
9 Project and program management

The growing number of development projects and
programs has strained the managerial capacity of
governments in all developing countries. This trend
is likely to continue in the 1980s as population
increases and expectations rise. While lhere is no
general formula for avoiding management strains,
experience has revealed ways of easing them.

The requirements of project management vary
widely according to the nature of the project and
the number of objectives and agencies involved.
In particular, management techniques appropriate
for physical projects (building and maintaining in-
frastructure, operating industrial plants and utili-
ties) differ significantly from those needed in peo-
ple-centered development (small farmer agriculture,
education, family planning, health and nutrition;
and infrastructure and housing projects where
beneficiaries participate in design, construction, or
maintenance). In general, methods in physical
projects are well understood: constructing and op-
erating an oil refinery may not be simple, but the
technology is well specified and can be applied in
different countries and cultures. The main man-
agerial requirements are to train and motivate staff
and to strengthen operational control. Because
performance can be measured in terms of physical
output, there is much scope for reinforcing gov-
ernment efforts by using private contractors.

In contrast, less is known about how to change
patterns of behavior so that people adopt new
farming methods or birth control, because cultural
influences predominate. These uncertainties about
people-centered development are combined with
less managerial control, since success depends on
stimulating peoples' voluntary participation. Man-
agement therefore requires experimentation, flex-
ibility, and a willingness to work closely with pro-
gram beneficiaries to learn about, and respond to,
local needs. Governments often find programs in-
volving the poorest are the most difficult to make
effective. The answer to this dilemma is not to
give up, but to build steadily on experience.

The first two sections of this chapter contrast
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the management approaches needed in physical
and in people-centered development. The final
section reviews the management problems that
arise when projects and programs involve several
implementing agencies. Again, there is a contrast
between physical projects, which can rely on con-
tracts between agencies, and people-centered pro-
grams, which need continuous informal contacts
among field staff.

Managing physical development

Construction projects enjoy a big advantagethe
availability of technical solutions; and suffer from
two common weaknessesthe easiest solutions
are not always the most economically efficient,
and financial constraints can delay projects and
starve them of resources for maintenance.

Well-defined technology. Fertilizer plants, refi-
neries, dams, highways, and other projects are
broadly alike in that they are built according to
well-defined methods, Technical problems can still
arise, of course, but the techniques for solving
them are generally available to management. Where
skills are lacking domestically, they are universal
enough to be imported. For example, a scheme in
southern Sudan to build the large Roseires dam
used designs by French and British consultants,
and was managed by an Italian contractor. Despite
its remote location and consequent transport dif-
ficulties, the dam was built in five years instead
of six, and for 97 percent of the estimated cost.

Economic efficiency. The fastest and easiest op-
erational solutions are not necessarily ideal in eco-
nomic terms, however. Developing countries with
abundant labor ought in theory to avoid capital-
intensive construction techniques, yet they often
lack the capacity to manage large labor forces. Nor
do some countries do much to encourage the de-
velopment of such a capacity. For example, a key
criterion for promotion of government engineers
is often their experience in managing machinery.
Such biases can be reduced by the creation of labor-



based construction departments offering security
and prospects of promotion, as Honduras did for
highway construction in 1976.

Financial constraints. New construction is often
smoothly implemented because it is politically at-
tractive and therefore given financial priority.
Nonetheless, delays are still common, and not
simply because of bureaucratic procurement pro-
cedures or supply problems. Budgetary shortfalls
also occur, and are made more damaging because
many construction projectsdams, roads, facto-
riesare indivisible. They cannot be scaled down
or modified in response to financial constraints. It
is therefore particularly important that govern-
ments make realistic provision for construction
projects in their budgets (discussed in Chapter 7).

Operating physical projects

Chapter 8 explored in detail the problems raised
when managers of physical projects are set several
(often conflicting) goals by government. Yet even
when managers have clear goals and real auton-
omy, physical projects generally cause more trou-
ble during their operating, than during their con-
struction, phase: the troubled history of Togo's
CIMAO clinker plant, built with only trivial time

and cost overruns, is an example. Problems arise
partly because commitment to operating efficiency
is harder to sustain than commitment to the short-
term goal of completing a building. But it is also
because, unlike one-time construction projects that
can be managed with foreign technical assistance
where necessary, continuous production or serv-
ice operations must depend on local managers.
Their expertise can be developed only over long
periods.

Skilled top management is often seen as the key
to operating success, yet outstanding senior man-
agers are scarce and cannot run large institutions
single-handed. The case of PUSRI in Indonesia
(see Box 9.1) illustrates the importance of a long-
term development' strategy for training middle
management and workers, and for building phys-
ical and financial control systems to monitor per-
formance. The managerial task also varies from
project to project. Sometextiles, cement, power
and chemical plants, for examplehave relatively
simple technologies, needing relatively few skilled
staff. Otherssuch as steel productionare harder
to manage because they involve many processes
in which human skills are critical and error costly.
Managing large work forces is difficult in any
country, but developing countries face special

Box 9.1 PUSRI: a long-term strategy for management development
PUSRL Indonesia's largest fertilizer com-
pany, has an international reputation for
efficiency in both construction and pro-
duction. Its two most recent expansions,
supported by foreigr aid and totaling $135
million, were completed in 1977, one
month and four months ahead of sched-
ule. Efficient cost control and higher-than-
anticipated capacity utilization in the early
years of production helped to produce
rates of return significantly higher than
initial appraisal forecasts. PUSRI's suc-
cess at home has led to a contract to train
Bangladesh nationals in fertilizer pro-
duction, and to a joint venture with Kel-
logg to build plants in other developing
countries.

An outstanding general manager
helped get PUSRI off the ground in 1959.
But the company's subsequent success
was due to its strong and stable technical
and middle management team and to ef-
fective financial control systems. While

PUSRI's training program draws on ex-
pertise from abroad and from local
universities, its emphasis is on technical,
financial, and marketing skills immedi-
ately relevant to employees' day-to-day
tasks. Production directors regularly lec-
ture in the classroom, and much of the
training takes place on the job.

