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English (Simultaneous interpretation services was provided in Korean)
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3—2. Program

Program Time Speakers

Registration 8:30-9:30 Registration

Opening Remarks
Young-mok Kim President, Korea International Cooperation Agency (KOICA)

Welcoming Remarks
Opening Tae-yul Cho Vice Minister, Ministry of Foreign Affairs (MOFA)

Session 9:30-10:10 Congratulatory Remarks

Sung-Hwan Kim Chair, SNU Institute for Global Social Responsibility, Former Minister of Foreign Affairs and Trad,
Republic of Korea

Keynote Speech
Finn Tarp Director, United Nations University World Institute for Development Economics Research (UNU-WIDER)
Hiroshi Kato Vice President, Japan International Cooperation Agency

10:10 - 10:30 Coffee Break

General Discourse on Governance and Institutions

Moderator: Finn Tarp Director, United Nations University World Institute for Development Economics Research (UNU-WIDER)
David Booth Research Fellow in Politics and Governance, Overseas Development Institute (ODI)

10:30-12:20 Thandika Mkandawire Professor, London School of Economics and Political Science (LSE)

Huck-ju Kwon Professor & Deputy Director, Asia Development Institute of Seoul National University

Session 1

Discussion and Q&A Sessions
Luncheon 12:20 - 14:00 Luncheon (13:20-13:50 Book Launching Event)
Successes and Pitfalls: Stories of Donors and Partners

Moderator: Eun Mee Kim Dean, Graduate School of International Studies of Ewha \Womans University

Steven Pierce Special Coordinator for Development Effectiveness, United States Agency for International Development (USAD)
Roel Van der Veen Academic Advisor, Netherlands Ministry of Foreign Affairs

Sooyoung Park Director of ODA Research Team, Korea International Cooperation Agency (KOICA)

Session 2
14:00-17:00 Carlos F. Toranzo Roca Chaimman, Steering Committee of the Strategic Research Programme in Bolivia (PIEB)
Frederick Golooba-Mutebi Honorary Research Fellow at the School of Environment, Education and Development (SEED),
University of Manchester
Jaime Faustino Program Director of Economic Reform and Development Entrepreneurship, The Asia Foundation
Discussion and Q&A Sessions
. . Closing Remarks
Closing Session 17:00 - 17:15

In Kim Vice President, Korea International Cooperation Agency (KOICA)

8 | The 8th Seoul ODA Conference

1 20141020 ODA 221 A.indd 8 2014-10-23 2= 51301L



I The 8" Seoul ODA International Conference

4—1, I Z|HlA

L "EEEN T |

St I

MZ ODA ZHglel= X[t 20072 AReZ, 0% 77 MHEHU=HMDGs)S HIR, ot=e) 7idde faguty,

Post=20152t 22 /Y EHY & 222 /i IEUY S IMPIZEH 2= £ et tell Sw
1 gf= B S5 ESole =29 22 Xf2|oigshRtct

OlH 3o

e

/o

AAEE =S5k Af2IS OFH6IAC:

T HHEA(Good Governance)2t 2 1HR1 M= R g Y =l QI SLet FHMIZ iFZ/0] oLt
H

25| Zo=R| 4 A =M=l BlolE QA= Rafier o(rt w2k 0 2|2z So= %
AT GHEEA S Chfet tide] AMES ol & FA 2dE Cifet 0|20 ARIE off2s

SofME = HHEALE S HHR1 X|=(Good Governance and Effective Institutions) £ M2 MIAIA A

ol & 2ot & =AlAele] =0| SEtE Hdolil, 24=9 d8 SRE Sall JHis flet 7

o
5k ODAQ| st

O 2ljof FO{SE 2i=of AANSZ HH AT FMIA, XA, EN SH0M ttbds 1iotod

= YR EoF JHUE=A=O| A 2 M= VNS fisiMe BIM 2i=o| Rt 2Es naith 3

O, R0 ~E=0| 21012 ownership)0| EL6ICHE Hl SHSINUCE 0 2|2 Salf A0 C

o Crefet g a2 & A0l theh =A|AE] =2l 7|efe 22 g /HEEg=e] AHEHAR M= IS

S/5t 1=t KOICAS! 20| CHef =olgt 2 Q/%ct

1 20141020 ODA 221 A.indd 9

Z12ArE | 9

2014-10-23 2= 5:SOIL




L "EEEN T |

The 8" Seoul ODA International Conference ST |

4—2. SOIC Background

The Seoul ODA International Conference has been hosted annually by the Ministry of Foreign Affairs(MOFA) of the
Republic of Korea and the Korea International Cooperation Agency(KOICA) since 2007, A diverse range of topics
has been covered including MDGs, development experiences of Korea, Aid effectiveness, Post—2015 and global
development partnership and so on. Since its inauguration, the Seoul ODA International Conference has been

dedicated to serve as a platform for general discourse on the issue of development.

Among all the issues that have emerged in development, governance and institution are key sectors that are
essential in every aspect of the discourse on development cooperation. In the line with this, the 8th Seoul ODA
International Conference investigated the implication of ODA on the issue of Good Governance and Effective
Institutions. Various speakers and participants from international organizations, government sectors, emerging donors,
developing countries, academia, civil societies and the private sector were participated in this conference to discuss
the governance and institutions that nurture inclusive growth of developing countries, Also, experiences of donors
and partners have been shared to examine the effective way to improve the present state of governance and

institutions of developing countries,

The speakers and participants from diverse backgrounds have emphasized that governance has to be examined in
the various aspects of economic, political and administrative perspectives. Also, all the stakeholders have reached
the conclusion that strategic approach including efforts to understand the social context of recipients is essential

to reform the governance and institutions of developing countries, as well as the ownership of recipient countries.
Through the conference, speakers and participants have provided insights and expectations for the recent discourse

on the governance and institutions for development cooperation. Also, the conference highlighted the role of Korean

ODA policy and KOICA in the areas of supporting good governance and effective institutions in developing countries,

10 | The 8th Seoul ODA Conference

1 20141020 ODA 221 A.indd 10 2014-10-23 9?—5:SOZL



[ The 8" Seoul ODA International Conference ST |

7H2]At Opening Remarks
ZIE= Young-mok Kim
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President, Korea International Cooperation Agency(KOICA)
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Ambassador Young—mok Kim has led the Korea International Cooperation Agency (KOICA) since May 2013 as President, He
was a career diplomat who served for 35 years with posts to Africa, the United Nations, the Islamic Republic of Iran, and the
US. Having specialized in Korea—US bilateral relations and global issues throughout his career, Ambassador Kim  participated
in policy—making and execution of security and economic agenda. He also participated in a number of negotiations with North
Korea, along with the US and multlateral delegations on North Korea™ s nuclear program. He assumed a leading role within the
Korean Peninsula Energy Development Organization (KEDO), which was established to deal with the North Korean nuclear deal,
as Deputy Executive Director for policy and the nuclear power plant project. During his career, he worked intensively with the
private sector—corporations, media, and NGOs- on trade, economic development, and culiure. As ODA of Korea grows, and
does expectation of international community, KOICA is working hard to join in the mainstream of International Development efforts,
As head of KOICA, Mr. Kim is promoting intensively ‘Inclusive Parinership”, which MDGs, Post—2015 discussion, and Busan

Partnership emphasize. Mr, Kim is expanding role of KOICA as a platform for diverse public, private players and stakeholders.

Zi2ArE | 11
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StHAF Welcoming Remarks
ZZEHE Tae-yul Cho
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Vice Minister, Ministry of Foreign Affairs
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Ambassador Cho Tae—yul has served his current position, Vice Minister of Foreign Affairs, since his appointment in March
2013, During over 34 years of his diplomatic career, he has held various senior positions in the Korean government
including, among others, Ambassador to the UN Office and Other International Organizations in Geneva, Deputy Minister
for Trade and Ambassador to the Kingdom of Spain, He was also appointed to a member of the Advisory Group of the UN
Development Cooperation Forum while he was serving as Ambassador for Development Cooperation. During his tenure
in Geneva, he played a pivotal role as Korea’s representative for WTO/DDA negotiations. He also served as Chairman
of WTO Dispute Panel and Government Procurement Committee. His chairmanship of the WTO Dispute Panel was the
first ever assumed by a Korean national. Vice Minister Cho graduated from the College of Law, Seoul National University
(SNU) in 1979. He continued his education on public international law at the Graduate School of SNU and international
relations at the University of Oxford. Vice Minister Cho was honored with the Order of Service Merit (Red Stripes) in 2008

and the Grand Cross of the Order of Civil Merit, Kingdom of Spain in 2012.

12 | The 8th Seoul ODA Conference
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= A} Congratulatory Remarks
2=t Sung-Hwan Kim
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Chair, SNU Institute for Global Social Responsibility, Former Minister of Foreign Affairs

and Trade, Republic of Korea
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Sung—Hwan Kim has been Chair of Institute for Global Social Responsibiity (IGSR) and Distinguished Visiting Professor
of Graduate School of International Studies at Seoul National University since March 2013 after serving as the Minister
of Foreign Affairs and Trade of the Republic of Korea, With a career spanning over 36 years, he has held a number of
senior diplomatic posts including the ROK™ s ambassador to Austria and Permanent Representative to the International
Organizations in Vienna and the ROK™ s Ambassador to Uzbekistan He was the Vice—Minister of Foreign Affairs and Trade
and then the Senior Secretary 1o the President for Foreign Affairs and National Security in 2008. He became the thirty sixth
Minister of Foreign Affairs and Trade of the Republic of Korea in October, 2010, He was appointed as a Member of the

UN Secretary—General’ s High—Level Panel of Eminent Persons on the Post—2015 Development Agenda in July, 2010.

