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Abstract

During the last two decades the CIS countries have received very significant amounts of tech-
nical assistance from international development organizations and bilateral donors. While this has
played a positive and important role in the transformation of these societies, practically all stake-
holders currently share the opinion that many problems have accumulated in the area of technical
cooperation with CIS countries. This paper intends to outline these problems, analyze their under-
lying reasons - including the changing environment for technical cooperation in the CIS - and the
interaction of the interests of beneficiaries, donors and providers in the process of implementing
technical cooperation projects. The analysis suggests that a good understanding, recognition and
coordination of the interests of all TC stakeholders and a reduction in the information gap between
the various participants in the technical cooperation process are necessary for improving the effec-
tiveness of technical cooperation.
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Introduction

The technical cooperation/assistance between the European Union (EU) and the countries of
the former Soviet Union, which are now members of the Commonwealth of Independent States
(CIS), is one of the key links between these two groups of countries. In the 16 years since 1992,
the European Commission and individual countries-EU members have allocated significant re-
sources for technical cooperation with CIS countries. On the recipients’ side, technical cooperation
has influenced many government and civil society institutions and contributed to the building of
human capacity in these countries. Of course, the EU is not the only supplier of technical assis-
tance to the CIS. International financial organizations (especially the World Bank, the International
Monetary Fund, the Asian Development Bank, the European Bank for Reconstruction and Devel-
opment), the United Nations Development Programme and other UN agencies, as well as the gov-
ernments of the United States, Japan, Switzerland, UK, Canada, Sweden, Germany, Netherlands
and other European countries have played a very important role in technical cooperation with the
CIS.

16 years is a long period of time, and both the EU and CIS have changed dramatically in terms
of their political, economic, social and human development. EU expansion from 15 to 27 countries,
the unprecedented economic decline in CIS countries in the first half of the 1990s and their robust
growth in the 2000s and the intermittent growth and fall of democratic and authoritarian trends in
many CIS countries are some examples of these dramatic changes. Ideally, TC process should
follow such changes quickly enough in order to be able to meet the current demands of donor and
recipient societies for institutional and human development. In practice, however, this has not been
always the case. This has been an important cause for growing dissatisfaction with TC perform-
ance and has been noticeable among all TC stakeholders: donors, providers and recipients.

The CIS is not the only region in the world where the performance of the TC is widely consid-
ered to be unsatisfactory. During the last 15-20 years the global development community has
been discussing TC problems, paying a great deal of attention to its concepts and capacity devel-
opment, as well as to the technologies of TA delivery. Very often these discussions have been
based on experience of TC with developing countries in other parts of the world. While these is-
sues are also relevant for the CIS, it seems that in the context of this region another facet of TC —
TC stakeholders’ interests and how they interact — has not received enough attention. The politi-
cal economy of TC is an important determinant of TC performance in transition countries. The ef-
fectiveness of TC seems to be heavily dependent on the interests of TC stakeholders and the in-
centives for recipient countries to introduce real changes in their institutions in response to the TC
supplied. One could argue that the opportunity itself of joining the EU within a relatively short pe-
riod of time, which has been broadly perceived as an attractive prospect for both societies and el-
ites in almost all the former Soviet Bloc countries, has made the countries of Central and Eastern
Europe’ much more responsive to the models supplied in the TC framework than CIS countries,
which have never had such prospects as real policy options. This also suggests that the external
environment and availability of various development models are key factors influencing TC effec-
tiveness.

This paper explores the existing problems of TC with the CIS countries and discusses possible
solutions to them. Section 1 of the paper provides a review of the relevant TC-related literature.
Section 2 contains statistical data on the amounts and patterns of TC flows to the countries of the
CIS. Section 3 reports on the results of a stakeholder survey on TC performance in these coun-
tries. Section 4 discusses possible links between TC problems and some of the deeper political,
economic and social changes taking place in CIS countries and in their vicinity. Section 5 ad-
dresses issues of TC’s political economy, which seem to be the reason for many TC problems. Fi-
nally, Section 6 identifies some possible ways for improving the performance of technical coopera-
tion in the CIS context.

The authors would like to express their gratitude to Elena Rakova and Magda Rockicka, who
provided valuable input in the development of this paper.

! Which experienced transition problems in early 1990s somewhat similar to that of CIS.
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1. Literature Review

Despite the fact that TC has quite a long history, dating back to the 19th century when coun-
tries started to seek to enhance their capacity by bringing in experts and technologies from more
developed countries, its effectiveness, efficiency and sustainability only really became subjects
dealt with in the development literature in the 1980s and 1990s. This was mainly related to a grow-
ing dissatisfaction linked in the main to an inability to achieve the goals TA set out to achieve. The
debate within the international development community is ongoing and an increasing number of
concepts have been developed, but the consensus exists that overall TC often fails to achieve its
goals and that this area of development should be reformed. The evolution of the main strands of
the literature and the concepts are presented below.

The 1980s majority of papers on foreign aid have been to date largely devoted to aid effec-
tiveness in general (see, for instance, Cassen et al, 1986), or consideration of separate micro as-
pects of TC effectiveness: individual experts, student needs, etc. (Morgan and Baser 1993). At the
beginning of the 1990s a more comprehensive debate on TC, with a focus on macro issues such
as governance and institutions, started to emerge. The donor system was criticized by Jolly (1989),
for example, and his paper can be considered a starting point for systematic rethinking of TC. In
1991, the OECD replied to Jolly’s criticism publishing “Principles for New Orientations in Technical
Co-Operation”, which set out new directions for donors to assist recipient countries to develop
long-term solutions for development problems.

In 1993, the UNDP launched the initiative on Rethinking Technical Cooperation. The first re-
port was prepared by Berg in 1993. The author concluded that the ineffectiveness of TC was
driven by an inability to strengthen local capacities and local institutions in order to achieve greater
self-reliance in the recipient countries (Berg, in Oxford Policy Management, 2003). Morgan and
Baser (1992) analyzed how to make TC more effective using new approaches by the international
community. They argued that the main issues in TC were lack of sustainability and capacity build-
ing.

The work has subsequently been continued and in 2001 the UNDP launched an initiative
known as 'Reforming Technical Cooperation for Capacity Development', based on a multi-
dimensional review of the role of TC in capacity development. The UNDP commissioned a series
of background papers and studies on the aspects of how TC impacted capacity development.
These articles considered the role of TC from a different perspective and contained country studies
from different regions. Importantly, that there were several other initiatives aimed at the creation of
development portals where a debate on the effectiveness of TC was continued. In 2005, donors
signed the Paris Declaration on Aid Effectiveness in order to harmonize aid procedures and sys-
tems and to use country systems and procedures. Donors’ efforts thus made some modest pro-
gress in improving TC effectiveness, although challenges still remained (OECD, 2008).

Besides papers covering TC from a general theoretical perspective, there have been a pleth-
ora of country studies where TC projects are assessed for one or group of countries, either for total
TC or for specific sectors or donor. For instance, the ADB (2001) evaluated the sustainability of
policy reforms through selected advisory TA projects. Adhikari and Duncan (2007) conducted spe-
cial evaluation studies on the performance of ADB technical assistance in 5 countries. GTZ (2001)
assessed 7 technical cooperation projects. The UNDP reviewed technical cooperation in Vietham
for 19942000, for example, and there are many other country and donor project studies (UNDP
2001, IMF 2005, DFID 2006). Basically, all donors conduct evaluations of their programs and the
results of these evaluations have contributed significantly to the development of TC theoretical
concepts.

It is worth mentioning that in spite of the vast literature on the topic, there is almost a complete
lack of studies into TC'’s effectiveness and its impact on CIS countries, which became some of the
main recipients of TC in the 1990-2000s (for Kyrgyzstan, only Cukrowski et al (2002) undertook an
assessment of TC in terms of capacity development). This is even more significant given that the
institutional environment and local capacity in the former Soviet republics are quite different from
those of African or Central European countries.

A similar problem is observed with the statistical data on TC. The most comprehensive and
frequently used source of information is the OECD database, however this does not present the full
picture since it mostly covers TC provided by bilateral donors. One widely known guantitative re-
view of statistical evidence on TC flows was prepared for the period 1969-1999 by Baris and
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Zaslavski (2001). More recent works (e.g. Oxford Policy Management, 2003) either cover a much
shorter period or refer to the work of Baris and Zaslavski. Quantitative reviews of TC have demon-
strated a drop in TC in the poorest countries and also a drop in TC per capita for Sub-Saharian Af-
rica and LDCs. Richer countries were also shown to receive the greatest portion of assistance in
the form of TC. Finally, the majority of TC is provided by a small number of donors (United States,
France, Germany and Japan) and TC is mainly concentrated in the social sector.