PUSRI pays special attention to devel-
oping skills in financial management,
since there is no specialized accounting
education in Indonesia. Foreign consult-
ants were brought in to establish cost
centers and to improve procurement,
management information systems, cap-
ital budgeting, and financial planning.
This attention to financial management
goes far beyond the needs of the official
government audit, which is concerned
mainly with compliance with regula-
tions. It has ensured the company's fi-
nancial success, and thus a prestige that
helps to attract and retain competent staff.

F'USRI has also earned the confidence of
government, which ensures its contin-
ued autonomy.

The company's personnel policy sees
training and incentives as part of a single
package. Incentives come partly in the
form of fringe benefitshousing, trans-
port, and medical facilitieswhich may
be as important to employees as their
basic salaries. But the company also uses
training schemes as an incentive in
themselves. Training is not limited to
PUSRI staff; other fertilizer companies in
Indonesia put their technicians and man-
agers through PUSRI courses. The pros-
pect of career advancement outside the
company encourages PUSRI staff to seek
further training to upgrade their skills.
By consciously training more staff than
it can handle, PUSRI has turned staff
"wastage" into a valuable incentive.
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problems. They often need to train many people
from scratchfor example, more than 3,000 in the
Vinh Phu pulp and paper project in Viet Nam,
which was constructed with assistance from Swe-
den. And managers may need to overcome cul-
tural barriers in getting workers to adapt to the
discipline demanded by productioi% lines.

Operating performance is also affected by the
number of links joining the individual enterprise
to the rest of the economy. To operate efficiently,
the Vinh Phu paper plant depends on forest plan-
tations, water treatment and power plants, local
schools and health centers, and road, rail, and
river transport. Many of these services are outside
the control of the project's managers.

Having few customers or suppliers greatly sim-
plifies project operation. PUSRI's performance, for
example, is helped by the fact that it depends for
resources on only one key supplier (the national
oil company), and for revenues on output prices
set by the Indonesian government. By contrast,
organizations that depend on charges levied on
many users, such as Sao Paulo's successful water
supply and sewage company, need to place high
priority on the development of financial and ac-
counting systems to charge and collect from thou-
sands of consumers.

Managing large maintenance programs

While production and service operations tend to
be less efficient than project construction, main-

tenance operations are typically less efficient than
either. This is partly because successful mainte-
nance provides no visible result, and so can seem
dispensable. Maintenance and rehabilitation pro-
grams depend on continuing budgetary support,
but are often neglected in favor of new projects
(discussed in Chapter 7)a "capital bias" that is
shared by foreign development agencies.

Large, dispersed maintenance programs are par-
ticularly hard to supervise and control from the
center. Experience with highway maintenance
illustrates three ways of responding to these
difficulties:

Force account operations (whereby govern-
ment departments carry out maintenance them-
selves) can counter the lack of a profit motive with
improved training and personal reward systems.
Training programs in Kenya, Zaire, Brazil, Ethio-
pia, Nigeria, and the Dominican Republic have
introduced "training production units." In place
of classroom instruction, one or more stretches of
road are given to each training unit which then
has sole responsibility for their maintenance.
Trainees therefore learn their skills in the field,
and their performance is judged by the results
they achieve.

Although large programs are bound by low civil
service pay norms, trained staff can often be mo-
tivated through prompter payment linked more
closely to performance. For example, wages paid
ten days late have been associated with a 25 per-

Box 9.2 Contracting maintenance to the private sector
Argentina has many private contractors
who have taken over maintenance of
about half the national road network since
1979. Other countries have moved less
rapidly, often to ease the costs of tran-
sition. In Brazil, for example, the federal
highway authority reduced the extent of
roads it directly maintained by almost 75
percent between 1970 and 1980. In Yu-
goslavia, with more than twenty years
of experience of universal subcontract-
ing, as few as five inspectors and one
director control maintenance for a road
network of 4,700 kilometers in Slovenia.
Slovenia's entire road authority (includ-
ing planning, construction, mainte-
nance, operations, and safety) consists
of only 185 people.

It is difficult to make direct compari-

sons of the cost-effectiveness of private
versus public sector operations, since the
latter seldom account for indirect costs
such as interest. Nevertheless, the lim-
ited evidence available favors contract-
ing. In Brazil, cost-plus contracts are still
the primary method of contracting,
though they give little incentive to con-
tractors to control their costs. They also
involve government in supervising
quantities used, as well as inspecting re-
sults. Competition for contracted work
has been keen: of a sample of 180 cost-
plus tenders, 45 percent attracted six or
more bids each, more than two-thirds,
at least three bids. And in one region of
Brazil, where the public sector operation
is considered one of the most efficient,
and where government accounts for in-

direct costs, it has been possible to make
a comparison; for the same work, private
contractors were 37 percent cheaper.

One main reason contractors are
cheaper is their flexibility. They gear up
more easily for peak demand and slim
down faster when demand slackens. As
a result, the capacity utilization of equip-
ment is between 70 and 90 percent for
private contractors, while force account
operations average 40 to 50 percent. Since
force accounts treat labor and equipment
as fixed costs, even a small reduction in
a project's budget significantly reduces
output, because the cutback is in variable
costsfuel and other materials essential
to the project.
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Box 9.3 Backing decentralization with authority and resources
Two examples of how projects can be
delayed:

In a West African country, local
managers do not have the authority to
buy even small supplies of materials for
their project. Authority rests with a trav-
eling paymaster who makes short and
unannounced visits, and will release
funds only to the purchasing field officer
in person. As a result, field staff spend
up to a third of their time waiting for the
paymaster rather than carrying out their
duties, and supplies are held up for as
long as six months.

One East African agricultural project
was hampered by an unreliable postal
and telephone service; lacking a telex or
a photocopier, it could distribute multi-

pie copies of forty-page bid documents
only through laborious retyping and a
series of fourteen-hour bus journeys to
the capital city.

Such stories are common, and result
in delays costing hundreds of times the
value of the missing local good or serv-
ice. The solution lies in matching dis-
bursement authority and resources with
responsibility for implementation. For
example, Mexico's rural development
program (PIDER) shifted disbursement
authority from Mexico City to state gov-
ernments in 1977. Each state set up PIDER
accounts, and payments to contractors
were authorized locally after checking
field supervision reports against a con-
tractor's or agency's invoice. The new

payment process was much faster and
thereby resulted in some cost savings:
contractors were often willing to lower
prices when they were not obliged to
wait months to be paid.