Jl=are | 13
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7|Z=H4H Keynote Speech
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Director, United Nations University World Institute for Development Economics
Research (UNU-WIDER)
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Director of UNU-WIDER, Professor Finn Tarp leads and manages an internationally recognized multi—disciplinary and
policy relevant development economics research institute. Finn Tarp also holds the Professor Chair of Development
Economics at the Department of Economics, the University of Copenhagen, where he completed his MSc and PhD in
Economics. In 1996 he founded the Development Economics Research Group (DERG) at University of Copenhagen; and
since then, he has coordinated DERG' s extensive academic research, teaching and policy advisory activities alongside
a large portfolio of externally funded development economics research and capacity buiding projects. Professor Tarp is a
leading international expert on issues of development strategy and foreign aid with more than 35 years of experience in
academic and applied development economics. This includes 20 years of significant research and practical development
cooperation work in some 35 countries across Africa and the developing world — including long—term multi— and bilateral
development cooperation and technical assistance. Throughout his career, Finn Tarp has contributed significantly to the
international literature on development effectiveness; and during his career, he has published extensively in internationally
refered journals and book volumes, In addition to his academic positions, Finn Tarp has held senior posts and advisory
positions within- government and with donor organizations, and he is a member of a large number of international
committees and advisory bodies, which include the European Union Development Network (EUDN), the African Economic
Research Consortium (AERC) and the KOICA Advisory Board for ODA Innovation. Special honors include The Vietnamese
Government Merit ‘Medal for the Cause of Science and Technology” as well as the ‘Medal of Honour for contributions to
the cause of planning and investment in Vietnam. In 2013 Professor Tarp was appointed to a member of the Council of

Eminent Persons (CEP) advising the Chief Economist of the World Bank.

14 | The 8th Seoul ODA Conference
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7 | =M Keynote Speech
S|=2A| 7HE Hiroshi Kato
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Vice President, Japan International Cooperation Agency

SIZ2A| tEE YETAEZT [FHUCA2] O|MO X JICA 24 HTAUICA-R)S] AZS =1 UCE 1978 JICAO| ARt =,
= S5 7|2R, SHOMORR & Ciyet fM0il M 56t 2Tt ot P& iFHoiMe 275 Sall =22 010[=e
TAE SX[0|M 2ot vf UCE 1978 E=RCHSI0IM SUAF SIASIRIE FS6t 2= 1988 SHHECSE & F ZH|C| A2
OllM st AMAE HUCE = SiXf Y2 DAPHUTZSISIUASD) 0IMEIS Hska Tk

Mr, Hiroshi Kato is Vice President of JICA and Director of the JICA Research Institute. Since joining JICA in 1978, he
has served at various positions, including the General Affairs Department, Planning Department and the Southeast
Asia Department, He also worked at the Ministry of Foreign Affairs of Japan (in Tokyo and in the Ivory Coast). He
earned his B.A. in Asian history from the University of Tokyo in 1978, and his master’ s degree in public administration
from the John F. Kennedy School, Harvard University in 1988. He is also on the board of directors of the Japan

Society for International Development.
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Director, United Nations University World Institute for Development Economics
Research (UNU-WIDER)
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Director of UNU-WIDER, Professor Finn Tarp leads and manages an internationally recognized multi—disciplinary and policy relevant
development economics research institute. Finn Tarp also holds the Professor Chair of Development Economics at the Department of
Economics, the University of Copenhagen, where he completed his MSc and PhD in Economics. In 1996 he founded the Development
Economics Research Group (DERG) at University of Copenhagen; and since then, he has coordinated DERG' s extensive academic
research, teaching and policy advisory activities alongside a large portfolio of externally funded development economics research
and capacity building projects. Professor Tarp is a leading international expert on issues of development strategy and foreign aid with
more than 35 years of experience in academic and applied development economics. This includes 20 years of significant research
and practical development cooperation work in some 35 countries across Africa and the developing world — including long—term
multi— and bilateral development cooperation and technical assistance. Throughout his career, Finn Tarp has contributed significantly to
the international literature on development effectiveness; and during his career, he has published extensively in internationally refered
journals and book volumes. In addition to his academic positions, Finn Tarp has held senior posts and advisory positions within
government and with donor organizations, and he is a member of a large number of international committees and advisory bodies,
which include the European Union Development Network (EUDN), the African Economic Research Consortium (AERC) and the KOICA
Advisory Board for ODA Innovation. Special honors include The Vietnamese Government Merit ‘Medal for the Cause of Science and
Technology' as well as the Medal of Honour™ for contributions to the cause of planning and investment in Vietnam. In 2013 Professor

Tarp was appointed o a member of the Council of Eminent Persons (CEP) advising the Chief Economist of the World Bank.
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HAL Speaker
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Research Fellow in Politics and Governance, Overseas Development Institute (ODI)
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David Booth leads research on Developmental Regimes in Africa, funded by the Netherlands Ministry of Foreign Affairs.,
This builds on the conclusions of the Africa Power and Politics Programme, a five—year consortium research programme
supported by DFID and Irish Aid, His latest book is Governance for Development in Africa: Solving Collective Action
Problems, with Diana Cammack, Zed Books 2013, David Booth has worked on aid, innovations in development policy
and practice, and the political economy of governance and service delivery. He has vast experiences in sub—Saharan
Africa and several parts of Asia and Latin America, and speaks fluent Spanish. Formerly a university academic at Hull
and Swansea, David has been a Research Fellow at ODI since 1998. Between 2000 and 2009, he was the editor of

Development Policy Review,
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HA} Speaker
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Professor, London School of Economics and Political Science (LSE)
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Professor Thandika Mkandawire is currently the Chair in African Development at the London School of Economics.
Previous positions include Director of the United Nations Research Institute for Social Development; Senior Research
Fellow at the Centre for Development Research in Copenhagen; and Executive Secretary, Council for the Development
of Social Science Research in Africa, He has taught at the Universities of Stockholm and Zimbabwe, He has published
broadly on the social sciences in Africa and on problems of policymaking, nationalism and nation—building, adjustment
and democratization in Africa and social policy in developmental contexts. He holds a doctorate in letters from Rhodes
University, In 2011, he was awarded an Honorary Doctorate by the University of Helsinki and in 2013 by the University

of Ghana.
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Professor & Deputy Director, Asia Development Institute of Seoul National University
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Huck—ju Kwon is a Professor at Graduate School of Public Administration, Seoul National University (SNU), and he
also serves as the Deputy Director of the Asia Development Institute at SNU. He was Director of the Global Research
Network on Social Protection in East Asia, funded by the Korea Research Foundation. His publications include The
Korean State and Social Policy (Oxford University, 2011, co—author) and ‘Transforming the Developmental Welfare
State in East Asia (Palgrave, 2005).] Kwon has also published a number of peer—review journal articles including,

‘Policy Learning and Transfer in the East Asian Developmental State” (Policy and Politics, 2009) and ‘Poverty
Reduction and Good Governance: Examining the Rationale of the Millennium Development Goals (Development and

Change, 2014).
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Eun Mee Kim is Dean and Professor at the Graduate School of International Studies and Director of the Institute
for Development and Human Security at Ewha Womans University,  She was President of Korea Association of
International Development and Coop— eration (2011-2012), and she also has served as a civilian member on the
Committee for International Development Cooperation un— der the Prime Minister’ s Office, the Policy Advisory
Committee in the Ministry of Foreign Affairs and Trade, and the Policy Advisory Com— mittee in the Ministry of Gender
Equality and Family, In 2012, she was honored with the Service Merit Medal from the Republic of Korea for her
contributions to the Fourth High—Level Forum on Aid Effectiveness. In 2013, she received the first research grant to

a university in South Korea from the Bill & Melinda Gates Foundation on her research project entifled,  “Advocacy

for Korean Engagement in Global Health and Development,”
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Steve Pierce is currently serving as USAID" s Special Coordinator for Development Effectiveness. In this capacity, he is
responsible for coordinating the Agency’ s engagement with the Global Partnership for Effective Development Cooperation
(GPEDCQ), efforts to advance joint policy and strategy on aid effectiveness, and in building effective and high—impact partnerships
with a wide range of development partners. Prior to assuming this position, he served as the U.S. delegate to the OECD DAC.
Previous positions with USAID include Director of the Of fice of Donor Engagement, Executive Secretary and Senior Policy
Advisor to three USAID Administrators, responsible for advising the Administrator on a wide range of policy, programmatic and
strategic issues. He also led the design and implementation of numerous special initiatives, Dr, Pierce is one of the Agency’ s
leading authorities on aid/development effectiveness and was the USAID and USG coordinator for the recent High Level Forum
in Busan, South Korea, He represents the USG on several international steering groups and at numerous international events,
including serving as co—chair of the Effective Institutions Platform (EIP). Prior to joining the USAID front office, he served as
the Africa Bureau' s Senior Advisor for Donor Affairs and principal spokesperson to the broader community of donors and
international partners on issues of aid effectiveness and donor coordination. Before joining USAID, he held senior management
positions with the Synergos Institute, the Inter—American Foundation, LDS Church Charities, and the Fundacion Andina para la