Returning to the debate on TC'’s effectiveness, researchers tend to share a mostly negative
overall assessment. The central reason for this is that technical assistance is donor-driven, discon-
nected from recipient country needs and market principles (Oxford Policy Management, 2003).
More detailed concepts regarding TC, its deficiencies, reasons for them and possible solutions are
presented below.

Based on several works, it is possible to summarize the most frequent criticism of TC (Berg,
1993, Morgan and Baser 1993, Parr, Lopes and Malik 2002, ActionAid International 2006):

— Technical assistance is imposed from the donors’ side without adequate needs assess-
ment, involvement of beneficiaries into the project design and implementation;

— Unrealistic timeframes with a focus on short term goals;

— Over-reliance on external consultants and the tying of aid to donor country suppliers;

— Weakening local capacity and ownership by establishing parallel structures in government
bodies and paying salary supplements;

— Ignoring cultural and social peculiarities;

— Focusing on gap-filling and as a result having a non-sustainable effect.

Different authors suggest different explanations for these weaknesses and present numerous
recommendations as to how the development industry can be reformed. For instance, Morgan
(2002) claims that since the outset of the Marshall Plan new approaches to TC have emerged and
that this has been a major factor leading to negative performance of TC in recent years. The main
differences between the old and the new approaches center on financing through the budgets of
developed countries, accountability of international development organizations to domestic stake-
holders - but non-local clients - and the provision of TC in project form. In effect, the current form of
the TC industry is quite different from the traditional TC flows based on voluntarily exchange be-
tween private actors.

Ajayi and Jerome (2002) consider the TC experience from a market perspective, focusing on
the factors influencing its demand and supply. They show that the major features and imperfec-
tions in TC are caused by 3 main factors. Firstly, the low costs of TC for donors and recipients pro-
vide minimal incentives to economize. Secondly, the tied nature of aid leads to either excessive
demand or oversupply of assistance. Finally, information asymmetry (TC performance is quite diffi-
cult to measure) between the main stakeholders may lead to moral hazard, adverse selection and
hidden action.

The interrelation of TA, ownership and accountability are covered in the works of Singh (2002)
and Hauge (2002). Singh (2002) looks at all groups of stakeholders engaged in the TC process
and analyzes what advantages they may have from expanded ownership. Hauge (2002) examines
what mechanisms exist to manage aid resources in the context of neither donors nor recipients
having traditions to admit.

Reforming TC is also extensively discussed in the development literature and almost all pa-
pers devoted to the issue end up providing recommendations on how to reform and strengthen the
impact of aid. According to Oxford Policy Management (2003: 8), recommendations can be divided
into 2 broad categories. The first is comprised mainly of suggestions on how to improve the per-
formance of TC by employing mechanisms such as IT, monitoring and pooling, while the second
category is more comprehensive and relates to fundamental changes in the TC relationship. This
includes intrusion of market-based mechanisms, increasing country ownership and a demand-
driven approach, integrating TC into national systems and budgets.

A comprehensive approach to TC reform is presented by Oxford Policy Management (2003).
The authors go beyond the usual discussion of TC as an aid instrument and focus rather on how to
make markets for advisory services more effective and at the same time strengthen or build the
capacity of recipient country governments to procure and manage their TC needs more effectively
(Oxford Policy Management 2003: 36). In other worlds, ideally this means a process in which the
governments of recipient countries have the capacity to articulate their needs and can purchase
TC expertise and advisory services using their own budgeting and procurement systems.
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Applying this new vision would depend heavily, firstly, on recipient country capacity and, sec-
ondly, on changes in the donors’ TC provision practices. The most important preconditions for im-
plementation of this vision are aid untying and building capacity in the governments of recipient
countries. Finally, it is necessary to overcome obstacles within donors’ organizations and from the
recipient side.

Summing up, an intensive discussion on how to reform TC has been ongoing since the end of
the 1980s and has resulted in a vast literature analyzing the reasons for TC'’s inadequate perform-
ance and presenting recommendations for further reform. In spite of the achieved consensus on
the ways it should be reformed, the majority of researchers and donors agree that progress has
been rather modest and huge challenges still remain to make TC a more effective source of devel-
opment progress.

2. Dynamics of TC flows to CIS countries

TA is provided by various bilateral and multilateral donor agencies, has different recipients
(beneficiary countries’ government agencies, civil society organizations) and management modali-
ties (implemented by donors, TA providers, recipients themselves etc.). As a result, information on
TC flows produced by different sources is heterogeneous, with various definitions of TC, time- and
recipient-type coverage and country and sector disaggregation. Information on TC provided by
multilateral organizations is particularly fragmented; in some cases these organizations do not
have reporting systems providing a breakdown of their TA by recipient country and sector (see,
e.g., IMF, 2005). Therefore, it is impossible to draw any comprehensive TC picture by summarizing
data from the separate reporting systems of different donor or recipient countries and organiza-
tions.

In recent years the OECD has made efforts to harmonize reporting systems of donors related
to official development assistance and official aid, including technical assistance. The OECD pro-
posed the definition of TA used in this paper: “Technical cooperation is defined as activities whose
primary purpose is to augment the level of knowledge, skills, technical know-how or productive ap-
titudes of the population of developing countries, i.e., increasing their stock of human intellectual
capital, or their capacity for more effective use of their existing factor endowment. Accordingly, the
TC figures relate mainly to activities involving the supply of human resources (teachers, volunteers,
experts in various sectors) and action targeted on human resources (education, training, advice)”
(cited from the OECD web-site, http://stats.oecd.org/WBOS/Default.aspx?DatasetCode=CRSNEW).

A database with deeply disaggregated TA indicators for the period 1993—-2006 is how available
on the OECD web-site (a previous version of this database, which is not available any more, cov-
ered 1992-2004). However, time and country coverage in the currently available database is in-
complete, and for some CIS countries the time series are long (1993-2006) and for others (e.g.,
Belarus or Ukraine) the database provides data only for 2005-2006. Any information on TC with
the Russian Federation has been excluded from this database?; this makes region-wide figures in
the database irrelevant as Russia is the main TC recipient simply by virtue of its size relative to all
other CIS countries. Nevertheless, while a complete and consistent assessment of TC flows to CIS
countries is not possible, available information does allow some insight into TC patterns for these
countries. It must be noted, however, that all absolute values for TC flows provided below are to be
considered as lower bound estimates.

According to OECD data, in 1992-2004 CIS countries received as much as USD14.6 billion in
TC from all donors. Such resources are obviously huge and capable of inducing changes in the
political, economic and social life of CIS countries. The EU has made a very significant contribution
to the total amount of TC flows. According to the OECD database, the overall contribution of the
European Commission and EU member countries (on a bilateral basis) in 1992—-2004 was USD5.6
billion, or almost 40% of total TC received by CIS countries.

Time trends of TC flows in 3 distinctive periods of CIS development® are shown on Figure 1. One
can see that the peak of TC flows was in the second half of the 1990s. This is understandable
given that initially it took some time for donors to recognize the extent of the problems facing CIS

? Data for Russia were available in the previous version of the database.
% 1992-1995 — early transition, 1996-1999 — initial recovery and financial crisis, 2000-2004 — fast recovery
growth.
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countries in their transitions and to re-orient the TC industry towards the needs of these countries.
In the second half of 1990s the supply of TC increased, as did demand for it from the CIS. By the
2000s some transition problems in the CIS had already been resolved, so the need for TC gradu-
ally diminished and demand for TC in some CIS countries (especially Russia) faded away for eco-
nomic and political reasons.

Figure 1. TC for CIS countries*

1400

1200

1000

800

@ All donors

400 ~

0

1992-1995 1996-1999 2000-2004

Annual average for the period, Mil. USD

Source: OECD.

Among donor countries, as one would expected, the United States was the main provider of
TA resources for CIS countries; its contribution is almost 60% of total TA supplied by bilateral do-
nors (Figure 2). The second large donor has been Germany, followed by Turkey, Japan, the United
Kingdom and France. The list of leading TA donors seems to reflect the political priorities of the
donor countries and their interests in the CIS region. For example, Germany has been the absolute
leader among European countries, providing more TA than all the other European donors com-
bined - a fact that corresponds closely to its well-known interest in the EU’s ‘Eastern neighborhood’
and in Central Asia. Turkey, which is not a major donor globally, is ranked high in this list; this is a
consequence of this country’s sustained efforts to build strong relationships with Azerbaijan and
countries of Central Asia.