In Morocco the Ministry of Agriculture
has decentralized its procurement pro-
cess in line with a shift in responsibility
for agricultural development programs
to its regional and provincial offices. Lo-
cal management has been strengthened
by staff engineers from the center, who
have received in-service procurement
training. Field staff familiar with local
problems now have the capacity to sup-
port and supervise local contractors.

cent drop in productivity in Lesotho. Cumbersome
payment procedures as well as budgetary prob-
lems are often at fault. In Honduras, for example,
before the system was simplified, several depart-
ments and two different ministries were involved
in paying highway construction workers, who each
had to collect five different stamps and signatures
before being paid each month. Cutting this kind
of red tape can greatly improve force account
performance.

Contracting to private companies. This can
reduce the management load on highway depart-
ments and increase cost-effectiveness (see Box 9.2).
Experience in countries as diverse as Brazil,
Yugoslavia, Argentina, and Kenya suggests that
the prospects for subcontracting are promising.
While much depends on the capacity of the private
sector in each country, the availabffity of such work
spurs the growth and skills of private contractors.

Using local communities to maintain local
roads. An important example is the "lengthman"
system for rural road maintenance, successfully
used in Kenya, Colombia, and elsewhere. Under
this system, maintenance workers are hired as part-
time contractors responsible for from one-half to
two kilometers of road in their area. Roads are
inspected once a month, and contractors paid only
if maintenance is adequate. Community concern
the contractor is known to many who use the road
he maintainsreinforces formal supervision. De-
pendence on machines and transport is reduced
to an absolute minimum, as is administration once

the system is established. However, as with all
labor-intensive methods, the demands on man-
agement are heavy while the system is being set
up, and technical assistance is often required.

These three strategies are not mutually exclu-
sive. Colombia, for example, is experimenting with
all three. Argentina maintains contract and force
account operations side by side. Use of both public
and private sectors can encourage efficiency through
competition; and it makes price-fixing and other
forms of corruption more difficult. Contracting
maintenance automatically involves decentralized
management, which can simplify dispersed op-
erations by dividing them into smallertasks. Col-
ombia's force account operation has used the same
strategy for its feeder-road program. Since 1980
the organization's twenty-four regional offices have
increased their responsibility for programming,
evaluation, and execution of works; the central
agency's role is now limited to logistic support and
overall planning, technical, financial, and admin-
istrative control.

Delegation by contract to the private sector guar-
antees financial resources and reduces bureau-
cratic controls. Within the government, however,
decentralization of responsibility is often not ac-
companied by a complementary grant of resources
and authority. Successful decentralization neces-
sarily involves limited but genuine local auton-
omy, as in the Mexican rural development pro-
gram and the Moroccan irrigation program (see
Box 9.3). But if decentralization is to be control-
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lableand, equally important, if it is to be polit-
ically acceptable to central governmentits essen-
tial complement is the strengthening of central
monitoring systems. This is a priority for both
physical and people-centered development pro-
grams.

Managing people-centered development

Programs to improve the productivity and welfare
of the poorwho in many countries do not share
even a common language with government ad-
ministratorshave always posed special prob-
lems. In the 1980s increasing concern about the
cost and replicability of programs is leading to
greater involvement of beneficiaries in the con-
struction, maintenance, and financing of local
projects that hitherto either were provided and
run by government or were simply unavailable.

People-centered programs are particularly hard
to manage because of the degree of uncertainty
involved. First, goals can be abstract ("community
self-reliance," for example) and performance not
quantifiable in terms of construction time and costs
or profits and losses. Second, there is little knowl-
edge of how to design suitable programs, because
they involve changing human behavior patterns
that vary among cultures and localities. Third, the
success of a project depends on whether people
want the services it offers: project managers there-
fore often have to create demand. The task of
management is thus more one of experimenting
and learning than of implementing known pro-
cedures, as is the case with physical development.

Responding to local needs

Learning about local communities requires social
skills not needed in physical developmentskills
still neglected by governments in developing
countries and by foreign aid agencies. Relative lack
of success in people-centered programs, coupled
with a growing sociological awareness, has led to
greater recognition of their complexity and uncer-
tainty. This has encouraged a gradual move away
from traditional "blueprint planning," in which an
initial learning and design phase is separated from
implementation and operation.

In blueprint planning, learning is accomplished
largely through surveys and pilot projects. The
former have important drawbacks. Although
microcomputers promise speedier data process-
ing, surveys remain complex and time-consuming
to organize. The large amount of data they gen-
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erate is often turned into usable information too
late for practical planning. Even when they are
timely, large-scale surveys are better suited to
quantitative analysis of people's assets and pro-
duction, for example, than to the qualitative as-
sessment of social relations and attitudes required
for program design.

Pilot projectslearning by doing, but on an ini-
tially small scaleanticipate implementation prob-
lems in a way surveys cannot. Provided they are
done by the agencies that will later be responsible
for operations, and use procedures that are rep-
licable on a large scale, they can greatly increase
responsiveness to local needs and bureaucratic
realities. Pilot projects make sense particularly for
agencies (including donors) required to justify fu-
ture spending with firm and tested proposals.

They do not solve all the problems of running
big programs, however. These programs need to
be adjusted over time in response to varying local
needs and environmental conditions. More recent
planning methods have therefore moved toward
a continuous learning and design process during
implementation. Rather than design one initial
replicable plan, the aim is to develop a flexible
system for producing local plans in conjunction
with local people. Managing the link between bu-
reaucracy and people therefore becomes centrally
important.

For foreign development agencies, as for recip-
ient bureaucracies, the need to shift away from
blueprint planning is challenging and not entirely
welcome. Pressures to "move money" encourage
focusing on the appraisal, commitment, and con-
struction phases of projects rather than on their
operation. This focus is reinforced by donors' strong
preferences for financing capital and foreign ex-
change rather than recurrent and local costs. These
pressures, coupled with an interest in quick, vis-
ible, and preferably measurable results, have en-
couraged donors to take a short-term view of the
development process. They have often paid in-
sufficient attention to institutional factors. They
have also badly underestimated the persistence
needed to mobilize the rural poor, to make full
use of local skills and experience, to sort out com-
peting interests and objectives, and to try alter-
native ways of expanding income and employ-
ment. While some external agencies have acquired
a longer-term perspective through multiple proj-
ects with individual institutions, others must be
more prepared to look at their relations with
developing countries in a time frame of decades
rather than of two or three years.