Nifiez (FAN), and taught international development management and methods courses at several universities.
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Roel van der Veen studied history, medicine and philosophy, 25 years ago he joined the Netherlands Ministry of Foreign
Affairs. He served in various positions in The Hague and as a political officer at the Royal Netherlands Embassy in Jakarta,
Indonesia. His work for the MFA focused especially on Dutch relations with Africa and Asia, and with policy development
and strategy. Since 2007, he has been holding his position as the Academic Advisor of the Netherlands MFA. Over the
years, he has also taken up academic work where he wrote many articles and two book (in Dutch) on the development
of Africa and Asia. His book on Africa was also published in English, French, Chinese and Swedish. He received his PhD
in 2004 on a dissertation called The Disintegration of States in Africa: The Interaction of Poliics, Economics, Culture
and Social Relations, 1957-2003.  In 2009 he became a part—time professor of International Relations at the University
of Amsterdam, and in 2010 he also became a part-time professor of Dutch Foreign Policy at the University of Groningen,
Roel van der Veen played a pivotal role in seting up the Tracking Development comparative research project. He also
participated in various other international research projects on development issues, sponsored by Dutch development

cooperation,
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Director of ODA Research Team, Korea International Cooperation Agency (KOICA)
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Dr. Sooyoung Park is a Director of ODA Research Team at Korea International Cooperation Agency. She completed
a doctorate in Development Policy and Management at the University of Manchester. She has worked in vocational
training project development in various countries of Asia and Central America and also taken part in evaluation policy
and guideline development, She has been conducting researches on the institutional changes in development and on

development effectiveness.
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Chairman, Steering Committee of the Strategic Research Programme in Bolivia (PIEB)
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Carlos F. Toranzo Roca accumulated his higher education at Universidad Nacional Auténoma de México (UNAM) in México City as
he earned Bachelor' s and Master' s Degrees in Economics, another Master’ s Degree in Poliical Science and Ph.D, Candidate in
Economics all at the same school. Currently serving as Chairman of the Steering Committee of the Sirategic Research Programme
in Bolivia since 2000, he is also quite an active Poliical and economic analyst for several television programs and newspapers
including CNN, Univision Aldazeera, Financial Times, The Economist and La Terceraand El Mercurio of Chile while he concurrently
works as an opinion columnist for the newspaper PaginaSiete, Bolivia. Prior to his current services, Toranzo Roca established a
distinguished career by working as a coordinator of Poliical and Economic Areas in the Ebert Foundation, Bolivia between 1987 and
2012; overseeing consultancies in Deliberative political processes, UNDP in Bolivia, Social exclusion and citizenship, DFID—UNDP
Bolivia and Poverty Reduction Strategy Processes, IADB—Washington; providing analysis of relations between Bolivian Poverty
Reduction Strategy and Bolivian Poverty Reduction Strategy Papers (PRSP), World Bank—Bolivia and Peruvian deliberative political
processes and Peruvian Poverty Strategy, World Bank—Per(; serving as National Coordinator of the Bolivian Poverty Reduction
Strategy National Dialogue. UNDP—Bolivia, IADB Bolivia and Coordinator and facilitator of the National Dialogue Tables, UNDP—Bolivia;
and participating in Local Government Development Strategies for different Cooperation Agencies such as the Belgium, Switzerland,
Dutch, British and Swedish as well as Governance and Social Exclusion and Bridging research and policies, Overseas Development
Institute ODI-London. He also gamered remarkable academic accomplishments including Visiting Fellow, Saint Antony’ s College,
The Latin American Centre, Oxford, UK, Fellow in Political Science and Economics, UNAM —Mexico, Fellow in Economics, University
of Chile, Associated researcher Insfitutions for Pro Poor Growth, London School of Economic LSE London—UK and Associated
researcher Democratic Process in Bolivia. And his publications encompass several articles and books published in different countries

including México, Chile, Venezuela, USA, Argentina, Bolivia, Ecuador, Peru, Spain, Brazil, Holland, UK, efc.
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Dr. Frederick Golooba—Mutebi is an independent Ugandan Political Scientist based in Kampala (Uganda) and Kigali
(Rwanda). He is currently an Honorary Senior Research Fellow at the School of Environment, Education and Development
(SEED), Faculty of Humanities, University of Manchester (UK) and a Research Associate of the Developmental Regimes in
Alfrica Programme, Overseas Development Institute (UK), He was formerly a Senior Research Fellow and Acting Executive
Director at the Institute of Social Research, Makerere University in Uganda; a Senior Researcher (Associate) with the Africa
Power and Politics Programme at the Overseas Development Institute; the Crisis States Research Centre at the London
School of Economics and Political Science; the Chronic Poverty Research Centre at the University of Manchester; a
Visiting Senior Researcher and Research Officer and Post—doctoral Fellow at the School of Public Health, Faculty of
Health Sciences, University of the Witwatersrand Johannesburg. He was educated at Makerere University and the London
School of Economics and Political Science. He has conducted researches in Uganda, Rwanda, South Sudan and South
Alrica, and has consulted for governments and bilateral and multi—lateral developoment agencies, local and international
NGOs, and Think Tanks, He has published articles, reports and newspaper columns on, among other topics, politics,
health, local government and poverty. He is a member of the editorial boards of two international journals: Development
Policy Review and the Journal of Poverty Alleviation and International Development. He comments regularly on politics and
public affairs in Africa’ s Great Lakes region for local and international media, and writes a weekly column for a regional

newspaper, The East African.
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Foundation
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Mr. Jaime Faustino has dedicated himself to development for over twenty years. He currently manages the
economic reform and development entrepreneurship program at the Philippine Office of The Asia Foundation. In
2011, he co—edited “Built on Dreams, Grounded in Reality: Economic Policy Reform in the Philippines.”  The book
traced five successful and two unsuccessful reform efforts in civil aviation, sea transport, telecommunications, and
property rights among others, Based on the research as well as experiences from project implementation, Faustino
conceptualized a model, called development entrepreneurship, to help donors implementing partners and leaders
increasing the likelinood of successfully introducing transformational change. In the Philippines, the model is currently
being tested and implemented in diverse areas such as education and disaster risk reduction management, The
model is also being tested and implemented in Cambodia, Thailand and Bangladesh to determine its applicability
to other development contexts. A graduate from Duke University, North Carolina with a BA in History, Jaime lived
and worked in Alaska, Nicaragua and Spain before coming to the Philippines where he received his MA in political

science at the University of the Philippines.

26 | The 8th Seoul ODA Conference

1 20141020 ODA Z U210 A.indd 26 2014-10-23 2= 5:SOZL



L "EEEN T |

[ The 8" Seoul ODA International Conference ST |

B O3JA} | Closing Remarks

Al g ol

Vice President, Korea International Cooperation Agency (KOICA)

>

2401 OJM= 2014 SIE| KOICAQ| ZH2f1 7|2 ASH0LS HEBHL /O, A5j0| ZRIER. oMHes S8l |

ol
r

21T, EWIHMAY S Eelot QI 1991HFE] KOICAO R{ZISH 2 O|Ak= KOICA 25 &2t OfL(2f Eff=, QUE=H|Alof,
E

e S 02] SHRIATA0M CHet YTE oI,

Mr. In Kim serves as Vice President of Korea International Cooperation Agency (KOICA) where he directly supervises
the strategy and planning affairs while overseeing Strategic Planning Department, Budget & Legal Affairs Department,
Public Relations Office, Future Vision Office, and Evaluation Office.Since he joined KOICA in 1991, he on regular
basis completes diverse roles at Headguarter in Seoul as well as several overseas offices located in Thailand,

Indonesia, Philippines and Vietnam to name a few.
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6 —2. Executive Summary

[. Opening Session

B Discussion of existing research in terms of good governance

O Even though governance plays an important role for development of recipient countries, it is undesirable to
define fragmentarily in regard to the relationship between governance and development. Continuous
discussion and research in terms of impact and relationship of the two concepts are required.

O Policies, evaluations and institutions have not effect on developing countries through mutual relationships,
not independently. It is necessary to understand firstly endogenous relationship between three concepts for
comprehensive understanding in terms of governance.

O Future implications in terms of good governance and effective institutions of developing countries
— Harmonization ownership of developing countries and donor support for governance
— Adjustment of different governance level in accordance with income level for developing countries

— Future implications for rights — based governance approach

B International discourse in terms of good governance and the implications
O To define the concept of good governance specifically, it should be discussed through various approaches
which are economical, political and administrative aspects.
O To achieve economic growth of recipient countries, it is necessary to establish institutions that are harmonized
market—oriented and growth—oriented of government—led development aspects.
O To improve governance of recipient countries, it should be supported to not only policy making but also the
substantive implementation.