Figure 2. The contribution of bilateral donors to TA to CIS countries in 1993-2006

3% 8%

United Kingdom
3%

Japan
7%

Turkey/

7% _
United States
60%
Germany
12%

Source: OECD.

* For EU the data show summary contribution of the EC and EU member countries.
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Analysis of sector distribution of TA to CIS countries (Figure 3) shows that the major part of TA
(57%) went to the support and development of social sectors in the countries of the former Soviet
Union. The high share of the social sector seems be the case for several reasons. On the one
hand, all former Soviet republics had well developed (and, in many cases, far more developed than
the economies of the republics) and resource-consuming social infrastructure and faced an acute
necessity to reform their social systems to make them manageable and affordable in the conditions
of a new social and economic system; thus, massive TA to the social sector was relevant for CIS
countries. On the other hand, the transition process in CIS countries consisted partially in a reduc-
tion of government intervention in economic management and the relative concentration of gov-
ernment efforts on social issues; as the public sector was the main recipient of TA, this led to a
situation in which TA also concentrated on the social sector. However, economic management,
general governance and other issues also received a considerable share of total TA.

Figure 3. TA to CIS countries by sector, 1993-2006

Multisector
14%
Production
sectors
11%
Social Infra-
Economic Infra- structure
57%
structure
18%

Source: OECD.

Figure 4. Differences in TA supply per capita between CIS countries in 2006
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Source: OECD.

Distribution of TA by recipient country appeared to be highly uneven. In 2006 alone, in per
capita terms (Figure 4), the leader—Armenia—received 11 times more TA than the back-marker
(Uzbekistan). The per capita TA amounts correlate very well with the values of EBRD transition
indicators and with the Heritage Foundation’s rankings in economic freedom. This correlation in-
clines one to believe that the willingness of recipient country governments to implement market
economy-oriented and democratic reforms is a key factor influencing the relative size of TA re-
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ceived by CIS countries. Of course, there could also be a reverse causality in this relationship:
more progress in transition was possible to achieve in those countries that received more TA.

TA amounts allocated for the major (in per capita terms) recipient countries are very large: in
Armenia, Georgia, Kyrgyz Republic and some other small CIS countries, annual TA amounts are
comparable or even exceed government budget allocations for public administration. For example,
in 2006 in the Kyrgyz Republic government budget expenditures for general government services
were USD84 million (at the market exchange rate) in comparison to TA of USD100 million, accord-
ing to the OECD database®. So, in these countries TA resources, which are mainly directed to-
wards reform of economic, social and political governance, are of the same order as domestic re-
sources for the whole system of government.

A distribution of total TA amounts by country can be obtained from TACIS data for 1991-2006.
TACIS is the only — although a major - channel of TC with CIS countries. As Figure 5 shows, the
major recipient of TA was Russia, which got half of all funds. Ukraine was the second large recipi-
ent of the EC’s TA, with almost a quarter of all TACIS resources. These shares reflect the size of
the recipient countries in terms of their population and GDP. Of course, TACIS data may not be
fully representative for all donors. For example, the ADB and Japan contributed the largest share
of their resources to TC with the countries of Central Asia, while the Swiss government focused
more on smaller mountainous countries. Yet, data in Figure 5 show the TA pattern typical for the
majority of donor organizations.

Figure 5. Distribution of TACIS funds by recipient country, 1991-2006

Uzbekistan Armenia Azerbaijan Belarus Georgia  kazakhstan
4.1%

4.1% 2.4% 3.8% 0.4% 3.0%
Ukraine \ Kyrgyz Republic

24.3% 2.3%

Moldova
2.7%
Turkmenistan
1.4%

Tajikistan Russia
1.2% 50.3%

Source: TACIS.

Summarizing, the following factors seem to be key determinants of TA flows to CIS countries
and of their distribution pattern:

— The size of recipient countries in terms of their population and GDP;

— The demand of different CIS countries for TA and their willingness to implement reforms
towards a market economy and democracy;

— Attempts to cover, using TA, all major policy issues in the recipient countries with an em-
phasis on the social sector;

— Political considerations of donor countries/organizations and their understanding of the rela-
tive importance of some countries and sectors.

> Of course, one could argue that the PPP exchange rate is more suitable in this case; but published PPP
values for these small countries are not stable and, therefore, not very reliable. However, even at PPP, the
ratio of TA to public administration expenditures in Kyrgyzstan is substantial at over 30%.
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3. Performance of technical cooperation with CIS countries

Assessment of the performance of TC with CIS countries and its impact on their development
is a difficult task. Apart from other things, TC flows (regardless of how massive they may be) have
not been the only or even most important factor affecting developments in the CIS countries during
their period of transition. Nevertheless, one could expect to see a visible positive change in the ca-
pacity of these countries to implement political, economic and social transition to the market econ-
omy and democracy, directly underpinned by substantial TA.

Detailed assessment of the progress of CIS countries in their transition is beyond the scope of
this paper; however, a general picture can be drawn from two sources: the EBRD'’s transition indi-
ces and the World Bank’s Worldwide Governance Indicators. According to the EBRD (Figure 6),
the progress of CIS countries in transition appeared to be much more modest in comparison to
other transition countries; the increase in the average country’s transition score (average value for
all EBRD transition indicators) for the period 1989—-2007 for the CIS region appeared to be consid-
erably lower than for the new EU member countries® and lower than for other transition countries’.
For the Worldwide Governance Indicators, their average values improved in 2006 in comparison to
1996 in 7 CIS countries out of 12 and a decline in governance quality was registered for other 5
countries. These are just 2 examples demonstrating that the performance of CIS countries in the
transition period can be seen as a mixed success, at best.

Figure 6. Mean, maximum and minimum increase in country’s transition score in 1989—
2007 by country group
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Thus, large donors’ resource allocations for TC with the CIS have not resulted in comparably
convincing progress in their governance. Of course, there are numerous examples of TC success-
fully supporting human capacity and institution building, introduction of timely and quality legisla-
tion, the creation of centers of excellence in different segments of governments and supporting civil
societies of these countries. These positive examples, however, are accompanied by more numer-
ous and serious problems and imperfections in TC design, implementation and outcomes.

In order to get a more objective balance of accomplishments and problems, a qualitative sur-
vey of TC stakeholders has been implemented in the framework of this study in 2 CIS countries:
Belarus and the Kyrgyz Republic. These 2 countries represent two very different cases, which al-
lowed us to highlight the different environments within which TC operates. Belarus is the East
European industrialized country with one of the least open political regimes in the CIS; perhaps, for

® Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovak Republic, and
Slovenia.

’ Albania, Bosnia and Herzegovina, Croatia, Former Yugoslav Republic of Macedonia, Mongolia, Montene-
gro and Serbia.
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the latter reason it received relatively little TA during the transition period. In contrast, Kyrgyzstan is
Central Asian country with the main economic sector being agriculture; Kyrgyz government and
society are very open and the country is one of the largest TA recipients in the CIS.

TC stakeholders in the survey have been divided into 3 groups: (i) beneficiaries — representa-
tives of government agencies or civil society organizations receiving different forms of TA (in-job
training, advice, formal education abroad etc.), (ii) providers — representatives of international or
local companies and/or think tanks, which provide training and advisory services to beneficiaries,
(iii) donors — representatives of multilateral and bilateral organizations, which provide funding for
these services. Obviously, sometimes there is an overlap between these categories (for example,
donor organizations with substantial in-house technical capacity could serve also as providers or
local organizations, which were TA beneficiaries in early years of transition, may serve now as TA
providers funded by donor organizations), but, in general, this division of stakeholders seems to be
natural and provides a picture of TC from various perspectives.

A semi-structured questionnaire was used for interviews with respondents. This questionnaire
covered different aspects of TC using traditional evaluation criteria: relevance, effectiveness, effi-
ciency, sustainability and impact; it also had sections on the environment for and political economy
of TC. The results of interviews are summarized in the remaining part of this section of the paper;
the interviews also provided some input into the discussion in sections 4—6.

In addition to the survey of TC stakeholders, the content of this section is also drawn from nu-
merous discussions on selected TC aspects with TC stakeholders representing various interna-
tional donor organizations, consulting companies and CIS countries other than Belarus and Kyr-
gyzstan. Their insights are also integrated into the survey results description.

3.1. Relevance

A key issue in the area of TC relevance, as noted by many of the interviewed experts, was the
donor-driven agenda of TC. This is not a new issue in the TC-related discussions in this and other
regions of the world, but the orientation of many TC activities on donors’ interests and not on the
demands of the beneficiary country continues to be a problem. According to the experts, the politi-
cal interests of donor organizations and/or providers’ desire to utilize available stock of expertise
too often result in implementation of projects that, from the beneficiary’s point of view, are of low
priority or untimely. Examples of such projects are TC projects on e-governance in countries where
very basic issues in government effectiveness and accountability are not yet resolved, efforts to
introduce mid-term expenditure planning in countries with serious annual budget process problems
or the introduction of security markets in countries where the majority of enterprises have highly
non-transparent ownership structure and management.