For governments, greater participation of local
communities has both drawbacks and advantages.
On the one hand, it adds to the management bur-
den of government at the project design stage.
Also, where communities are highly stratified, par-
ticipation may bring to the surface tensions between
local interest groups: local elites, which dominate
"community" organizations, may oppose the in-
volvement of disadvantaged groups and take over
programs to serve their own ends. In addition, field
staff may not be enthusiastic if working for local
communities is thought to incur loss of authority
and status, as well as inconvenience.

On the other hand, some form of partnership
with local communities in the design of programs
is essential, if plans are to meet beneficiaries' needs
and encourage contributions of money and labor.
Without such contributions, programs may never
be viable or, once started, may not be sustained.
The widespread success of "sites and services"
schemes during the 1970s indicates that commu-
nities are prepared to shoulder much of the finan-
cial and managerial burden of development if design
technologies and levels of service are appropriate
and affordable.

There are different ways of involving local corn-

munities, of course. In the Philippines, a new ap-
proach being tested by the National Irrigation
Administration treats local organization and au-
tonomy as a major goal of development, desirable
in its own right (see Box 9.4). In contrast, the
Training and Visit (T&V) System of agricultural
extension pays less attention to community or-
ganization, though it stresses responsiveness to
the needs of beneficiaries (see Box 9.5). T&V's
framework of routine procedures, tight supervi-
sion, and lack of emphasis on community mobi-
lization have eased its adoption in traditional de-
velopment bureaucracies. Suitably adapted, T&V's
management principles have great potential for
increasing access to basic services (for example, in
primary health care and certain types of educa-
tion). In these areas, the morale of field staff is
often low because they have unclear goals and are
poorly supervised, supported, and trained.

While the financial burden of T&V and similar
systems falls entirely on government, the costs can
be minimized by using part-time paraprofessionals
recruited from the communities they are to serve
and trained in basic skills. In eastern Senegal, for
example, herdsmen from traditional communities
have been trained as "barefoot vets" responsible

The traditional focus of irrigation devel-
opment on technical design and con-
struction has often led to long periods of
inefficient operation while water man-
agement skills are developed. Since 1976
the National Irrigation Administration
(NIA) in the Philippines has been ex-
perimenting with a different way of pro-
moting small irrigation schemes.

NIA is developing water users' asso-
ciations before the systems are built and
involving farmers in their planning and
construction. The result is irrigation sys-
tems that better meet local needs and a
strong and representative farmers' or-
ganization ready to aid in water alloca-
tion as soon as the irrigation scheme has
been built. Instead of farmers participat-
ing in NIA schemes, the emphasis is in-
creasingly on NIA participation in the
farmers' own efforts. The new approach
has been directed by a Communal Irri-
gation Committee of senior NIA officials.
They are supported by social scientists

from several research institutions, both
in the Philippines and abroad.

Social scientists participated heavily in
the initial pilot project in central Luzon,
which concentrated on developing an
approach to irrigation that made sense
to the villagers. This first phase"learn-
ing to be effective"differed from con-
ventional pilot projects in that its aim
was not to produce a technology to be
packaged and applied elsewhere. Its pri-
mary purpose was for NIA to learn how
to work with local people to develop their
own capacity to manage irrigation.

The second phase"learning to be ef-
ficient"began with two new projects in
central Luzon. Many problems encoun-
tered in the first project were anticipated
and avoided so that construction could
start sooner. A researcher was stationed
in each of the two sites throughout this
phase, providing monthly reports on the
activities and concerns of the farmers,
the community organizers, and the en-

gineers. In 1980 the program entered its
third phase, "learning to expand." One
project was established in each of the
nation's twelve administrative regions,
and in 1981 each region added two more.
In 1982 participatory projects were be-
gun in each of sixty-six provinces, and
by 1983 the participatory approach had
become the standard for communal
irrigation assistance throughout the
country.

Many NIA staff have found greater job
satisfaction working with farmers, and
farmers, for their part, watch that the
money they contribute to construction is
well spent. They observe the opening of
bids and help check the quantity and
quality of materials and find the lowest
prices for locally purchased goods.
Working in partnership has added a new
dimension of accountabilitydownward
to farmer clients, as well as upward in
the bureaucratic hierarchy.

93

Box 9.4 NIA: learning a participatory approach to irrigation development



Training and Visit &V) has been adopted
as the extension method in more than forty
agricultural projects in about twenty
countries, and has influenced many
others. It has four broad principles:

Concentration. Village-level workers
(VLWs) spend their time learning from
and advising farmers; they are not ex-
pected to deliver supplies, to organize
credit, or to make reports. In India, where
T&V has been adopted by thirteen states,
moving to a single line of command and
responsibility required extensive reform
of a system that previously gave VLWs
a multipurpose role in community
development.

Simplicity. VLWs are trained every
two weeks, with emphasis on what is
important for farmers to know about the
current stage of cultivating their most
important crops. This ensures the rele-
vance of VLW work and does not over-
burden them with more information than
they can handle.

Regularity. There are rigid schedules
for farm visits, training, and supervision,

usually based on a two-week cycle. VLWs
spend eight days a fortnight visiting eight
separate farmers' groups, returning fort-
nightly to each group on the same day
of the week, This means that farmers
know when and where to find extension
advice, and can hold the VLW account-
able if he does not keep to his schedule.
The regular schedule also means that ex-
tension supervisors know where all staff
will be on any given day. Each super-
vising extension officer has no more than
eight people under him, so that he can
visit each of them not less than once a
fortnight. Group training for VLWs, also
rigidly scheduled, is carried out fort-
nightly in the field by specialists and ag-
ricultural extension officers. In addition,
monthly training workshops are held,
which are attended by extension spe-
cialists, researchers, and supervisors. At
these workshops, forthcoming advice is
refined and disseminated and farmers'
reactions are reviewed.