O The governance of recipient countries is required gradual, comprehensive and long—term based approach.
2. Session 1

B The needs for the support of international community in terms of the institution of elections in Kyrgyzstan
O Kyrgyzstan Republic conducted national election recently, however, institutional support from international
society is urgent for Kyrgyzstan which do not assure credibility(transparency) of the institution of elections.
O The non—transparent election cases of Kyrgyzstan
— Double counting of the dead people or same voters in the voter lists

— Inclusion the effects of local administration and relatives in electoral commission
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— limited voting opportunity, not provide same and fair vote participation
— Interferences or threats of organized groups against candidates in the electoral process

O To improve the problems, the government has begun to create register of population with electronic database.
On the basis of this register, voter lists will be set up. Through this process, they will try to establish democratic

election.

B Theoretical discussion in regard to good governance
O It is required the effort to harmonize democratic governance and development because the change of
governance in Africa is rapidly arising.
O The connection of poverty reduction and good governance can not be applied in all cases. Goal setting in
national context and change effort of governance should be combined.
O Good governance does not necessarily mean democratic system and it is required to build governance

system that the citizens of developing countries want,

B Discussion on Democracy and Development

O As democracy and development can be offset by each other, it does not make sure that democracy
guarantees the national development, However, despite their relationship, it is also not desirable just to
abandon democracy for further development.

O With regard to support to Africa by donor countries and international developments, it is necessary to make
an effort to put democracy in place within developing countries through one direction, which is made by multilateral
agreements amongst donor countries and international organizations, rather than their own different
approaches to Africa.

O It is more urgent to call attention to how to make policy—decision which ensures the long—term effectiveness

of development, rather than whether democracy is helpful to promote development.
3. Session 2

B Understanding of the Country—System for institutional improvement.

O In the global platforms such as Busan Partnership and Post—2015, it is has been highlighted to establish
effective and inclusive institution for sustainable development, For this, country dialogue amongst donor
agencies and their partner countries is requested to provide the donors an opportunity to have clear
understanding on characteristics of country systems, critical factors for successful institutional reform and

role of donors in the partner countries. Furthermore, it is also necessary to enhance their cooperation to
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make effective and inclusive institutions on the basis of the mutual recognition of what types are the local
parliament, lawmaking and institution in the recipient countries.
O USAID strives to build effective governance with many efforts as follows.
A Veritying the boundary and relationship amongst components through a study on country system,
A Considering risks such as corruption and political instability,
A Designing multi-faceted projects covering solution on risk factors, and

A Developing indicators and systems for evaluation through systemic thinking.

B Increasing the Cooperation between Scholars and Practitioners to Make Development Cooperation Policy,

O With regard to the governance issue, scholars place emphasis on effective governance while politicians
focus on good governance. Therefore, it is necessary to make an effort 1o narrow the gap between the two
worlds.

O In the case of Netherlands, the government established some organizations such as Knowledge Chamber
and academies of development cooperation, which led a department of the Ministry to have a structural
relationship and participate in international research projects with the top institute of academia in the field.

O In order to make effective development cooperation policy, scholars should actively join policy discussion
while policy—makers also participate in related research projects and academic debates. By doing this, their

interaction and mutual cooperation can be more expanded.

B Formation of reform coalition for institutional improvement
O Merit—=based bureaucracy between 1948 to 1963 can be explained through three types of institutional
changes as follows.

— (Institutional aspect) Due to duplicity and high level of ambiguity in institutions, the merit—based recruitment
system was hard to be enforced properly as well as discretionary power that the officials had increased in
the recruitment practice.

— (Political aspect) With the change of regime, merit—based bureaucracy system is also affected and changed,
which means the system cannot be implemented efficiently.

— (Change agent” s aspect) As the movement of the institutional reform was ignited by bureaucrats, recruitment
and promotion system has been changed into merit—based bureaucracy.

O With regard that introducing new institutions does not guarantee the actual implementation, it is necessary
to pay close attention to the existing institutions of the developing countries and to keep careful adding on or
revision of them. In the case of developing countries, it is important to form the reform coalition between

policy—makers and businessmen for the successful institutional reform.
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B Sharing Bolivia' s Best Practice on Institutional Reform
O There are two best practices on Bolivian institutional reform, which are the reform driven driven by the

Washington Consensus and the anti—-market reforms during the government of President Evo Morales

— (Reform during the Washington Consensus period) During the Washington Consensus period, through
policies such as Amarket reform, Athe privatization of public enterprises, Adevelopment of checks—
and—balances mechanisms, the Bolivian government achieved decentralization in favor of municipalities,
reduction of economic and social gap between urban and rural areas, and modernization of public
administration and judicial system.

— (Reform during the Evo Morales administration) As the administration had conducted anti—-market reforms in
order to recover from the side—effects of Washington Consensus, new political and economic elites emerged
from popular sectors and the government regained trust from its nationals.

O There could be core recommendations for institutional reform, such as that international cooperation support
the creation of human capital and technological development, opening new areas like adaptation to climate
change, social management of water resources, and building new institutions needed for  technical

cooperation, professional training, technical training.

B Sharing Rwanda’ s Case on the Success of Development and Institutional Reform
O Rwanda’ s development story shows the significance of Apolitical will of leaders and elites for development,
Aimprovement of political environment, Alocal—oriented approach, Alegitimacy of political party such as RPF,
Agovernment’ s intervention and coordination in aid activities, and Agovernment” s stance on anti—corruption.
O Apart from the above mentioned factors, we need to build democratic system and need for donors or
development partners to be modest towards recipient countries for effective development and institutional

reform,

B Institutional Reform and Development Entrepreneurship through the Case Study on Philippines
O We need development entrepreneurship for institutional reform, and above all, solidarity between the elites
and community leaders is critical for reform.,

— The objectives of development entrepreneurship are technically stable and politically feasible, and to achieve
these objectives, there should be multidimensional analysis on risk factors, Based on the analysis, there
should be solutions to challenges in sustainable ways,

— During the process of institutional reform, Aunderstanding the current situation, Aanalysis on technical and
political factors and suggestion on the methods for reform, and Aimplementation of institutional and political

reform are needed.
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— Through the coalition with community leaders, the elites need to heighten their understanding on the
community cultures, and analyze the success factors and trial and error of past experiences, and continually

develop ways to improve governance and institutions.
4. Closing

B The international community is at present putting a considerable amount of efforts to establish Post—
2015 development agenda. In particular, the Post—2015 development framework have put much emphasis
on governance and institutions as a prerequisite for development effectiveness and inclusive growth,

O Inlight of these discussions, today” s conference was very timely to prepare for the coming years, incorporating
diverse views and opinions. In addition, today’ s conference was meaningiul to reaffirm the importance of

sound governance and sustainable economic growth and social development,
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1. Opening Remarks

m Young - mok Kim, President, Korea International Cooperation Agency (KOICA)

Good morning, everyone. Are you all comfortable? Thank you very much for joining us today. It is my honor
to receive you and host this conference.,

Honorable Tae—yul Cho, Vice Minister of Foreign Affairs,

Sung—Hwan Kim, former Minister of Foreign Affairs,

and Vice—President of JICA, Dr. Hiroshi Kato,

Professor Finn Tarp, Director of the UNU,

Ambassador Roel van der Veen, Academic Advisor to the Ministry of Foreign Affairs of the Netherlands,

Ms. Gulnar [Jurabayeva] from Kyrgyzstan, Vice Chair of Election Management Commission,

Excellencies, friends, distinguished guests and speakers, ladies and gentlemen,

I would like to express my sincere gratitude for your participating in this 8th Seoul ODA International Conference. The
Seoul ODA International Conference began in 2007, and over the last seven years has grown to become one of
the major platforms to share thoughts and wisdom on global development, such as how to achieve the Milennium

Development Goals, as well as other emerging aid being framed under the Post—2015 era.

As a rising donor country, we are also pleased to contribute to the international community, for example, by
developing important agendas through Busan Partnership Conference and other fellow programs. In continuity
with previous conferences, this year' s conference will focus on the issue of good governance and cultivation of
effective institutions. As we all know, good governance and effective institutions are prerequisite to results, growth,

and integration of the society and the global world.

The subject has both political and practical aspects, from my point of view, even though controversies still exist
[on] what form of governance is most suitable for a given environment or specific level of development of a
country, One big consensus is that we should all work together so that people in need can actually benefit from
democratic and honest governance, having people at the center and available, and from working institutions which
can make investment possible and sustainable as well. As a country with experience in both democratization and
industrialization processes, we know building up right governance and effective institutions is not an easy task at
all. Korea, like many other countries, still struggles to deal with challenges coming up one after another at this time

when the shift of social structure is taking place.
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The world has achieved remarkable results in both expanding benefits of better governance and improved economic
growth over the last few decades. However, as we enter in post— 2015 era, challenges such as exireme poverty,
climate change, increasing ineguality, internal and international conflicts persist, reinforcing one another, Advancement
of technology also plays both positive and negative roles in development. In particular, technology paradoxically
widens the gap between high and low income countries in terms of opportunities, quality governance, and services
of institutions. Since our key speaker, Dr. Finn Tarp, | hope will later give us most enlightened perspective on this
issue, | will refrain from talking at length. But | will say this. The importance of quality institutions is not a new agenda
in the discourse of international development and cooperation, For more than a decade, aid agencies like us in
Western and other advanced countries put forth great effort into producing sound institutions and supporting various

public sector reforms in developing countries.,

However, results seem to be mixed. We experienced the same success stories as much as failures. In order to
incorporate the lessons learned, the international community came up with various measures to delivery successiul
reform, for example, the Busan Partnership on effective development cooperation emphasized a result management
network and further collaboration among various stakeholders in building development programs. Aimost all major
international fora, including UN High Level Panel on Post—2015 [Development Agenda] and UN Open Working Group
[on Sustainable Development Goals] strongly recommend building effective, accountable, and inclusive institutions

at all levels.