However, some recent progress in this area has been noted by interviewees. Donors are now
more open to the beneficiaries’ requests on the types of technical assistance they need. For ex-
ample, the World Bank introduced the so-called “just-in-time assistance” modality of TC, which
supplies partner governments with relevant expertise on request. Some improvement in TC rele-
vance can be attributed to the stronger capacity of TC beneficiaries who are now better able to
identify existing knowledge gaps and articulate their needs.

Theoretically, the transition from a donor- to beneficiary-driven TC agenda is to be facilitated
by strategic planning processes (PRSPs, MDG-based development plans and the like) in the bene-
ficiary countries. Countries are expected to clearly formulate their priorities and donors have to
concentrate their aid (including TC) around these priorities. In practice, however, too often the stra-
tegic planning suffers from multiplicity of priorities, so that virtually every existing policy component
is included in the development strategies as a priority. Partially this is a consequence of the bal-
ance of interests within the beneficiary’s government or society; assigning a non-priority status to
any policy area (with budgetary and power implications) could violate the interests of influential
groups in government/society, and for the government maintaining the balance of interests may be
a more important task than improvement in effectiveness of resource allocation. Another factor
contributing to the weak prioritization by beneficiaries is donor pressure. Of course, all donors
agree that prioritization is necessary, but every donor organization also tries to ensure that its own
priorities are included in the priority list of the beneficiary government. Again, for the government it
may often seem better to keep all donors happy rather than decline some TC project proposals,
and moreover there is usually no hard budget constraint on the TC amount supplied to a country.
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So, one problem of TC relevance is supply of expertise that is not necessarily at the top of any
list of beneficiaries’ demands. But there is also, in some sense, an opposite problem: lack of supply
of any TC actually sought by beneficiaries. This includes insufficient support in capacity building in
engineering or other production-related types of expertise for smaller CIS countries that lost or
never had domestic capacity in these areas. Fellowships and other capacity building programs
supplied by donors are mostly concentrated on the social sciences and humanitarian issues. An-
other example relates to the problems of building administrative systems in many CIS countries
with a large informal economy. Administrative systems in developed countries usually rely on de-
tailed information on incomes, employment etc., which is difficult or impossible to collect in the ana-
lyzed region. The design of systems appropriate for these conditions is a complicated task and so
far the countries have received too little technical support in this direction.

3.2. Effectiveness

Key issues raised in the discussion on TC effectiveness include: (i) beneficiaries’ capacity to
absorb provided technical expertise, (ii) donors’ capacity to supply expertise of required quality, (iii)
management of the TC process, (iv) forms of TC.

In some CIS countries TC flow was and continues to be so massive that it creates a well-
known problem of insufficient absorption capacity of beneficiaries (Oxford Policy Management
2003: 14). This is especially relevant for smaller countries, which are large recipients of TA (in per
capita terms). Some topics in the development process are more fashionable than others (e.qg., in-
ternational trade, public finance management, gender), and attract the attention of many donors
willing to contribute to capacity development on these topics. Often, several TC projects funded by
different donors (and sometimes by the same donor) operate simultaneously at the same govern-
ment agency. This can create a hefty burden on the staff of the agency to supply information and
communicate with consultants as well as introduce sometimes contradictory advice of these con-
sultants into business processes of the agency. This, of course, lowers effectiveness of TC.

Such a situation is partially rooted in the desire of many donors to work at the central level of
government and establish close working relations with those who influence policies and practices
in the most direct way. Also, the capacity of staff at central government agencies is usually the
most appropriate to absorb such relatively sophisticated expertise that can be directly borrowed
from donor countries’ practices; this allows a simplification of the TC process, minimizing the pro-
vider's need to advise and adjust the technical language used to local conditions. On the other
hand, according to the unanimous opinion of experts, reform success too often depends on imple-
mentation at the local government level, where capacity is usually much weaker and requires a lot
of support. For example, development of a computerized database of taxpayers or social benefit
recipients would not be successful, however good the design of the system might be, if it is not ac-
companied by accurate and timely data entry at the local level.

The over-concentration of TC at the central level of government at the expense of local gov-
ernments and civil society also has longer-term implications of a political and economic nature.
Uneven capacity on different levels of government or in government and civil society puts central
government in an advantageous position in public discussions on important policy issues, espe-
cially when these issues are technically complicated (e.g., possible changes in tax rates and their
impact on government revenues and economic activities of taxpayers). So, the democratic deci-
sion-making process suffers from a lack of technical capacity in civil society.

Importantly, the beneficiary’s absorption capacity very much depends on the consistency of
capacity building efforts with the real needs of the beneficiary. Needs assessment is now a stan-
dard component of any capacity building program, so, theoretically, this consistency is expected to
be ensured already at the TC design stage. In practice, however, this is not always the case. Im-
perfect governance structures in many CIS countries create a gap between declared (correspond-
ing to the statutory set of agency’s goals and activities) and real (based on political-economy con-
siderations including all kinds of rent seeking by agency staff) needs of beneficiary agency. Do-
nors’ needs assessments are rarely able to identify this kind of gap. As a result, TC projects ap-
pear to deliver training and provide advice not really demanded by the recipient organization and
therefore not absorbed properly. One typical example of this is delivery of training programs dis-
cussing policy development issues and intended for policy makers. Too often beneficiary agencies
send to such training sessions technical people who are not in a position to implement knowledge
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and advice they receive during these training programs. So, formally useful programs appear to be
having no effect.

Quality of supplied TA is another area of concern among the interviewed experts. While they
do recognize that the input of many TC projects is of appropriate quality, there are also many situa-
tions in which TC outputs did not satisfy beneficiaries.

One typical problem with TC outputs is the frequent attempt to introduce the experience of de-
veloped countries as a model to be copied by recipient countries, without considering differences in
the level of economic development, political economy, government set-up and culture. Solutions
that may fit quite well to the conditions of OECD countries may not be satisfactory for countries
with immature markets, less developed administrative systems and/or different type of accountabil-
ity mechanisms. Examples of such mechanical import of institutional solutions into less appropriate
CIS environments include attempts to introduce income-test-based social benefit schemes in coun-
tries with large informal sectors of the economy and, therefore, very poor information on household
incomes, complicated tax, customs and other administration systems in countries without a well-
trained and well-paid civil service. It seems that the key reason for the repeated attempts to me-
chanically use donor countries’ experience is underestimation of the above mentioned differences
between donor and CIS countries. This results in an over-ambitious timeframe for reforms and
supply of inappropriate types of technical expertise. Careful design and tailoring of reform propos-
als to the conditions of a particular country requires a lot of research and dialog with different
stakeholder groups in the country, which do not always take place in the process of TC.

The inappropriateness of technical expertise often takes the form of insufficient understanding
of local conditions and environment by foreign experts, who might be good experts in their respec-
tive technical area, but come with a very different experience and mentality. For example, TC in
legal issues must take into account differences between continental (used in all CIS countries) and
Anglo-Saxon legal systems, which has not always been the case. So, a law on banking collateral
drafted for one of the CIS countries by foreign experts according to their domestic experience may
appear to be inapplicable in this country exactly for this reason. In addition, many interviewees
complained about the complicated, over-technical language used by foreign experts, low quality of
translations and insufficient expert knowledge of local languages and/or Russian, which is “lingua
franca” for most people in CIS countries. It should be noted that this mismatch of experience and
mentality becomes less an issue now with increased use of local experts and specialists from Cen-
tral and Eastern Europe and the CIS in TC projects. They usually have a much better understand-
ing of the specific problems and peculiarities of CIS countries and have fewer communication bar-
riers with beneficiaries. Still, use of local experts in TC projects could and should be further in-
creased; this seems to be a handy source of improvement in TC effectiveness. More reliance on
local experts could also positively affect TC efficiency as it would allow a reduction of some unnec-
essary operational costs (excessive international travel, large difference in fee levels between in-
ternational and local consultants etc.).

As follows from the expert discussions, management of technical cooperation is one of the
key areas for improvement in TC effectiveness. This includes issues of project preparation, size
and number of TC projects, use of monitoring and evaluation results of already implemented pro-
jects for design of new ones.