Communication. T&V recognizes the
importance of effective communication

links between researchers, extension staff,
and farmers. Face-to-face meetings, held
as far as possible in farmers' fields, re-
place the common emphasis on time-
consuming and unproductive written re-
porting. This allows quick and effective
feedback and adjustments where nec-
essary. VLWs do no more than keep a
simple diary of key messages and farm-
ers' reactions for their own reference.
Meetings with farmers, in which super-
visors participate, are the main means
not only of monitoring field staff per-
formance but also of defining priorities
for agricultural research.

None of the individual management
principles of T&V is new. What distin-
guishes T&V is that it has combined mu-
tually reinforcing management princi-
ples into a clearly defined system for
managing activities which are geograph-
ically scattered and constantly changing.
Consistent commitment from senior offi-
cials has been critical to sustained success.

for vaccinations and simple medical treatment,
leaving fully trained (and scarce) veterinarians to
handle more complex cases.

Political backing

Commitment to the mass provision of services in
rural areas is difficult to sustain against the vested
interests that favor urban elites. This is true even
where the dominant political doctrine stresses the
importance of local communities: in 1965, Mao
Zedong summed up China's struggle to achieve
responsive primary health care with his exclama-
tion that "the Ministry of Public Health is not a
Ministry of Public Health for the people, so why
not change its name to the Ministry of Urban
Health, the Ministry of Gentlemen's Health, or
even to the Ministry of Urban Gentlemen's Health?"

Governments find it particularly hard to redirect
their bureaucratic efforts to serve local communi-
ties when corruption affects the attitudes of field
staff (see Box 9.6). For that reason, programs that
do not involve money changing hands have a great
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advantage. The T&V scheme is one example: ex-
tension workers have nothing to do with the pro-
vision of agricultural inputs such as seed and fer-
tilizertheir service emphasizes professionalism
and pride in performance. By contrast, in irriga-
tion management, which is responsible for repair
works and rationing a valuable commodity (water),
other approaches must be considered. Morocco
and India have experimented with burying irri-
gation pipes to reduce the chances of their being
tampered with: the extra capital cost can be more
than justified by higheragricultural production.

Corruption can also bechecked by community
participation in the design, operation, and financ-
ing of programs, since this increases the account-
ability of field staff to local people. In some irri-
gation schemes in Asia, for example, farmers can
give part of their water charges to managers as a
performance bonus. Information can also be a
powerful weapon for increasing accountability. This
was shown by Kenya's decision in 1978 to publish
high school examination results comparing the
performance of schools and districts. Political and
official interest was thereby awakened and resulted

Box 9.5 The Training and Visit System of agricultural extension



in awards for successful schools; in 1980 and 1981,
schools markedly improved their performance.

Alternatives to government action

Physically and psychologically remote from the
poor, bureaucracies are often unable to respond
to popular needs, even when money and man-
power are not a constraint. Their work can become
more effective by making greater use of the skills
of nongovernment organizations (NGOs) and the
commercial private sector. In many countries, small
private traders, moneylenders, and truckers al-
ready provide farmers with convenient and flexi-
ble support services. Their potential disadvan-
tagesmonopoly pricing and diseconomies of small
scale, for exampleare not always assessed against
the often greater inefficiencies of government serv-
ices, especially when the latter are given a mo-
nopoly. One alternative to state services is the
"pump-priming" of private sector activityand of
increased competitionthrough the provision of
credit. Other examples include the provision of
extension advice by private traders in agriculture
and village midwives in health; and the substitu-

tion of private tubewells for lumpy government
investments in dams.

The work of NGOs is sometimes hard to coor-
dinate with big government programs. Yet the
contribution of both foreign and indigenous NGOs
is often underestimated by official bodies. NGOs
in the industrial countries of the OECD alone
transferred some $2 billion to developing countries
in 1981. NGOs have developed technologies from
windmills and water handpumps to beekeeping,
and services from primary health care to farm credit.
An NGO which began a self-help housing project
in El Salvador in 1968 (see Box 9.7) has now helped
to build more than 4,300 houses with about 7,000
more under construction. In Bangladesh, the com-
bined efforts of NGOs in promoting nonfarm rural
employment are greater than those of govern-
ment. The effectiveness of NGOs is the result of
many factors: commitment to poverty relief; free-
dom from bureaucratic procedures and attitudes;
scarce funds, which force concentration on prior-
ities and replicable technologies; and their small
size, which makes it easier to understand and re-
spond to the needs of local communities.

The perverse incentives that can deter-
mine field staff behavior have been thor-
oughly documented in the case of an
irrigation program. The program man-
agers have two main sources of illicit in-
comethe annual maintenance budget
and the farmers. By long-established
convention, 8.5 percent of the price of a
maintenance contract is shared among
irrigation staff-2.5 percent to the senior
engineer (in charge of an area of 80,000
to 400,000 acres), 1 percent to the clerical
staff and draughtsmen, 5 percent to be
split between the works supervisor and
the junior engineer (in charge of 30,000
to 100,000 acres). This minimum kick-
back is supplemented by "savings"_the
contractor uses less material or carries
Out less work than specified, and the
money saved is split between irrigation
officers and the contractor. The size of
these savings is negotiable, but is nor-
mally at least 15 percent of the value of
the contract, sometimes as much as 40
percent.

By custom, senior engineers receive
further payments on top of the 2.5 per-

cent of each maintenance contract. They
expect 5 percent of each irrigation area's
total works budget (including the amount
spent on field staff salaries). Since junior
engineers generally cannot find this
money from their works budget alone,
they raise some of it from farmers. In
return for an assurance of water for the
whole season, villages whose water sup-
ply is uncertain make a flat-rate pay-
ment. They may also make one-time
payments for more active intervention
by irrigation staff depending on weather
conditions and the immediate need for
water. In relation to incomes, the scale
of such corruption is large: for junior en-
gineers, it is often more than three times
their annual salary, and for senior en-
gineers more than eight times. Since ap-
pointments to these posts are valuable,
they are bought rather than decided on
merit. Senior engineer posts cost from
three to well over ten times annual sal-
ary, depending on productivity and hence
on the farmers' ability to pay.