Korea, particularly KOICA, has contributed efforts to help capacity building in both institutions and human development
in many countries, from improvement of quality of public service and openness to build information—based systems,
which will minimize the potential of corruption and upgrade efficiency of services. We have also been providing
opportunities to refer our institutions in law enforcement, judicial system, including the protection of human rights and
promotion of women' s rights and roles. There are many——helping modernization of election management system

is one of these efforts,

To conclude, | would like to remind you that anything can produce sustainable results without strong ownership and
will of the people, government, and other stakeholders of recipient countries. In the same vein, concerted efforts of
both public and private sectors, particularly contribution of private sector with tangible and intangible resources, are
being asked for more than any time at this point of challenging agenda [that] is coming up as we enter into post—
2015, Finally, I would like to express my sincere gratitude to the audience for your extraordinary interest and all the

speakers and panels for their valuable time and contributions. Thank you so much.
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2. Welcoming Remarks
m Tae—yul Cho, Vice Minister of Foreign Affairs

Thank you very much for your kind introduction. Distinguished guests, ladies and gentlemen, It is indeed a great
pleasure for me to welcome all of you to the 8th Seoul ODA International Conference. The Seoul ODA International
Conference, the first ever hosted by the Republic of Korea to discuss the issue of global poverty, was launched
back in 2007, It was a reflection of Korea s commitment to contribute to promoting the shared growth of both rich
and poor members of the global community. | would like to thank President Kim Young—mok of KOICA and his
staff for their hard work to jointly organize this annual event with the Ministry of Foreign Affairs. | also wish to thank
Minister Kim Sung—Hwan, my former boss and all the other distinguished experts, including those from abroad who

are participating in this important meeting.

Distinguished guests, as you all know, Korea has transformed itself from a poverty—stricken aid recipient to a full—
fledged donor country within half a century. In 2009, Korea even joined the development assistance committee of
OECD, a club of advanced donor countries. A year later, as chair of G—20, Korea took an initiative for drawing up
the Seoul Development Consensus, thereby placing development at the heart of the G—20 agenda. In 2011, as host
of the Busan High Level Forum on Aid Effectiveness, Korea again played a leading role in shifting the paradigm for
global development cooperation from aid effectiveness to effective development and building a more comprehensive
and inclusive partnership. As the first recipient—turned—donor country in the world, Korea is now recognized by the

global community as an actor to be reckoned with in the area of development cooperation.

However, with its short history and experience in development cooperation, Korea cannot compete with other
traditional donor countries by expanding the size of its ODA package alone. It must focus its efforts on ways to
differentiate its contribution from that of other donor countries with its quality, as opposed to quantity, The most
effective way for Korea to be a visible and reliable development partner is to fully utilize its unique development
experience. Focusing on a certain area of its gpecialty where its contribution could outperform the other players
could be one way of doing so. And | believe that good governance and effective institutions the main theme of this

year s conference, are the issues on which Korea can make its valuable contributions.
Ladies and gentlemen, to eradicate poverty, intangible infrastructure such as governance and institutions has as

much important role to play as tangible assets such as foreign aid. However, they have not received the limelight

until the 1980s when, after going through many trials and errors on the ODA policy, the international community
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began to realize the importance of good governance and effective institutions for development, “Africa is not poor,
but just poorly managed.” These are the words of President Ellen Johnson Sirleaf of Liberia, Nobel peace Laureate
and Africa’ s first female president. What an eloguent testimony to the importance of good governance and effective

institutions.

Of course, there’ s no clear—cut definition of good governance and effective institutions, However, we can benelfit
from the insight of Aristotle, whose primary interest lay in translating the capacity of the members of society into the
growing happiness. We can also be enlightened by the fact that the Greek word “kubernetes,” which is the origin
of the word governance, means the steersman of a ship. As indicated as such, we may define good governance
and effective institutions as a social system that provides the way forward to enhance people” s happiness and the

quality of their life,

Korea' s experience may provide good evidence to show how important a tool good governance and effective
institutions are to make development happen on the ground. It was truly thanks to its governance and institutions
that Korea was able to rise above the ruins of the war in the 1950s and escape from the absolute poverty only in

a generation or so thereafter,

At the initial stage of Korea' s economic development in the 1960s and 1970s, visionary and committed political
leaders, passionate and motivated people, and the dedicated and competence technocrats formed a trinity in
setting up the governance to improve the quality of people” s life, The then—strong political leadership, committed to
overcoming national poverty, instiled a can—do spirit in the Korean people, and a large pool of technocrats capable
of effectively designing and implementing national development strategy translated the commitment of the leaders
and people into a range of effective institutions across the society. And these prevented the waste of the capacity

and resources of Korea and its people.

In particular, the government eftectively utilized aid to leverage other development resources, and the full ownership
of development by all citizens played a critical role in making reform happen. On top of this, across—the—board
liberalization and full democratization in the 1980s through 1990s greatly contributed to moving Korea toward
the next stage of development, transforming the entire society. Increasing call for more and democratic society
deregulation and competitive markets changed the role of the state. As the private sector outgrew the government,
the government—led development plan became no longer relevant in Korea, since its most important role, that is, to
strengthen private firms and help them grow into a dynamic and sustainable engine of the national economy, had

already been achieved.
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Al in all, Korea' s economic growth and prosperity is the fruit of good governance and effective institutions. Korea' s
success story, however, is not always applicable to other developing countries. There' s no one—size—fits—all formula
or [seeing] the best practice for all. The political economy varies from one country to another, Reflecting the diversity
of each country’ s own context is essential to make reform happen. Sustainable development outcomes can only
be achieved by owning them through learning by doing. I' m confident that the Seoul ODA International Conference
provides an excellent opportunity to share experiences of different countries and lessons learned on this important
subject, | sincerely hope that throughout the discussions at this conference we will benefit from your own wisdom and
insight in seeking best means and practices to build good governance and effective institutions in different contexis

and circumstances. | wish you all good luck in your intellectual exercise today. Thank you very much indeed.

3. Congratulatory Remarks

m Sung-Hwan Kim, former Minister of Foreign Affairs and Trade and current Chairman
of the Seoul National University Institute for Global Social Responsibility

Well, thank you, thank you indeed for a wonderful introduction. Good morning everyone, and
His Excellency Kim Young—mok, President of KOICA, and

His Excellency Cho Tae—yul, Vice Minister of Foreign Affairs, and

Mr. Finn Tarp, Director of UNU-WIDER, and

Mr. Hiroshi Kato, Vice—President of JICA, and

Distinguished guests, ladies and gentlemen,

First of all, I would like to congratulate the KOICA and the Korean Ministry of Foreign Affairs for holding the 8th Seoul
ODA International Conference. I m very honored to be here with distinguished speakers and prominent guests. Since
its inaugural conference in 2007, Seoul ODA International Conference has led discussions on various development
issues in the international community, and made a great contribution to enhancing public awareness on the imp of
development cooperation, When | participated in the 2nd ODA conference in 2008 for opening remarks, the theme
of the conference was the MDGs [Millennium Development Goals] and aid effectiveness. At that time, we discussed
the progress of the MDGs at the international level, as well as the role of the Korean government in helping achieve
international development targets. As my previous attendance at the conference was linked to the agenda of today” s

conference, this conference has a special meaning to me, and I m so pleased to participate in the conference again.
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And now, as we are approaching the year 2015, it will be critical to discuss how we can contribute to the final
process of the MDGs implementation, as well as the development of new global goals. As a member of the UN
High Level Panel on the Post—2015 Development Agenda, | emphasized the importance of good governance and
effective institutions, which is the theme of today’ s conference, and which were included as one of 12 goals in the
final High Level Panel report as the key to achieve the Post—2015 Agenda. Also, as Korea' s experience shows,
establishing effective institutions is crucial for economic growth as well as for social development. In this sense, |
strongly believe that the theme of the 8th Seoul ODA International Conference this year is very timely and opportune.
And in relation with this, | would like to express my special thanks to KOICA and the Ministry of Foreign Affairs for
designating this conference as a platform to serve the general discourse on governance and institutions. | believe
that today” s conference is a great opportunity for discussing a future framework of international development
cooperation and sharing experiences of diverse donors and partners, With the attendance of eminent scholars and
practitioners, I m sure today’ s discussion will provide us a useful assessment on the governance and institutions so
far, and the further directions for moving forward. | hope each and every one of you will enjoy discussing and the

sharing of valuable thoughts and experiences throughout the conference. Thank you for your attention.,

4. Keynote Speech |

m Finn Tarp, Director of the United Nations University World Institute for Development
Economics Research (UNU-WIDER)

Thank you very much. Excellencies, distinguished colleagues in the international development community, ladies
and gentlemen. | very much appreciate the invitation to participate today. It is both a great honor and privilege for
me to be here with you. | would like to express my sincere thanks to the Ministry of Foreign Affairs of the Republic

of Korea and to KOICA for this very timely conference,

In my brief keynote, | will only be able to provide some highlights that can hopefully serve:-- help serve as an
infroduction to today’ s deliberations. | will draw on some results, some insights from the research that we have
been carrying out at UNU-WIDER over the past few years. And ' m really hoping that that can kind of serve as
a reference point as we move forward during today’ s program. Where does the good governance agenda really
come from? Well, there are obviously long roots that you can trace back in history. One reference point though, is
the statement in 1989 when the World Bank declared that ‘a crisis of governance’ underlay ‘the litany of Africa’ s

development problems.” Now, leaving aside whose governance was really in reference here, | think it is clear that,
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since then, governance——the exercise and organization of political power to manage a community’ s affairs—has
indeed become, and rightly so, a major concern for both aid recipient countries and donors. We' ve seen many
expressions of this. We' ve seen the 2005 Paris declaration, the 2011 Busan High Level Forum, which was already
referred to, and the UN High Level Panel report on the Post—2015 Agenda. It is indeed clear that this is a concern

which is on the development agenda.