All the experts agree that careful preparation and planning of TC projects is a key prerequisite
for their successful implementation. It is important to ensure that TA is provided in a timely fashion.
While premature projects are also a problem as beneficiaries may not be ready yet to absorb pro-
vided expertise in full, the most serious problem with timeliness is delays with TA provision. Com-
plicated, inflexible and burdensome procedures of TC project preparation typical for some donors
(the EC was mentioned by all interviewees in this respect) result in substantial delays of TA even in
comparison to the donors’ own timetables, which itself may lag behind real beneficiary needs.

Another important issue at the project preparation stage is achieving the agreement of benefi-
ciaries, donors and providers on the key proposals/ideas to be developed in the given TC project.
Any ideological and methodological differences that might exist between TC stakeholders should
not be ignored and have to be addressed at the early stage of the project planning. This would al-
low all parties to form proper expectations and, if necessary, limit the ToR of the project to issues
acceptable to everybody (or postpone/cancel a project before its start, if stakeholders’ visions are
too different). Collaborative project planning would also contribute to realistic planning of TC out-
puts/outcomes. To make these preparatory discussions productive, beneficiaries are to be ready to
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articulate their needs and interests clearly as too often beneficiaries are rather passive at the TC
design stage. In some cases, when a high degree of mutual confidence exists between donors and
beneficiaries, the function of provider selection and hiring can be effectively delegated to the bene-
ficiary organization.

The majority of experts also believe that the current practice of having many relatively small
projects with predetermined outputs is counter-productive. TC managers at donor organizations
are losing control over the content of the TA provided because all their time is occupied with purely
administrative aspects of the numerous implemented TC projects. Reporting and implementation
procedures of many projects could and should be simplified. Mechanical comparison of planned
and produced outputs may not be the best management practice as TC is an area where the sum
of initially planned outputs does not necessarily guarantee the receiving of intended outcomes. So,
fewer larger projects with clearly defined outcomes and sufficient flexibility left for the TC provider
seem to be a more promising option for TC organizations.

These days monitoring and evaluation is a mandatory component of any TC project design.
However, the experts commented that too often these indicators are either input/output, or impact
indicators only and may not provide sufficient information on a given project’s performance. For
example, a set of trainings/ document drafts/ study tours etc. may not be enough to produce a sus-
tainable improvement in the beneficiary organization’s capacity; on the other hand, changes in im-
pact indicators (e.g., a reduction in the poverty rate) may often not be attributable to a specific TC
intervention (e.g., new pension scheme design). What are acutely needed are project-specific out-
come indicators that would capture directly any TC-linked change in the beneficiary situation. It
seems that careful selection of these outcome indicators and, if necessary, built-in systems for
their measurement are to become an integral part of TC project design. Part of such indicators may
be oriented towards measuring beneficiaries’ feedback. It is also desirable that any learning and
change in the design of future projects, which takes place on the basis of M&E results, is to be
communicated to beneficiaries, because, as the interviews revealed, currently beneficiaries do not
have a feeling that their feedback, even if it is collected, is taken into account by other TC stake-
holders. It has to be noted also that national M&E systems in the majority of CIS countries are not
yet effective and might not supply critically important feedback to TC donors and providers.

One simple way to increase transparency of TC and provide necessary feedback is making pub-
lic all TC products, including consultants’ reports, legislation drafts, training materials etc. Nowadays
this could be done very efficiently by posting these documents on the web-sites of TC stakeholders.
This would provide access to TC products for and support capacity building for a broader audience
not limited to the narrow circle of representatives of beneficiary organizations. Some donors do prac-
tice this approach, but in many cases TC products are not accessible outside beneficiary organiza-
tions. It is worth noting that in the majority of cases TC is intended to produce a public good, so any
artificial limitations on the dissemination of TC products seem to contradict that very purpose. Of
course, there are some situations when TC projects deal with confidential information and publication
of TC products should not be allowed, but such situations are very rare. Publication of TC outputs
would serve as an important tool for TC quality check as it would make it more difficult to hide the
consequences of inappropriate TC performance (see more on that in the section 5).

Asked about the effectiveness of different forms of TC (in-job training, short-term courses,
long-term training abroad, study tours, advisory missions, analytical reports, etc.) the experts did
not demonstrate particular preferences for any of them. The effectiveness of TC seems to depend
more on specific details of TC projects than on the form of TC as such.

Regarding training, it was noted that current programs do not always take into account the in-
creased capacity of beneficiaries, who are now equipped with better theoretical knowledge and
much more substantial practical experience of a market economy and open society than at the be-
ginning of the transition. Training programs for professionals should concentrate on modern ex-
perience and, in particular, the best practices of similar countries and address more advanced is-
sues leaving the basics to currently available programs at universities and other national educa-
tion/training establishments.

3.3. Efficiency

The efficiency of TC is closely linked with the issue of donor coordination and elimination of
duplication of TC projects. Lack of donor coordination used to be a very big problem in the 1990s,

CASE Network Studies & Analyses No. 369 19



Roman Mogilevsky, Aziz Atamanov

but according to the experts, the situation has been improving somewhat recently. As a result of
the Paris Declaration on Aid Effectiveness (2005), the majority of donors have taken serious steps
towards TC coordination, including joint planning, division of labor, use each other’s results etc.

One of the key issues in the area of efficiency of TC is the inappropriate scale of TC flows in
comparison to beneficiaries’ requirements and absorption capacity—a problem that has been on
the agenda for a long time already. TC oversupply in relation to absorption capacity has been dis-
cussed above with regards TC effectiveness. It has also efficiency implications as oversupply low-
ers returns on TC resources spent. Another facet of the problem is that undersupply (as in the case
of Belarus) is equally harmful as it leads to TC fragmentation and isolated and unsustainable
changes in the beneficiaries’ capacity. One of the sources of the problem of TC over- or undersup-
ply is the fact that often TC amounts are determined on the basis of political and not beneficiaries’
demand considerations. Despite all political contradictions between major donor countries and
some of the beneficiary countries in the CIS, there are many politically neutral areas and modalities
in capacity development that have no political harm and are beneficial for capacity development. It
seems obvious that any attempts to use TC for political purposes would unavoidably reduce the
efficiency of TC as a capacity building tool, which benefits not only and not so much (un)friendly
governments, but the people of the recipient countries.

Another problem with efficiency addressed by almost all respondents is the insufficient flexibil-
ity of the TC process. Excessively rigid donor rules prevent TC providers from any optimization in
the use of available resources and make adjustment of project resources according to M&E results
difficult. One striking revelation of this rigidity is the use of TC amounts spent (regardless of the re-
sults achieved) by some donors as a performance indicator of their activities. This approach effec-
tively penalizes everybody who tries to save money and discourages any search for efficiency
gains in TC business. It seems that donors have to pay much more attention to TC’'s impact and
should not care too much about financial control, which is often impossible and/or provokes misre-
porting, especially in conditions of widespread cash and informal economies in CIS countries. It is
advisable to adjust financing technologies, especially in relations with smaller non-governmental
providers/beneficiaries, to beneficiary country conditions. For example, lump-sum contracts with
well-defined and verifiable outputs and outcomes used already by some donors may be a prefer-
able option in comparison to implementation modalities requiring burdensome (and still insuffi-
ciently reliable) financial reporting, attempts to distinguish and trace eligible and non-eligible costs
and the like.

3.4. Sustainability

In government agencies, the key TC sustainability issue relates to the low salaries of staff and
their frequent rotation on official positions. Government officials who received proper training in the
framework of TC projects often change their jobs either for higher positions in the government (nhot
necessarily requiring technical skills they acquired due to TC interventions), or for much better paid
private sector jobs. As a result, it is not unusual not to be able to find any trace of the provided
training several years after its completion. This is a situation many donors seem unable to deal
with; the only real solution consists in government strategy to build up a professional civil service
including, among other things, a commitment to pay competitive salaries to civil servants who have
to have strong technical skills. Some CIS countries with more financial resources have made sig-
nificant progress towards increasing government officials’ remuneration and this has resulted in an
observable improvement in technical skills in their governments. Even in poorer countries one
could see a strong correlation between the level of salaries in an agency (central banks and some
other agencies may pay better salaries than other parts of government) and level of retained tech-
nical expertise there. From this point of view, the level of salaries in a given agency is a good pre-
dictor of the longer-term success in capacity building and this needs to be taken into account at the
TC design stage.