Systematic corruption means that bud-
gets, already short of money, do not pro-

vide the construction and maintenance
they are intended to. Staff have an in-
centive to disrupt water supplies in order
to increase farmers' uncertainty and hence
their willingness to pay bribes. As for
farmers, villages which can afford the
biggest bribes get the most water, to the
detriment both of equity and of farm pro-
duction over the irrigation system as a
whole.

Safeguards against corruption are
needed at every level. Politically, the ac-
countability of officials to ministers, and
ministers to the general public, is a well-
tried way to minimize abuse. For pro-
grams. pressure on corrupt managers can
also be increased by making clients (es-
pecially the poor) more aware of their
rights. One Asian irrigation scheme has
worked out detailed individual rights
how much water will be supplied and
when. Rights are displayed on large
boards at the canals or pumps, and water-
measuring devices that all farmers can
understand are provided. Organizing
beneficiaries to act collectively can also
increase farmers' leverage.
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Box 9.6 Field staff incentives: private profit versus public service



Box 9.7 Housing for the poor: tapping local initiative in San Salvador
In 1968 a small group of people orga-
nized by a priest and a Peace Corps vol-
unteer helped to rehouse thirty families
who were victims of flooding in San Sal-
vador. Two years later, with the backing
of local businessmen, La Fundacion Sal-
vadorena de Desarrollo y Vivienda Min-
ima (FSDVM) was registered as a non-
profit foundation. Expanding with
external financial support, by 1980
FSDVM had become a major producer of
low-income, institutionally financed
dwellings in El Salvador. Since then the
deteriorating political and economic sit-
uation in the country has reduced
FSDVM's effectiveness.

FSDVM's approach to housing was a
radical departure from government pro-
grams, which traditionally had concen-
trated on building houses that most of
the population could not afford. FSDVM's

basic house cost $2,800 in 1982, including
land and administrative overhead, with
credit repayment for families over twenty
years. In addition, FSDVM allowed peo-
ple to work on their houses in place of
down payments, so that about three-
quarters of all urban families could afford
FSDVM housing.

FSDVM emphasized appropriate tech-
nology, close contact with participating
communities, and learning by doing.
Houses were built in affordable stages,
with top priority given to secure land
tenure and services. Potential homeown-
ers helped reduce costs through mutual
help with construction at weekends, and
so laid the foundation for community
groups capable of self-management. Par-
ticipation in decisionmaking involved
beneficiaries in defining and solving their
own problems at every stage of the pro-

gram. As civil unrest grew, community
workgroups became more difficult to or-
ganize, and some basic construction was
taken over by small contractors; never-
theless, homeowners continued to help
each other with finishing work.

Before external factors intervened,
FSDVM's repayment record was excel-
lent: in July 1980, arrears on loans were
only 2.3 percent of the total outstanding.
The Foundation's low reserves made re-
payments essential for the program to
continue, so all those involved were mo-
tivated to build economically and to col-
lect debts. More important, FSDVM saw
its work not just as an end in itself, but
as a means of organizing and increasing
the self-reliance of the urban poor. The
sense of community created during con-
struction encouraged social responsibil-
ity and a willingness to pay.

Mass urban and rural services

The sheer scale of many people-centered programs
makes heavy demands on management. Urbani-
zation in particular will pose formidable challenges
for the developing countries, since they will con-
tain most of the world's large cities by the end of
the century (see Figure 9.1). The more successful
metropolitan development agencies, such as Cal-
cutta's (established in 1971), have recognized the
weaknesses of central control over detailed plan-
fling and operations and have helped to strengthen
a local government tier in closer touch with local
needs. For the metropolitan authorities, this has
meant politically difficult decisions to relinquish
executive control and operating budgets. They have
correspondingly strengthened their work in capi-
tal budgeting, long-range planning, coordination,
and fiscal management.

The Indonesian government's successful family
planning program has also decentralized day-to-
day managerial authority, involved local politi-
cians, and strengthened central monitoring. Re-
gional managers are largely free to set spending
and performance targets, but officials in Jakarta
insist on a realistic relationship between planned
and past spending, and strict adherence to budget
ceilings. Performance is monitored monthly on one-
page forms that are collated rapidly at the center,

96

and the results are immediately made available in
clinics, districts, and provinces. Each administra-
tive center receives a report ranking all subordi-
nate units by performance, which then influences
the allocation of finance the following year.

Monitoring systems, essential if field managers
are granted greater autonomy, serve two pur-
posesto maintain central control and to motivate
local managers. Applied intelligently, they can
produce big improvements in performanceeven
in their first year of operation, to judge by a new
monitoring system for rural health care in the In-
dian state of Maharashtra. If monitoring is to be
effective, the right balance must be struck between
sufficiency and simplicity, so that monitoring does
not divert managers from implementing pro-
grams. Often more could be done to develop sim-
ple indicators that relate inputs to outputs, and to
widen the use of monitoring systems as manage-
ment incentives.

Managing multiagency programs

As governments have grown more aware of the
interdependence of development efforts, their
projects and programs have become increasingly
integrated. They often involve many institutions
and functions, posing challenging and sometimes
overwhelming problems of interagency coordina-



tion. These problems have been widespread in the
complex "new-style" projects favored by the for-
eign development agencies from the early 1970s.

In some cases, it is a mistake to attempt an
ambitious integration of programs. Coordinating
the work of agencies with different interests and
power takes time and scarce managerial skills, and
can founder in bureaucratic politics. Between
agencies, coordination poses the same managerial
problem as people-centered development: how to
involve those outside a manager's direct control.

Where effective coordination cannot be assured,
complex programs can often be simplified by de-
linking them, or reducing the number of compo-
nents. Many of the world's most successful peo-
ple-centered programs were developed with a single
purpose: population planning in Indonesia, T&V
in India, tea development in Kenya, and rural ed-
ucation in Mexico, for example. The Kenyan gov-
ernment plans to divide its ambitious integrated
agricultural development program into a series of
administratively separate projectsin extension,
smallholder credit, livestock, and so on. Such de-
cisions recognize that it may often be important
for services to be available simultaneously, but not
always essential that they be integrated adminis-
tratively.