Now, proponents of the good governance agenda cite the critical influence of governance and development. A
significant person here is Kofi Annan, who in 1998 said that ‘governance is perhaps the single—most important
factor in eradicating poverty and promoting development.” Critics have noted that at times the list of reform items
tends to become unrealistically long, and not attuned to sequencing and not taking sufficient account of historical
development and institutional variation across countries. We have among us today people who have expressed

these views.

Now, a particular twist which | hope that | can try to explain briefly—I" m not going to get lost in the technicalities
here—>but as an economist, there was an important debate that had formed the discussions around governance
and institutional issues, which is a contribution on aid effectiveness by Burnside and Dollar, They argued in the late
90s that aid works, but only in good policy countries. That created a certain reaction among some of us. Because
there is an inherent problem here, which is that it s not obvious that the margin of return to aid is the highest when
the governance is in place. As a donor, the margin of return to a very scarce resource may become very high
when conditions are very difficult. The other aspect of this is that the selectivity dimension of this contribution was
seen by many as problematic. One joke at the time was, well, if that” s going to be implemented, we should give all
aid to Norway, where everything is completely in place. In addition to that, together with a colleague, | demonstrated
that actually the econometric underpinnings of this finding by Burnside—Dollar, did not stand up. There were other
more convincing econometric explanations for these associations. So what we are really talking about is that we
are talking about complex relationships that we as economists do not yet fully understand. That' s why i’ s very
important that we keep our ears and eyes open and listening and collaborate across social sciences in order to

achieve insights here.

Another dimension of this, which took place a few years later, is that it actually became clear that the Country Policy
and Institutional Assessment Index, the so—called CPIA, is actually endogenous. It' s actually something that we
need to work on to develop. It cannot just be taken for granted, for something given from the beginning, which was
very much underlying this analysis. This may sound a little bit technical. I m going to come back to it a little bit later.

But what one can certainly say is that donor support for democratic governance has increased very substantially.
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This graph here illustrates--- the dotted line illustrates the relative share of democracy aid and the solid line illustrates

the total amount. So you can certainly see here that donor aid to these dimensions has increased a lot,

But what does good governance then really mean? I ve highlighted that one needs to be careful in not conditioning
the allocation of aid on good governance. But that does not mean that good governance and institutions themselves
play a very significant independent role in promoting development. There' s agreement about that, We can discuss
the relative importance, but there is widespread agreement, But there is a problem here, which is that there’ s little
agreement about what the concept actually, more specifically means, Some donors focus on economic governance,
Paul Wolfowitz said in 2006 that ‘good governance is essentially the combination of transparent accountable
institutions, strong skills and competence, and a fundamental wilingness to do the right thing. Those are the things
that enable a government to deliver services to its people effectively. It is clear that this dimension is obviously

very important.

But others would highlight various aspects of political governance. Institutions of good governance  refer to bodies such
as parliament and its various ministries. Its processes include such activities as elections and legal procedures -+ Good
governance promotes equity, participation, pluralism, transparency, accountability, and the rule of law in a manner

that is effective, efficient, and enduring’  is stated on the UN website on governance.

You can, | hope, sense that it becomes sometimes quite broad. It becomes sometimes hard to pin down, But |
would like to suggest that we do today try to further the process of clarifying what we actually mean, because
conceptualization does matter. Because if we don’ t speak the same language, we will not understand each other,
and it will lead to different assessments of what is happening in different places, which is of course important when

we define our policies and we take our aid decisions,

For example, to put this pointedly, should Rwanda be treated as a well—governed country, because of its economic
advances, or as poorly—governed, because of what some refer to as its democratic deficits. This is not straightforward.
The way in which we might have intended to discuss these issues is that we sort of on the one hand think of
economic governance on the one side and political governance on the other side. These are mutually complementary
but not identical. When we talk about economic governance, we think about public financial management, we think
about economic and regulatory frameworks. When we think about political governance, we think about democracy
and representation, rule of law, human rights. And then there is a common core, which is sort of in both camps, if
you wish, of public sector management, transparency, and accountability, This does illustrate that it is a wide agenda

that one is addressing when one is discussing governance and institutions,
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We have tried to synthesize what we believe is a reasonably balanced assessment of the literature, It is available as a
so—called position paper on ‘Aid. Governance and Fragility,” which drew on about a hundred commissioned papers
and which can be downloaded from the web. | think four themes stand out. And the first theme is that governance
and fragility are really two sides of the same coin. I' m not always entirely comifortable with the term ‘fragility” , but in
lack of a better word, now | wish to stress these two sides of the same coin. These two concepts are often treated
entirely separately, but in fact, considering them together makes good analytical and policy sense. And that’ s why,
it you will remember that | mentioned this point that governance and institutions are endogenous, you need to see

them as part of the whole.

The second observation is that a disaggregated, contextual, and political approach is indeed necessary. Now, this
tends to be sort of two extremes, because sometimes it becomes so disaggregated that it” s not particularly helpful

in policy—making. And I' m sure that Professor David Booth will comment on that further later on today.

[Regarding the third point,] at WIDER, we have worked with MIT, with people like Matt Andrews and Lant Pritchett,
on what is called a PDIA approach. It is an approach that stresses problem—driven iterative adaptation that you take
as your starting point. [For] local problems, you try to encounter local solutions, rather than coming with stereotyped
solutions from the outside. The problem is that you often see that not being very typically applied. And the fourth
point is that addressing chronic institutional weaknesses——including, and | want to stress that, including building state
capability—remains a core challenge in international development. And this highlights the relevance and pertinence
of today’ s conference, which is indeed very timely, with reference to the fact that we will proceed with the definitions,
discussions around, and then subsequently the implementation of the Post— 2015 Development Agenda, which is
indeed very important. | will not go into detail with this slide, but | want to stress that there is a series of references
available now on some of these issues that | have referred to. One study that will now come out as an OUP book
addresses the guestion when, why, and how has foreign aid facilitated or hindered democratization in sub—Saharan
Alfrica, We have actually tried to see what one can say about certain important topics, such that lessons hopefully
can be learmned as we move forward. But there are other contributions as well, including a special issue of the

Development Policy Review,
Concluding, what | would like to do is | would like to leave three questions for discussion on the table.

The first one is:

How can donors support good governance while also supporting local ownership?
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The second question is:

Should aid be conditional on the quality of governance? What do we do about the fact that many of the poorest
countries that need support the most tend to be the ones poorly governed? | worked for almost 30 years in
Mozambigue. In the mid—1980s it was said that this was one of the most poorly—governed countries in the world,
Thus important donors turned their back to Mozambigue. But today, the story is very different. So it was good that
not everybody turned their back. Because governance is endogenous, aid can help improve governance and put
in place effective institutions, and in that way have a high return. And the third point: Is a rights—based approach
to development the way forward? | know this is very controversial, but | think it is an important question for us to

discuss in an open and forthcoming manner, Thank you very much for your attention. | appreciate it.

5. Keynote Speech ||

m Hiroshi Kato, Vice—President and Director of Japan International Cooperation
Agency (JICA)

Gamsa hamnida. Annyeong hashimnikka? [in Korean: | am Kato Hiroshi. In college, | studied Korean history.]
llaughs] | used to speak a little bit of Korean, but I ve given up that ability, I m sorry. So let me speak in English.
My apology for that. Excellencies, distinguished guests, and ladies and gentlemen It is indeed my great pleasure
to be here, and to be discussing the subject matter of enormous importance, of good governance and effective
institutions. And also I d like to offer my sincerest appreciation and praise for the Korean Ministry of Foreign Affairs
and also to KOICA for organizing this important timely event, which clearly illustrates Korea' s very strong commitment

to international development,

Well, ladies and gentlemen, | have four points, but before | do so, let me tell you that | don’' t have a PowerPoint
presentation, but maybe | can refer to Finn Tarp” s presentation from time to time, so that my presentation will be kind
of complementary to his discussion, | have four points, and the first is about the definition and approaches of good
governance and effective institutions, My point is that in order for us to have constructive debate on this subject,
we need to be explicit and articulate about our own definition of good governance and effective institutions and the
approaches in attaining these goals. So this is a kind of paraphrase of what Mr, Finn Tarp said a while ago. | believe
that broadly speaking, governance can be classified into three categories, as Finn Tarp illustrated with his diagram:

economic, political, and if | may add the third category is administrative.