In some cases TC projects provide technical expertise to a very limited number of beneficiar-
ies, so the provided expertise is concentrated in a narrow circle of people. Apart from problems
related to political economy, this has also implications for sustainability as the eventual loss of just
a few trained experts by the beneficiary organization could substantially reduce its capacity. Lack
of TC diversification seems to be one of the most serious problems in the area of sustainability.
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Lack of institutional memory in government agencies is a by-product of frequent staff rotation
and generally weak administrative systems in some CIS countries: not only human capacity, but
also other TC products (organizational changes, consultants’ reports, computerized models etc.)
often hard to find some time after the TC provider's exit from an agency. Another unintended con-
sequence of leakage of trained professionals from civil service to commercial companies and
NGOs is strengthening capacity in the non-governmental sector; this partially compensates for the
disbalance in TC allocation and overconcentration of TC in government agencies.

One of the sustainable ways to build local capacity is the development of the local consulting
industry. While some donor programs do address this issue by encouraging the creation and op-
eration of companies staffed with national experts, some other donor programs effectively under-
mine the development of this industry by, for example, using individual rather than institutional con-
tracts for local expert services.

Capacity building in the NGO sector also suffers from insufficient sustainability. Donor support
programs for NGOs may allocate significant amounts of resources for a while requiring recipient
NGOs to expand significantly their capacity. Then, when the program funding comes to an end it
appears to be that no new funding of a comparable scale is available from this or other source.
Many NGOs cannot survive such stress. Steady and smooth flow of donor resources to support
NGOs’ capacity coupled with careful monitoring of their activities and performance-based distribu-
tion of resources might be a more sustainable option especially in the CIS countries, where domes-
tic resources for NGOs are scarce.

3.5. Impact

Interviews revealed a mixed picture of TC’s impact on capacity building in the governments of
CIS countries. On one hand, there are a number of examples when the capacity of government
agencies in different countries was substantially strengthened as a result of massive TC over more
than 10 years. The presence of 2 factors seems to influence positively TC's impact on a govern-
ment agency’s capacity: the commitment of the agency’s leadership to utilize provided knowledge
and advice and the agency’s demand for specialized and (relatively) politically neutral expertise
(e.g., in central banks or statistical agencies). On the other hand, the absence of these factors plus
the above mentioned leakage of trained professionals from government tend to substantially lower
TC’s impact on the capacity of government agencies.

The impact of technical cooperation on government capacity also depends on the extent to
which TC is linked with other forms of aid, e.g., with budget support programs accompanied by pol-
icy conditionality. If this conditionality requires developing some technical capacity in the recipient
government, then government demand for corresponding capacity building becomes higher and
the provided technical assistance has more chances of having a greater impact.

TC has had a significant impact on the capacity development of non-governmental stake-
holders; some experts even said that TC is the only source of capacity building in civil society. In-
deed, in the majority of the CIS, the development of civil society organizations’ potential and ability
to provide critical feedback to governments is closely correlated with the support they received
through TC channels. It should be noted, however, that while TC does contribute considerably to
capacity building in civil society, it only partially shapes the agenda of civil society organizations,
which tend to address domestic issues and articulate the positions of domestic interest groups.
One example is the discussion over joining HIPC initiative in the Kyrgyz Republic. Local NGOs, the
absolute majority of which have received massive training in the framework of TC programs pro-
vided by donor organizations, have campaigned aggressively and successfully against joining
HIPC, despite the fact that the donor community recommended the use of this debt relief option for
the country.

TC also has a large impact on the development of local consulting industries especially in non-
commercial areas of government governance, economic and social analysis, environment protec-
tion and many others. A major part of local expertise in all CIS countries has been created in the
framework of TC. In addition, TC has helped local companies borrow donor countries’ experience
in respect to consulting companies’ effective operation modalities and ways of accessing markets
for consulting services. It is worth mentioning that such capacity building of local consulting busi-
nesses has mostly been a by-product of major TC programs aimed at government and civil socie-
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ties. This explains the lack of attention to sustainability of local companies, which is discussed in
section 3.4.

Thus, despite all the deficiencies of the TC processes described above, TC has played a role
in capacity building of government, civil society organizations and consulting business in CIS coun-
tries. It is difficult to judge, however, whether this positive impact is comparable with the enormous
resources spent on TC (see section 2).

4. Changing environment for technical cooperation

Some of the problems discussed above may be caused by inertia in TC delivery and insuffi-
cient attention to the important changes taking place in the CIS countries. These changes seriously
affect the beneficiaries’ absorbing capacity, as well as demand for and attitude towards TC.

The most important change in the CIS is, perhaps, the end of the transition from the Soviet
system. In all 12 countries new governments and societies have emerged that differ very signifi-
cantly from what they were in 1991. This does not mean that the process of change has ended
(this is just impossible), but the scale of changes is now much less radical and the direction of
change is much more diverse than at the beginning of the transition. Virtually all CIS countries
started their transitions explicitly declaring an intention to build democracies and market econo-
mies. In 2008, this course of transition is on the agenda for only a handful of CIS countries. Many
countries have deliberately chosen (semi-)authoritarian political systems and economic systems
with a large interventionist role of government, which can be called “state capitalism.” This has im-
portant implications for the process of TC. Initially, TC was built on the underlying assumption that
basic development values of donors and recipients are the same: democracy, human rights, mar-
ket economy. This assumption implied that the direction of transition is a common goal shared by
beneficiaries and donors and what is needed is just technical support to CIS countries to move
faster in this direction. This assumption is not 100% valid anymore. Of course, the development
values of Western countries and those of the CIS are not always contradictory, but they may differ
significantly. This difference in values cannot be overcome by means of TC and the efforts to use
TC for this purpose, of course, could and should result in failure.

The development agenda of CIS countries has changed not only because of the shift in val-
ues, but simply because some development problems have been successfully resolved and new
problems emerged. For example, the problem of responsible macroeconomic management and
credible monetary policy, which was a very hot issue in the 1990s, had become much less acute,
when, after a series of failures like the 1998 financial crisis, proper institutions and policies were
introduced and sustained. On the other hand, the new problem of labor migration from poorer to
wealthier CIS countries is now on the top of policy agenda. This change in development priorities is
accompanied by a change in TC, with some, sometimes a long, time lag; this reduces TC's rele-
vance.

Another important change in the environment for TC is accumulation of experience and human
capital in CIS countries during the period of transition. The capacity to critically reflect on TC supply
is much higher in many CIS countries now in comparison to the early transition years. This creates
a challenge to TC quality, which is not always met.

The latest period of development of CIS countries is characterized by an increase in their eco-
nomic strength. Recovery growth on the basis of already renewed economic structures, accompa-
nied by a substantial improvement in terms of trade, has largely improved the situation in public
finances. Therefore, the significance of TC resources has been relatively reduced for many (al-
though not all) CIS governments. As a result, TC programs have lost a part of their leverage on
policy making. This should be acknowledged and reflected in changing TC design. It also creates
some new opportunities to increase TC sustainability, making feasible the partial substitution or
amendment of TC resources by government budgetary financing.

Apart from increased domestic revenues, additional resources for the development of some
CIS countries are also provided by the new donors, especially China and Russia. These donors
have different development perspective than “traditional” donors and often send different signals to
the recipient countries. While these “new donors” have not yet established their own development
industry that could be compared to that of the OECD these countries are in many ways closer eco-
nomically and culturally to many smaller CIS countries than OECD countries; often they influence
policy making and institution building in other countries just by providing an example (attractive for
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many elites) of their own experience. This creates a situation of competition for the development
models supplied by TC originating from OECD countries.

The role of Russia is particularly important as it has traditionally played the role of providing
expertise and institutional design for the majority of smaller countries, which used to be part of So-
viet Union. Contemporary Russia’s influence on other CIS countries in capacity development and
institution building issues is still large. As the largest country in the region it has substantial domes-
tic capacity, which allows for effective utilization of the experience of OECD countries or finding
alternatives to this experience, better suited to the mentality and interests of national elites. As el-
ites of other CIS countries often share background, incentive structure and mentality with the Rus-
sian elite, it is worthwhile and easy for them to borrow Russian institutional solutions (e.g., electoral
systems or pieces of legislation). In addition, almost all government officials in CIS countries have
very good command of Russian language, so they do not need any intermediaries to access and
learn from the experience of the contemporary Russian state. Close economic collaboration and
the political ties, which many of these countries maintain with Russia, is another factor explaining
strong Russian institutional influence. It is worth noting here that insufficient economic cooperation
with OECD countries (limited mainly to exports of raw materials to these countries and Western
investments into primary industries in CIS) is an important background factor reducing the impact
of TC: CIS countries have insufficient incentives to use OECD benchmarks for their institution
building.