The need for coordination can also be minimized
by reducing the number of program components.
A recent scheme to rehabilitate watersheds in the
Indian Himalayas intentionally avoided burdening

FIGURE 9.1
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management with responsibility for education, vil-
lage electricity, health care, and roadsmuch
needed though all of these are. Instead, it con-
centrated on farming and fuelwood development,
which are critical both to local living standards and
to the success of measures for soil conservation
and reforestation. Similarly, Ethiopia's Minimum
Agricultural Package Project concentrated on a few
key tasks replicable on a large scale with limited
managerial resources.

Coordinating action

For some projects and programs, integration is
essential. Mines and factories, for example, often
cannot operate without parallel transport invest-
ments. In agriculture, new seeds will produce high
yields only if they have enough water and fertil-
izer. Even where integration is not critical, it may
offer significant benefits. Farmers will be more
willing to adopt new agricultural methods if they
have access to credit, ready markets, and trans-
port. Innovation is also stimulated by education,
while better health means less working time lost.
Similarly, in urban areas, health services are of
limited use without complementary water and
waste services.

Establishing cooperation. Where managerial re-
sources can handle the complexities of integrated
development, three strategies for coordination have
been commonly adopted:

Special management units with their own
budgets and resources set up parallel to, and ad-
ministratively isolated from, existing agencies.
While convenient for foreign development agen-
cies interested in short-term results, these are often
not in the interests of long-term institutional de-
velopment (see Box 9.8). They may also lead to
bureaucratic proliferation that complicates the tasks
of managing budgets and planning investment.

Contracts and written understandings be-
tween agencies. In the case of power supplies, for
example, some companies in India have required
guarantees of continuous electricity before they
will build new factories. In general, however, con-
tracts are hard to enforce unless tasks are clear
and performance quantifiablerarely the case in
people-centered development. Written under-
standings are more flexible than formal contracts.
Several Latin American countries have a tradition
of convenios between public agencies for the pro-
vision of services. For example, the Brazilian State
of Minas Gerais has successfully coordinated a rural
development program involving thirty-nine agen-
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Box 9.8 Project management units: integration in isolation
Parallel project units can increase the
speed at which projects are imple-
mentedby avoiding bureaucratic pro-
cedures and the need to negotiate the
cooperation of independent line agen-
cies. But they may also have long-term
disadvantages. Such was the experience
with the Thaba Bosiu Rural Develop-
ment Project in Lesotho. The project's
management unit was created in 1973 to
integrate road development and soil con-
servation, with supplies, credit, advice,
and marketing services to about 12,000
farmers. The unit was set up to com-
pensate for administrative weakness in
the Ministry of Agriculture, and proved
effective while the project was being im-
plemented. But its success was partly due
to above-average local staff attracted by
salaries higher than civil service norms.
When the project was completed, the staff
could not be integrated into the Ministry

of Agriculture because of salary differ-
entials. When the project unit was finally
dissolved, few if any institutional bene-
fits were left.

A more extreme version of this weak-
ness can be seen in Sierra Leone, where
a series of integrated agricultural proj-
ects, each with a separate management
unit, has proliferated to cover 80 percent
of the country. The result has been a
weakened Ministry of Agriculture with
a field staff demoralized by competition
from the project management units; no
clear lines of authority from headquar-
ters to the field; and an inability to plan
rational development in agriculture. The
government is now planning a gradual
reintegration of ministry and units.

Project units have however proved
useful vehicles for developing and dem-
onstrating new technologies, and can be
effective in the long-term if their even-

tual merger with a "parent" institution
is carefully planned from the outset. One
example is the introduction of the "Sites
and services" concept in urban housing.
Although the special management unit
of a pilot project in Zambia was dis-
banded after the project was completed,
the cheapness (and hence replicability)
of its approach had been so well dem-
onstrated that it was taken up by con-
ventional housing institutions. A similar
unit in Kenya was successfully merged
with the Housing Department of the
Nairobi City Council. Only when project
unit staff are motivated by the prospect
of a long-term career, will they be pre-
pared to work for salaries compatible
enough with the parent institution for
eventual merging of the unit to be pos-
sible.

cies within a convenio framework. In practice,
convenios tend to be renegotiable arrangements.
Their value lies less in the enforceability of the
contract than in the joint planning and negotiating
process before signature.

Informal cooperation. Most projects require
voluntary cooperation from agencies over which
project managers have influence but no direct con-
trol. Integration then becomes a matter of nego-
tiation between those who have certain rewards
and sanctions at their disposal, and agencies with
varying commitment to program goals. Three broad
lessons emerge from the many failures and few
successes. Where integration has worked well, co-
ordination has been planned at the project design
stage, rather than left to emerge during imple-
mentation; attention has been given to the people
and processes involved in building and maintain-
ing consensus, rather than simply to organograms
and structures; and coordinating mechanisms have
been designed at the appropriate hierarchical levels.

The importance of early involvement is dem-
onstrated in all successful integrated programs.
Agencies will have more incentive to identify with
a project and contribute to it if they have helped
to formulate goals, cooperated in design, and agreed
on their implementation tasks. Their roles can then
usefully be publicized: in two urban development
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schemes in Mexico and Liberia, agencies took part
in one- or two-day "project launch workshops" to
which politicians and press were invited, and in
which project goals and agency responsibilities were
set out. Public visibility provided recognitionand
the pressure of increased accountability to com-
munities.

Project plans often emphasize formal coordi-
nating structures in organograms, rather than the
composition of coordinating committees and the
power of their members. A common problem as-
sociated with liaison committees is the nomination
of senior officials who are too busy to attend reg-
ular meetings, and who therefore delegate this
task to junior staff lacking the authority to deal
with problems. Getting things done depends on
compromise between the power, knowledge, and
regular availability of committee members. Coor-
dinating committees can be made more effective
by balancing agency staff with representatives of
the beneficiaries and other political groups. This
can improve bureaucratic accountability as well as
involve interest groups with the power to support
or subvert program goals.

The appropriate level for effective coordination
depends on the activity involved. Production of
standardized services, for example, needs liaison
at the top of the hierarchy. Electric power in Col-



ombia is coordinated by one central company which
operates the national grid; when a joint effort is
needed, it pools the financial resources of regional
companies to develop hydroelectric schemes. Peo-
ple-centered programs, by contrast, require coor-
dinating links further down the hierarchy. Since
such programs focus on local needs, strong local
liaison is particularly important.