TelAf oINS | 47

1 20141020 ODA Z U210 A.indd 47 2014-10-23 2= 5:30:@



L "EEEN T |

The 8" Seoul ODA International Conference ST |

In terms of economic governance, there seem to have been two schools of thought, The first and most predominant
might be the one promoted by international organizations such as the World Bank, and this school of thought
is based on neo—classical economic doctrines arguing basically for small government. An alternative way of
thinking has been promoted by some Asian countries, including Japan and perhaps Korea, arguing that the role of

government in leading a country” s economic development must not be underestimated.

In terms of political governance, as Finn Tarp argued, there seems to also be agreement on the importance of
democracy, the rule of law, and human rights. But as | see it, there seem to be slight differences even among the
strong advocates of these values. For example, whereas the United States seems to place emphasis on the electoral
systems and freedom of speech, European countries seem to place a slightly different emphasis on a different
matter, that is to say, they have placed strong emphasis on the rule of law, in addition to attaining democracy.
This, | understand, comes from the European countries conviction that democracy alone will not be sufficient, or
could even be risky, a lesson they have learned the hard way by having allowed Fascism to take power at one
point in time,  Likewise, in administrative governance, different donors place different emphases on different areas,
depending on their respective comparative advantages. Some donors like multilateral banks focus more on central
administration governance, for example, reform of public financial management, On the other hand, there are those
who place emphasis on more--- on the implementational side of administrative governance, which is including
Japan, Thus, the concepts of good governance and effective institutions embrace a broad range of definitions and
approaches, | believe that different donors have reasons for having different definitions and different approaches.

And they need to be explicit about the reasons for their standpoints.

I believe that this point—that is, being articulate on these stances, values, and viewpoints—— will become increasingly
important in the decades to come for us to have a constructive debate on good governance and effective institutions,
Itis because new actors, including the emerging economies, are going to have a stronger say in international debate,
and they might introduce new ideas on what constitutes good governance based on their own experiences. And
those ideas might be somewhat different from the ones upheld by those broadly—defined Western donors, including
Korea and Japan. So, each of the actors in the debate would be required to defend its position and standpoint based

on solid evidence and not on ideology.

Ladies and gentlemen, my second point is that, in terms of economic governance, experiences of different countries
will once again have to be shared and examined, especially centering on the role of the government, | argue
this because, since of the turn of the millennium, positive views on the role of the government have been gaining

momentum, as criticism of the Washington Consensus has gained momentum. Dani Rodrik of Harvard University, for
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example, states that while the market and the private sector must take the driver’ s seat, governments too need to
play a role in coordinating the private and public sectors, and not limit their role simply to the assurance of a sound
macroeconomic environment, Likewise, Mushtag Khan of UNRISD argues that in addition to market— enhancing
governance, countries must have what he calls growth—enhancing governance, including corrective policies for

capital formation and promotion of innovation and other things.

It we are starting to see the roles of government in economic governance in a different way from before, | would argue
that the pros and cons of different economic governance approaches must be further explored. And | believe the
importance of this subject will increase with the emergence of powerful economies that have experienced different
developmental paths, like the BRICS countries. And this subject will be of great importance to African countries, too.
My third condition is that the government:-- good governance issues must not be limited to the realm of policy—
making, but also policy implementation. Indeed, the issue of implementation warrants great attention. For example,
the current debate on the Post—2015 Agenda seems to be a little overly focused on goals and targets, and not

sufficiently on how to achieve these goals.

In this context, ' d like to share with you a case that Japan has experienced which shows the importance of
governance for policy implementation. The case in point is a project in Niger, in West Africa, which aimed to improve
the governance of primary education. At the core of the exercise is the introduction of what is called  ‘school
management committees,  established for each and every primary school in the country. The committees are
comprised of schoolteachers, pupils’  parents, and villagers, and supported by regional administrative bodies, The
committees then work out management plans of their primary schools and implement them, often mobilizing their own
resources. And that has resulted in the reduction of the financial burden of the central government, This system has
been working very well, and it now covers the whole territory of Niger. This case highlights an example of improved
governance in primary education made possible not by addressing the issues of policy— making at the central level,
but also addressing the issue of policy implementation in the ground simultaneously. And it was made possible by
releasing the potential capabilities of regional administrative bodies as well as of the communities. | believe that this

type of governance support for better policy implementation needs to be strengthened.

Ladies and gentlemen, my fourth and last point is that, though this may sound obvious, external partners like KOICA
and JICA, must employ an approach that is context—based, holistic, and long—term when supporting their partner
countries, And | think this point echoes the point made by Mr, Cho a while ago. As the success of reforms toward
good governance depends on the specific context of the country, there is no guarantee, as Mr, Cho said, that

one good practice in one country will likewise be effective in the other countries. This means that when external
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actors support a partner country, they must employ an approach that respects the context of the country, and the
approach must also be multi-layered and holistic, given the intrinsic nature of governance. And such approaches

usually take a long time to be effective,

One project of ours which taught us an important lesson is a project for legal and judicial system reform in Vietnam.,
Japan has been supporting Vietnam in this area for over 20 vyears. In a nutshell, the project is a comprehensive
support to all the legal and judicial actors in Vietnam, including the Ministry of Justice and Supreme Court and the
bar federations. And the project has been successiul with robust and wide—ranging achievements. In retrospect,
there are several success factors that have led to the successiul achievement of this project. Firstly, a gradual and
long—term approach starting with a mutual understanding of the members of the project team of the two countries,
and moving slowly onto a floor activity. Secondly, the project adopted a holistic approach by involving a whole
range of actors in the system. Third, its process of thorough consultation between the Vietnamese and Japanese

professionals,

One frustrating point, ladies and gentlemen, is that although | know that these approaches have been effective in
Vietnam, we don’ t know that the same approach will be effective in other countries for the very reason | mentioned
a while ago. Everything depends on the country’ s context, So, | don’ t think that these approaches are sufficient
conditions for success, but | do argue that these approaches are necessary conditions for success in governance

support,

Ladies and gentlemen, to recap—in my presentation, | have made four points. The first one is, | argued that each
one of the actors in the debate must be explicit about the definition and motive and the value judgment behind their
definition when they talk about good governance and effective institutions. Second, | pointed out the significance of
the debate on the role of the government in economic governance. Thirdly, | stressed the importance to governance
of policy implementation as well as policy—making. And finally, and | emphasize the importance of donors to employ
approaches that are context—based, gradual, holistic, and long—term. | hope it has been helpful. Thank you very

much for your attention.,
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m] Session |. General Discourse on Governance and Institutions

Speech |.

Moderator: Finn Tarp

Director, United Nations University World Institute for Development Economics Research (UNU— WIDER)

Thank you very much. If' s a great pleasure to moderate this session and to be with so distinguished colleagues—
—Thandika Mkandawire, Huck—ju Kwon, and David Booth. This is great. Can | start by saying that we have agreed
to change the order in the program, just so that you are clear. Thandika will go first, then Huck—ju Kwon will go
second, and David Booth will go last, of the three speakers. So it s my pleasure to ask Thandika to speak first,
and Thandika is, as was just stated, Chair in African Development at the London School of Economics, and he has
previously been the director of the United Nations Research Institute for Social Development, and has a long and

distinguished career on the very issues that we are speaking about today.

Thandika, the floor is yours, and if | may say, as general guidance, that there will be 20 minutes for the presentation
by each of our three presenters, About 15 minutes into the presentation, | will start making noises, and then as we
approach the end of the last five minutes, the noise will become quite visible. | hope that that’ s acceptable to all. |
don’ t know how to do this politely, but | have been requested to stick to time. We will have the full time allocated

for the session.
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The Good Governance Agenda
* In 1989, the World Bank declared that ‘a crisis of governance’ underlay ‘the
litany of Africa’s development problems’

* Since then, governance — the exercise and organization of political power to
manage a community’s affairs — has become a major concern for both donors
and aid recipient countries

* See, e.g., the 2005 Paris Declaration, 2011 Busan High Level Forum, and UN High
Level Panel on the Post-2015 Agenda

* Proponents of the ‘good governance agenda’ cite the critical influence of
governance on development

* ‘Governance is perhaps the single most important factor in eradicating poverty and
promoting development’ (Kofi Annan 1998)

* Critics note that it is ad hoc, ‘unrealistically long’, and not attuned to
sequencing, historical development, and institutional variation across
countries (see, e.g., Grindle 2004, Andrews 2008, Booth 2011)

The Burnside—Dollar debate etc.