Apart from this indirect, but very important influence, Russia also makes some direct contribu-
tion to the capacity building of other CIS countries through provision of CIS countries’ citizens with
scholarships for study at Russian universities (albeit on an incomparably lesser scale than in So-
viet times), establishing jointly funded universities in some CIS countries (e.g., in Kyrgyzstan and
Tajikistan), donation of books in Russian to schools etc. Russia also plays some multiplier role in
TC—successful TC projects implemented in Russia provide products to be easily disseminated in
other former Soviet republics. For example, an EC-funded translation of econometrics textbooks
into Russian done in Russia made this textbook immediately available and accessible in all these
countries. This example suggests that TC with Russia has the potential of producing a greater im-
pact than could have initially been planned.

The changes in environment for TC discussed above relate mainly to the situation in the CIS.
However, important changes are also taking place in the TC supplier countries. One of the most
important changes relevant for the CIS is the EU accession of many Central and East European
countries that used to be a part of the Soviet Bloc. Many of these countries are now emerging do-
nors. While they do not yet have financial resources and TC management and delivery capacity
comparable to that of “old” donors, they have a very important asset — the experience of successful
transition to democracy and a market economy. This transition experience may comprise the core
of their contribution to TC supply. Concentrating their efforts on TC to CIS and other former social-
ist countries could make much better use of their resources than attempts to duplicate the devel-
opment agenda of the EU-15 countries. Available evidence indicates that the exposure of CIS
countries to CEE countries’ experience in TC is, indeed, improving somewhat; for example, study
tours for CIS officials and experts in the framework of TC projects are directed now to the new EU
member states much more often than few years ago. However, it seems that this rich practical
transition experience remains underutilized.

5. Political economy of technical cooperation

It follows from the previous discussion that accounting for the interests of different parties in-
volved in the TC process is a key for understanding many of the problems of TC. Therefore, main
stakeholders and their interests need to be clearly identified and the interaction of these interests
considered.

One can see development aid (including TC) as an interaction of 2 principal stakeholders and
3 their agents. The principals are the societies of donor and recipient countries and the agents are
(i) the government of the donor country or multilateral donor agency, (ii) the government of the re-
cipient country, and (iii) the TC provider, which is often a private company/NGO from the donor
country or group of countries.
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Figure 7. Typical principal-agent relationships in the process of technical cooperation
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The ultimate goal of development aid (including TC) is to increase welfare and support human
development of the recipient country’s population in a sustainable way. Both principals share this
goal, while, as was said earlier, their vision of the ways to achieve it, i.e., development values, may
be different. Despite these differences, detailed analysis of which is beyond the scope of this pa-
per, the interests of societies of donor and recipient countries usually overlap/coincide enough to
make effective aid and TC possible.

Importantly, these societies usually interact not directly, but via their agents, whose own inter-
ests are not necessarily identical to the interests of the principals. It is also important to remember
that the performance of TC is difficult to measure and that this creates information asymmetry be-
tween principal and agent. Thus, the process of TC may be seen as an example of a “principal-
agent” problem, when the agent has an incentive structure non-identical with that of the principal.
Therefore, the agent led by its own incentives may operate in a way that is suboptimal from the
point of view of achieving the principal’s objectives.

There are several “principal-agent” relationships in the TC process. Firstly, this is a relation-
ship between donor society and donor government. Due to existing democratic accountability
mechanisms in donor countries this is, perhaps, the smallest problem, at least in the long-term. In
the short-term, however, this problem could exist—donor government agencies responsible for TC
may have their own objectives not limited to capacity building of beneficiaries only. These other
objectives may include, for example, typical bureaucratic incentives for strengthening the agency in
terms of influence and available resources. One revelation of the problem is, for example, the
widely used TC delivery (i.e., the amount spent on TC programmes) as an indicator of TC’s effec-
tiveness; this corresponds well with the donor agency’s interests, but is not necessarily the best
way to use money from the point of view of achieving the ultimate goal of technical cooperation —
beneficiaries’ capacity building. Another example of that kind is use of TC resources for political
purposes, e.g., for building relationships with senior officials in counterpart governments, which is
not an infrequent situation. This has obvious negative consequences for TC's effectiveness and
efficiency, especially in the long-term as this practice has reputation implications in the eyes of
beneficiaries. Interestingly, many participants of the survey discussed in section 3 do see a direct
and positive link between lack of political agenda in TC projects and their successful results. For
example, projects funded by the government of Switzerland are referred as the most effective in
comparison to projects of other bilateral donors, and one of the positive features of Swiss projects
is precisely their lack of any explicit or hidden political agenda.

As was mentioned earlier, in the CIS context democratic accountability institutions are rather
weak. Therefore, governments/elites in the recipient countries may have interests that significantly
differ from the long-term interests of their population. As a consequence, the demand of these
governments for TC and their general attitude towards the technical expertise provided may or may
not be the most beneficial for achieving the capacity building objective®. The usual assumption that
the government of a recipient country well represents the development needs of its society should
not be taken for granted, and it is a responsibility of donors to make sure that the position of the
recipient government corresponds to the long-term interest of its country. From this perspective,

8 Examples of misuse of TC by beneficiary country’s government officials are well-known and many: from
using TC projects solely as a tool for procuring computers for their agency and providing employment to their
protégés to ignoring advice provided by highly-skilled and well-paid consultants.
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the generally legitimate trend of increasing the recipient government’s role in TC coordination
(strongly reflected in the Paris Declaration on Aid Effectiveness) should not be oversimplified; do-
nors still have to have their own judgment on what kind of TC may positively contribute to the
beneficiary country’s development.

TC providers have a special place in these “principal-agent” relationships as they are the only
type of TC stakeholder that has explicit commercial interest in the process. Therefore, in conditions
of a possible mismatch of interests of the TC donor and recipient and lack of clear performance
assessment criteria, TC providers have incentives and possibilities to minimize their costs by sup-
plying simple solutions (like copy-paste reform proposals) and seek for support of their counter-
parts from the recipient government by meeting their personal interests.

A combination of these interests may lead to low-level equilibrium, when 3 stakeholders-
agents maximize their utility (donor government’'s TC delivery rates are high, vested interests of
recipient government officials are satisfied and TC provider's profit is high) at the expense of
stakeholders-principals, who bear the costs of that equilibrium directly (in the case of the donor so-
ciety) or indirectly, in the form of under-development (in the case of the recipient society).

6. Ways to increase TC effectiveness

The general solution for the “principal-agent” problem, which minimizes welfare losses, con-
sists of reducing information asymmetry between stakeholders and establishing a proper incentive
structure for agents. Below various proposals are outlined as to how these issues could be tackled
in the context of TC.

First of all, stakeholders’ interests should be explicitly accounted for in the TC program design.
On the donor’s side this is usually done (at least, partially) as donors have to follow the develop-
ment strategies approved by their principals (e.g., upper government bodies or parliaments). How-
ever, this approach also requires donors to make political economy analysis on the recipient side,
which is rarely the case. This is associated with a risk of intervening in domestic politics, which
may be undesirable activity for some donors and a prohibited activity for others (e.g., a majority of
multilateral donors are not allowed to do so by their statutes). Still, this risk needs to be taken and
controlled by, for example, outsourcing the stakeholder analysis to independent research organiza-
tions. Moreover, such analysis is anyway usually performed informally by donors/TC providers; so,
it is rather a matter of making it truly impartial, of acceptable quality and accessible for all inter-
ested parties.

One way to reveal the real interests of the stakeholders on the recipient side is to encourage
their co-financing of TC activities. The readiness of the recipient government (or other TC benefici-
ary) to contribute some resources with non-zero opportunity costs to TC implementation could be
seen as a clear signal of its true ownership of a TC program or project, and, vice versa, refusal to
co-finance as an indicator of low real interest in the TC results.

In order to reduce information asymmetry, TC monitoring systems must be substantially
strengthened. A transition from input/output to properly designed outcome indicators and establish-
ing effective beneficiary feedback channels would create conditions for a radical improvement in
measuring the performance of TC. Currently, a similar methodology is used for evaluation of the
development impact of major aid programs; this approach needs to be extended to the area of TC.
Another important information-related issue is disclosure of data on TC flows and products to the
general public. The ability of third parties to see, judge and provide feedback on the amount, qual-
ity and utilization of provided expertise would become an effective tool preventing from some forms
of TC stakeholders’ misbehavior.

To establish healthier incentive structures of stakeholders it is useful to maintain a competitive
environment in all segments of the TC market. This is already the case with regards to TC supplier
selection, while oligopoly-type market structures are often present (especially if one takes into ac-
count sector/country segmentation of this market); this may lead to various types of inefficiencies.
But it is also worth nurturing the creation of competition on the recipient side, which could be done
by diversification of TC delivery channels, support to not only central, but also local, governments,
the involvement of civil society/private sector representatives into capacity building programs and
So on.