Maintaining cooperation. To be effective, coordi-
nation needs to be maintained when a program is
in operation. Cooperation can be encouraged by
sharing information and by joint budgeting, both
geared to performance criteria. The effectiveness
of coordinating committees depends as much on
the quality of information available to them, as on
the power and abilities of their members. Dia-
grams (known as critical path charts) showing the
links and lead times of all projects have been used
to monitor slum improvement and sites and serv-
ices programs in Madras and have helped reduce
construction time by a third. All project partici-
pants know immediately if any of them are falling
short of their commitment, and this knowledge
prompts corrective action.

Budgeting can also help to maintain coopera-
tion. Colombia's integrated rural development
program (see Box 9.9) has used its programming

and budgeting system to transform the attitudes
of agencies which had jealously guarded their in-
dependence. Budgets are now jointly agreed, and
later adjusted on the basis of performance; this
encourages each agency to make its promised con-
tributions. Budgeting units such as those in Col-
ombia differ from the special management units
described in Box 9.8 in that they do not have an
independent implementing capacity.

Some lessons learned: a summary

This chapter has illustrated how management can
adapt to the demands of different tasks. While
approaches vary according to the activity in-
volved, many successful projects and programs
share certain qualities:

S The development of management skills
through on-the-job training and incentives. On-
the-job trainingemphasized by PUSRI in fertil-
izer production, TANESCO in the case of a utility,
training production units in road maintenance, and
in the Training and Visit system of extensionis
relevant and avoids diverting staff from produc-
tive work. Different incentives have been used to
retain and motivate staff: apart from financial re-
wards, they include promotion prospects and sta-

Box 9.9 Integrated rural development in Colombia

Colombia's rural development program
uses its planning and budgeting system
to coordinate the activities of eight de-
partmental administrations (the provincial
level of government), four central line
ministries and their provincial representa-
tives, eight other government agencies, and

about 2,500 veredas (communities of 50 to
100 families) in 226 municipalities where
small farmers predominate. It has brought
clinics and schools, water supply, elec-
tricity, and rural roads to more than a
million people; more than 100,000 farm-
ers have been trained; agricultural pro-
duction has increased; and about 1,000
hectares of forest land have been re-
planted by smallholders. This program
is being extended to another 126 munic-
ipalities and eventually will have nation-
wide coverage.

Programming and budgeting is initi-
ated and coordinated by the National
Planning Office, which annually pre-

pares budgetary guidelines and selection
criteria for investments. Programming
then proceeds from the bottom up. Ver-
eda assemblies select priority invest-
ments and activities. Their proposals are
examined by technical, municipal, and
provincial committees, which include
representatives of line agencies and ben-
eficiaries as well as local and regional
government. National planning officials
working with provincial governments
help to combine individual budgets into
an overall program. This program is then
presented to an interministerial commit-
tee, which need not get involved in bi-
lateral negotiations with individual agen-
cies. Instead, it judges the budgets against
the objectives and achievements of the
program.

Thereafter, the program is coordinated
in two ways. First, national planning of-
ficials at the provincial level can suspend
disbursements to any agency whose per-

formance, judged by field visits and
monthly financial statements, is deemed
unsatisfactory. Second, beneficiaries can
ask for changes through the local and
municipal committees; on their recom-
mendation, the provincial representative
of the National Planning Office can au-
thorize program and budget adjustments
without prior approval from the national
management unit.

To use the budget as a coordinating
device, the Colombian program departs
from budgeting procedures standard in
many countries. First, budgetary and
disbursement authority is vested in an
independent unit. Second, money is al-
located to agencies on the basis of their
previous year's performance (this re-
quires a rapid reporting system). Third,
money is released in tranches according
to performance instead of being auto-
matically disbursed when the project has
been designed.
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bility of tenure (PUSRI); collegial management styles
(NIA in the Philippines and T&V); and public
ranking and recognition of performance (Indone-
sia's population program and Kenya's examina-
lion system). Management development policies
often have their main payoff in the longer term,
so a continuous commitment to them is a precon-
dition of success.

The use of external resourcesthe private sec-
tor, nongovernment organizations, and program
beneficiaries. This involves corresponding changes
in managementsuch as the ability to supervise
contractors (road maintenance in Argentina and
Yugoslavia), and to enlist the help of beneficiaries
(NIA and FSDVM). It also means changing tech-
nical designs to meet the needs of clients and en-
sure wider replicability.

Managerial autonomy coupled with the de-
velopment of management information systems.
Successful organizations have made individual
management groups the basic unit for measuring
performance (PUSRT's cost centers and the Indo-
nesian population program's field units). Timely
reporting of results has given managers the en-
couragement of recognition and the pressure of
possible sanctions (Colombia's monitoring and
budgeting system for rural development). Report-
ing results to beneficiaries and the general public
is also an important and much-neglected perfor-
mance incentive.

A simplified management task, through iso-
lating priorities, defining individual and agency
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roles, and dividing big programs into smaller tasks
and management teams. Clarity and concentration
count, whether in choosing a single program goal
or limiting extension advice to a few key messages
(T&V); agreeing on a set of goals and roles in
multiagency programs (the Minas Gerais inte-
grated program); or developing relevant skills (on-
the-job training). Successful schemes have also de-
veloped those management functions that are crit-
ical to particular tasksfor example, PUSRI's em-
phasis on financial management systems and, in
people-centered programs, the focus on learning,
adapting to local conditions, and managing the
link between bureaucracy and beneficiary.

This chapter has been concerned with initiatives
that are within the discretion of agency managers.
However, such initiatives often require support in
areas beyond the control of individual managers.
First and foremost, political commitment deter-
mines the adequacy of money and the competence
and security of senior staffthe preconditions of
a sustained management-development effort. Sec-
ond, project-level efforts to improve personnel
management cannot compensate for a sectoral or
national shortage of skills, or for national person-
nel practices that need reform; these issues are
discussed in Chapter 10. Third, some structural
and procedural improvementsdecentralization
and coordination, for examplemay also be pos-
sible only in the context of national measures; these
issues are taken up in Chapter 11.


