating and bridge-building role should also be considered. Evidence
emerging from Government and development partner evaluations that have been
undertaken should also be reflected, together with an indication of how these
evaluations have been used to inform policy and practice.

Identifying Good Practices and Those That Require Reform — the Aid
Effectiveness Report demonstrates that the development partnership in
Cambodia is robust enough to withstand direct but objective observations
regarding good and bad practices, whether they be on the part of Government or
development partners. The consultants are therefore encouraged, where
appropriate, to make use of local examples that address the use of technical
cooperation in programme-based approaches, the use of PIUs and reporting
arrangements. They are also to consider the role of complementary inputs,
including salary supplementations and incentives, to the successful
implementation of technical cooperation projects and programmes.

Maximising the Benefits of an Independent Exercise — it is emphasised that the
consultants are asked to provide inputs to a Government Guideline that will be
taken forward in dialogue with development partners, not to draft the Guideline
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itself. They are therefore mandated by Government to make full use of their
independence in undertaking this exercise so that they may bring to bear all of
their global expertise and experience. These principles should inform the
production of a set of recommendations that objectively describe the current
environment in Cambodia and the full range of steps that might be taken to
maximize the capacity development impact of technical cooperation.

V. Methodology

13. The exercise will apply global lessons and best practices in the management of technical
cooperation. This includes, but is not limited to, the OECD/DAC 2006 Good Practice
paper. These global practices and principles will be applied to the context of Cambodia
as represented in documents provided to the consultants and through the interviews that
they conduct.

14. The consultants will conduct their own desk research for three days prior to the beginning
of their mission. They are expected to make use of contextual material including desk
reviews and evaluations provided by Government as well as based on their own research,
and are required to identify the source of any data or other assertion made in their report.
Government ministries and development partners are encouraged to provide documents
to the consultants (via CRDB/CDC or the P+H TWG sub-group to ensure efficient
document management). These may include evaluations or studies specific to the
provision of technical cooperation in Cambodia. Global references are not required as it
is assumed that the consultants already have access to the material.

15. During the first week of the study the consultants, together with their CRDB/CDC
counterparts, will hold a broad range of preliminary interviews with Government,
development partners (both individually and through the TWG structure). Based on these
initial consultations, and in dialogue with the TC sub-group of the P+H TWG at the
inception report stage, a decision will then be taken to focus on particular sectors and
thematic areas (such as the main reforms). This will enable a more detailed
understanding of a more limited subject area to be developed.®* At a minimum, initial
consultations will be held with the following sectors and the principal associated
development partners: health, education, agriculture & water, PFM, decentralization &
deconcentration, public administration reform, land, and legal & judicial reform.

16. The main source of information for the study is to be:

(i) The views of Government officials and development partners, nuanced
appropriately by the consultants in their final report;

(i) Based on dialogue at the inception stage, a more detailed consideration of TC
mechanisms and their impact in identified sectors and thematic areas;

(iif) A Review of policy documents, Government and development partner reports;

(iv) International studies and reports.

Interviews with personnel — both Government and development partners — who are
directly involved in technical cooperation programmes, the implementation of
programme-based approaches and the management of core reform programmes are
particularly encouraged, as is the use of TWG structures. Government and development
partners are requested to provide names and contact details of proposed interviewees to
CRDB/CDC, together with all relevant documentation (case studies, evaluations etc).>

%2 The identification of sectors may also be informed by the Global Study on TC, currently being prepared and led by JICA
on behalf of five other development partners.
%% please email proposed contacts and documents to Ms HEANG Kanelle at heang.kanelle@crdb.gov.kh
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VI.

VII.

17.

18.

19.

20.

21.

As noted in the scope of work, the consultants are to submit the final report based on
their own views, incorporating those comments that they deem relevant. While applying
global experience the consultants are required to ensure relevance to the Cambodia case
to provide inputs and recommendations that will enable the national dialogue on technical
cooperation to move forward.

Outputs

The following outputs, which are to be guided by the Objectives and Scope of Work
identified above, are required:

a) A 3-4 page inception report, to be presented to, and discussed with, a sub-group
of the Partnership and Harmonisation TWG, no later than five working days into
the three-week assignment. (Based on this report, the sub-group and the
consultants will identify and agree the main sectors and areas of focus for the
remainder of the exercise).

b) Present and discuss the key findings of the study in a meeting of Government
and development partners (last 2 days of the mission).

c) Submission of a final report based on comments received from Government and
development partners (one week after the mission).>*

Management Arrangements

This exercise, and the report that will be produced, have been commissioned by the
Government, in consultation with the Partnership and Harmonisation (P+H) TWG, which
has included this work in its Annual Workplan. The principles included in the TWG
Guideline will therefore apply to the conduct of this exercise. CRDB/CDC will lead the
exercise on behalf of Government and will be responsible for its overall management.
The consultants will be managed by, and will report directly to, the Secretary General,
CRDB/CDC.

Development partner inputs at all stages are strongly encouraged and will be managed
through the P+H TWG lead development partner co-facilitators (DFID and UNDP). To
ensure that the exercise is sufficiently partnership-based, a focus group of Government
and development partners will be formed as a sub-group of the P+H TWG.
Acknowledging these principles of partnership, the focus group will be facilitated by the
P+H TWG lead facilitators and will report to the P+H TWG Chair. The group will
comprise no more than 6 persons representing development partners, who will be
nominated by the development partner community. Government participation will include
CRDB/CDC and will be open to other Ministries and agencies.

The focus group will not be required to prepare its own Terms of Reference but its role
and function will be to facilitate dialogue on this Terms of Reference, to meet the
consultants at the inception stage, to discuss the findings of the draft report (based on
views received from other stakeholders), to provide comments to the P+H TWG Chair,
and to support the organisation of the meeting to discuss the draft report (if held). The
group’s work will be concluded once the meeting to discuss the draft report has been
held, at which time CRDB/CDC, in dialogue with the full P+H TWG, will deliberate on the
next steps to be taken.

** The Report will then become a Government document and, if appropriate, will be used as an input to develop a
technical cooperation guideline.
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22. At least two qualified CRDB staff will be assigned full-time to work with the international
experts for the period of the study. To ensure some sustainability in the exercise the
consultants are kindly requested to maximize all ‘'learning by doing' opportunities
associated with this exercise. In particular they are asked to work closely with
CRDB/CDC staff at all times, to coach and mentor their counterparts, to provide briefings
to CRDB/CDC staff regarding the nature and purpose of the exercise, and to ensure that
CRDB/CDC staff play a full part in interviews and analysis (and in the drafting of the
report to the extent that it does not compromise the consultants own independent views).

23. The study will be implemented over a four-week period (three weeks for the experts
spent in Cambodia), commencing 8 October 2007, by two independent consultants,
supported by two officials of CRDB/CDC, the Government agency responsible for aid
management.
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