In the view of the TC over-supply problem and insufficient absorption capacity of some benefi-
ciaries it might make sense to consider the introduction of some ceilings on TC amounts allocated
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to given beneficiaries. This would create a strong incentive for beneficiaries to prioritize their de-
mands for TC, on one side, and a competitive environment among donors, whose contributions
have to be limited by these ceilings, on the other. The introduction of such ceilings, however, would
require a very high degree of coordination between donors.

Thus, it seems that the general way to improve the performance of TC is by a good under-
standing, recognition and coordination of the interests of all TC stakeholders and in reducing the
information gap between different participants of the TC process.
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Annex. Information on the expert survey on TA effectiveness

This survey was conducted in 2008 in 2 CIS countries—Belarus and Kyrgyzstan. Respondents
were selected to represent 3 key TA stakeholder groups: donors, providers and beneficiaries. Ex-
perts included both CIS and non-CIS citizens and represented different policy areas (economic pol-
icy, governance, civil society development, private sector development, etc.). Altogether, 12 ex-
perts were interviewed in Belarus and 10 in Kyrgyzstan. Of them, 36% represented donor organi-
zations, 41% TA providers, 41% beneficiaries-government agencies and 27% worked for NGOs
benefiting from TA®. 73% of interviewees are primarily involved in capacity building in the govern-
ments of the countries (including economic policy, administrative systems etc.), and 27% mostly
concentrate on capacity building in civil society (e.g., democracy, private sector development).

The interviews were conducted on the basis of a semi-structured questionnaire provided be-
low.

QUESTIONNAIRE
Effectiveness of Technical Assistance to CIS Countries

This survey is conducted in the framework of a research project funded by the European
Commission. All information received through this survey is treated as strictly confidential and
might be published in aggregated form only making impossible identification of the surveyed ex-
perts.

Information about Expert

1. Name
2. Category (please mark all that apply):

a. Government organization — TA beneficiary
b. NGO — TA beneficiary

c. TA donor organization

d. TA provider organization

Name of the organization

Position
Experience of work in the technical cooperation area (years)
Expert’s key area of competence (please mark all that apply):

a. Economic policy

b. Governance

c. Civil society development (including democracy, human rights etc.)

d. Private sector development

e. Economic sectors (agriculture, energy, environment, social services etc., please specify
the sector)

f.  Other (specify)

I

Technical Cooperation Problems

7. Please assess the quality of the provided/received technical assistance according to the fol-
lowing scale: 1 — poor, 2 — fair, 3 — high.

Assessment | Comments (explanations,

Aspect (1, 2, or 3) examples etc.)™

Relevance for beneficiary needs
Interaction with beneficiaries, their involvement into project

® As many experts have mixed experience (e.g., in different periods of time they worked for government and
for TA provider company) and represent different perspectives on TC, they were counted more than once, so
the sum of percentages exceeds 100%.

1% Note for interviewer: comments are necessary, they are more important than assessments.
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Aspect

Assessment
(1, 2,0r3)

Comments (explanations,
examples etc.)"™

implementation

Ability to produce planned TA outputs (e.g., recommenda-
tions, legislation or institutional design drafts)

Political acceptability of TA projects’ proposals

TA project design flexibility, ability to adjust implementation
modes and/or provided outputs to local conditions and chang-
ing needs of beneficiaries

Clarity, concreteness and realism of provided recommenda-
tions

Involvement of local experts in TA delivery

Accessibility of TA products (reports, recommendations etc.)
for different stakeholder groups

Timeliness

TA projects’ continuity and consistency, utilization of experi-
ence earlier accumulated in the country

Comprehensiveness of approach and analysis

TA projects are designed/implemented in agreement with the
country and government priorities

8. Please assess the impact of the provided/received technical assistance according to the fol-

lowing scale: 1 — poor, 2 — fair, 3 — high.

Aspect

Assessment
(1,2,0r3)

Comments (explanations,
examples etc.)

Impact on government policy

Impact on public discussions in the country

Impact on activities of TA donors/providers

Strengthening potential of government agencies

Strengthening potential of NGOs

9. Please assess the effectiveness and efficiency of the provided/received technical assistance

according to the following scale: 1 — poor, 2 — fair, 3 — high.
Aspect Assessment | Comments (explanations,
P (1, 2,0r 3) examples etc.)

Under/oversupply of technical assistance

Lack of duplication and coordination different TA projects

Optimality of TA projects expenditure structure (e.g., too
much/little resources is allocated for international or local con-
sultants, training, equipment etc.)

Necessity of TA projects expenditure and their relevance for
the projects objectives

Effectiveness of different assistance forms:

- preparation of reports/memos/document drafts/ translations
of foreign language texts for local partners

- in-job training

- seminars/workshops

- study tours

- long-term scholarships or education on degree programs
abroad for representatives of beneficiary organizations

- other (specify)

10. Please assess the sustainability of the provided/received technical assistance according to the

following scale: 1 — poor, 2 — fair, 3 — high.

Aspect

Assessment
(1, 2,0r 3)

Comments (explanations,
examples etc.)

Retaining of created capacity (trained staff, operation modali-
ties) after TA projects completion

Sustainability of new institutions established with TA projects
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Aspect

Assessment
(1,2, 0r 3)

Comments (explanations,
examples etc.)

support

Consistency in beneficiaries’ capacity building

Accumulation of a sufficient capacity in non-governmental
sector ensuring its ability to maintain dialog with government

TA diversification, which allow avoiding over-concentration of
technical capacity within narrow circle of organizations and
experts

11.

Please assess the availability and usefulness of M&E of the provided/received technical assis-
tance according to the following scale: 1 — poor, 2 — fair, 3 — high.

Assessment | Comments (explanations,

Aspect (1, 2, or 3) examples etc.)

Availability of monitoring indicators with clearly defined base-
line and target values including impact/outcome indicators

Systematic evaluation of TA quality by donors and beneficiar-
ies (government)

The extent to which M&E results are used for adjustment of
TA delivery methods

Environment for TA

12.

13.

14.

15.

16.

17.

Do you feel any change in your partners’ (donors and beneficiaries correspondingly) approach
to TC in recent years? If yes, what are these changes? In your opinion, what are the reasons
for these changes?

Do you agree with the statement: “Sometimes, there are not just differences in opinions on
concrete TA implementation problems between donors and beneficiaries, but an ideological
divide between them (e.g., liberal vs. state capitalism, different vision of human rights etc.).” If
yes, does this divide influence effectiveness of TA projects?

In your opinion, to what extent are beneficiaries interested not only in TA projects’ contents,
but also in the resource inflows accompanying these projects (working places for local con-
sultants, purchase of equipment etc.)? Does the importance of the resource dimension of TA
projects change with improvements in the economic and fiscal position of beneficiary coun-
tries?

To what extent is the effectiveness of TA dependent on the country/organization providing this
assistance? Is there any relationship between beneficiary’s interest in technical expertise pro-
vided by some country and economic collaboration with this country?

Did the recent EU accession of former Soviet Bloc countries make any change in TA delivery
to CIS countries? Is their experience of transition to democracy and market economy applica-
ble for and sufficiently utilized in CIS countries?

Does the emergence and strengthening of non-OECD development models (e.g., Russia and
China experience) influence TA project implementation in the CIS? To what extent and how do
beneficiary countries utilize the technical expertise of these countries?

Political Economy of Technical Cooperation

18.

19.

30

In your opinion, to what extent is it typical for TC stakeholders to have not only explicit (benefi-
ciary capacity building), but also hidden (political interests of donor countries or vested inter-
ests of TA providers and government officials on the beneficiary side) agenda?

In your opinion, do TC stakeholders (donors, beneficiaries and providers) have adequate un-
derstanding of the interests of other TC parties? Do not they under/overestimate their counter-
parts’ hidden agenda?
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20.

21.

22.

23.

To what extent are TC stakeholders accountable to their constituencies? How well informed
are governments and civil societies both in donor and beneficiary countries about (and have
interest in) amounts, quality and effectiveness of provided/received TA?

To what extent do the corporate interests of TA donors and/or beneficiaries influence volumes
and contents of TA? How does this influence TA effectiveness?

Are your satisfied with the competition level on the TA services market? What could be done
to increase competition on the market?

Are the existing TA provider selection procedures transparent enough? What kind of improve-
ments in this process could be possible and desirable?

Improvement in Effectiveness of Technical Assistance

24,
25.
26.

In your opinion, what should TA donors do to improve TA effectiveness?
In your opinion, what should TA beneficiaries do to improve TA effectiveness?
In your opinion, what should TA providers do to improve TA effectiveness?

Thank you very much for sharing your knowledge and experience with us.
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