* Burnside-Dollar: aid works, but only in good policy countries

* Burnside-Dollar cut the micro-macro paradox Gordian knot
introducing an aid x policy interaction term in the statistical
analysis alongside aid itself (aid insignificant, interaction
significant at 10%)

* Note underlying development paradigm and key policy
implication: selectivity

* Hansen and Tarp (2001) in JDE (2001) showed there is a more
convincing story: aid works, but with diminishing returns

* The interaction term, aid x policy, looses out to aid squared!
* Subsequently in EJ (2004): the CPIA index is endogenous

— Country Palicy and Institutional Assessment (CPIA
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Donor Support for Democratic
Govemance in Africa {See Resnick & van de Walle 2013)
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Figure 1.1. Democracy aid to sub-Saharan Africa by DAC and multi-lateral donors

(commitments in millions of 2010 constant US§)"*

Notes: Democracy aid as per cent of total ODA is highlighted by the dotted line and total democracy
aid is represented by the solid line. Democracy aid includes support for anti-corruption, decentral-
ization, democratic participation and civil society, elections, legislatures and political parties, legal
and judicial develog media, K rights, and women’s equality,
Source: Calculated from the OECD, Creditor Reporting System Database.

Good Governance: What Does it Mean?

* There is general agreement that good governance is
important, but little agreement as to what the concept
precisely means

* Some donors focus on economic governance:

— ‘[G]ood governance...is essentially the combination of
transparent and accountable institutions, strong skills and
competence, and a fundamental willingness to do the right
thing. Those are the things that enable a government to
deliver services to its people effectively’ (Paul Wolfowitz
2006)
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Good Governance: What Does it Mean?
(cont.)

* Others highlight various aspects of political governance:

— Institutions of good governance ‘refer to such bodies as
parliament and its various ministries. Its processes include such
key activities as elections and legal procedures .... Good
governance promotes equity, participation, pluralism,
transparency, accountability and the rule of law, in a manner
that is effective, efficient and enduring ...” (UN website,
‘Governance’)

* Clarifying our conceptualization matters because it leads to
different assessments of the quality of governance, which can
affect the distribution of aid

— E.g., Should Rwanda be treated as well-governed because of its
economic advances, or poorly governed because of its
democratic deficits?
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V' Recom Governance & Fragility

* Despite a wealth of research on governance, key questions remain about ‘what
works?’ — the focus of our ReCom programme (2011-2013).

* Our capstone report on Aid, Governance and Fragility drew on 100+ commissioned
studies, including 7 collaborative sub-projects. It highlighted 4 themes:

1) Governance and fragility are two sides of the same coin. They are often treated as
entirely separate topics, but in fact considering them together makes good
analytical and policy sense

2) A highly disaggregated, contextual, and political approachis necessary

3) Problem-Driven Iterative Adaptation (PDIA) offers donors a promising alternative
approach to improve aid effectiveness

4) Addressingchronic institutional weaknesses— building state capability — remainsa
core challenge

UNITED NANICHS
., UNIVIRUTY

28 unu-wioer

Recent and Forthcoming Publications...

*  Democratic Trajectories in Africa: Unravelling the Impact of Foreign Aid (Oxford, 2013)
— When, why, and how has foreign aid facilitated, or hindered, democratization in sub-Saharan Africa?

* ‘Urban Governance and Service Delivery in African Cities: The Role of Politics and Policies’,
special issue of Development Policy Review (July 2014)
— How can key governance challenges in urban service delivery in Africa be addressed?

= ‘Aiding Government Effectiveness in Developing Countries’, special issue of Public Administration
and Development (August 2014)
— How can donors support governance reform to improve service delivery and to develop more efficient,
transparent public administrations?

*  ‘Aid and Institution-Building in Fragile States: Findings from Comparative Cases’, special issue of
The ANNALS of the American Academy of Political and Social Science (November 2014)

— Whyand how have some states transitioned from fragile to more robust? What has been the role of
aid?

= ‘Experimental and Non-experimental Methods to Study Government Performance’, special issue
of Journal of Globalization and Development

— What can experiments tell us about how to improve government performance? What are the limits of
experimental methods in this area?
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= Despite a wealth of research on governance, key questions remain about ‘what
works?’ — the focus of our ReCom programme (2011-2013).

* Our capstone report on Aid, Governance and Fragility drew on 100+ commissioned
studies, including 7 collaborative sub-projects. It highlighted 4 themes:

1) Governance and fragility are two sides of the same coin. They are often treated as
entirely separate topics, but in fact considering them together makes good
analytical and policy sense

2)  Ahighly disaggregated, contextual, and political approachis necessary

3) Problem-Driven Iterative Adaptation (PDIA) offers donors a promising alternative
approach to improve aid effectiveness

4)  Addressingchronicinstitutional weaknesses— building state capability — remainsa
core challenge
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Recent and Forthcoming Publications...

«  Democratic Trajectories in Africa: Unravelling the Impact of Foreign Aid (Oxford, 2013)
— When, why, and how has foreign aid facilitated, or hindered, democratization in sub-Saharan Africa?

* ‘Urban Governance and Service Delivery in African Cities: The Role of Politics and Palicies’,
special issue of Development Policy Review (July 2014)
— How can key governance challenges in urban service delivery in Africa be addressed?

= ‘Aiding Government Effectiveness in Developing Countries’, special issue of Public Administration
and Development (August 2014)
— How can donors support governance reform to improve service delivery and to develop more efficient,
transparent public administrations?

*  ‘Aid and Institution-Building in Fragile States: Findings from Comparative Cases’, special issue of
The ANNALS of the American Academy of Political and Social Science (November 2014)

—  Whyand how have some states transitioned from fragile to more robust? What has been the role of
aid?

*  ‘Experimental and Non-experimental Methods to Study Government Performance’, special issue
of Journal of Globalization and Development

— What can experiments tell us about how to improve government performance? What are the limits of
experimental methods in this area?
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Dilemmas and Challenges: 3 Questions for Discussion

* How can donors support good governance while also
supporting local ownership?

* Should aid be conditional on the quality of
governance? What do we do about the fact that many
of the poorest countries are also poorly governed?

* |s a rights-based approach to development the way
forward?

UNITID HATIOH
L L
2 unu-wioer

UNITED NATIONS
UNIVERSITY

& % UNU-WIDER

www.wider.unu.edu
Helsinki, Finland
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O Presentation Transcript

I m deeply honored by the invitation to this conference. This is my third time to South Korea, and | find, each time |
come here, | find this country extremely inspiring, and a country that those of us from Africa would very much like

to learn from.

Now, good governance, of course, in a sense of truth, nobody wants ‘bad” governance, so we are all for it, | mean,
that’ s+ And | think the previous speakers made it very clear that part of the reason why this concept is so charming
is because i’ s so ambiguous. And that' s why we can all share and, you know, have this say we are all for good
governance, | think partly because it' s so easily charming, it also creates huge problems, because people act
sometimes as if they actually knew, as if it had a very precise meaning to it. One of the things that came up--- | think
it was explained to us by previous speakers, is arguably, | think good governance should be not about how other
people want other countries to be governed, but how citizens of those countries want to be governed. | think it must

be--- that should be the starting point.

One of the major problems of the debate on good governance, of course, is the ambiguity of the concept, as | said
earlier, but also the multiplicity of the drivers for the good governance agenda. | sort of distinguish between internal
and external, And the internal drivers from within Africa itself started off making noises about governance towards
the end of the mid—70s and on, and mainly--- and more loudly in the 80s, mainly because of the problems of
structural adjustment and the implications it had on society. There was also a--- People were tired of authoritarian
rule; the military in many parts of Africa were dominant, There was also a sense that some countries  existence,
very existence, was threatened by lack of national cohesion. It' s perhaps: - maybe some of you may not know this,
but there’ s a very small piece of evidence you migthings: one, why were they against structural adjustment, and
two, what was their proposal. And the World Bank:-- These papers that were commissioned by the World Bank were
published in a two—volume set of papers, which nobody actually refers to, but | actually wrote a paper a couple of
years ago referring to those papers. And in the introduction, the World Bank points out:-- it thanks the Africans for

introducing the idea of governance to the World Bank discussion.

So the idea of governance was very much an African problem. The African scholars, and these include Claude Ake,
Ali Mazrui, Mamadou Diouf from Dakar, and so forth--- They stressed three things, if | can summarize them for you.
One was the idea of accountability, of course, that was very central, The second was about the prudence in the use
of resources, and there’ s an article by Makhtar Diouf, who wrote extensively on the waste by African governments,

they’ re wasting resources. The third was the need for some kind of a cultural embeddedness of governance.
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Governance in Africa was detached from national cultures, And the following year, the World Bank issued a famous
report where governance was mentioned——in 1989, the World Bank:-- the idea was taken up and was introduced
as governance. | want to stress this because | think:-- we forget how many--- people don’ t pay attention to the
debates in Alfrica about these things. There are a lot of debates in Africa about governance, about democracy, long

before they actually became sort of a staple in the aid establishment, So that was the internal story.

The external story said there were two divergent paths. And | think Finn explained later on, also, the idea of the
financial--- sort of what one might call the international financial institutions”  view of governance, and the bilateral
donors and international civil society’ s view of governance. One stressed the financial management, the other one

stressed the more--- democracy, participation, and the social [service] delivery aspect of it.

And so we have internal drivers and divergent views by external drivers about what is meant by governance. |
explained somewhere in the PowerPoint presentation which I m skipping here, some of the reasons why there were
changes within the external world, But | think it” s very important to stress the fact that part of the concern, at least in
Round 1 of the governance story in the international institution, was a reflection of the failure, or at least the apparent
failure at the time, of getting prices right—that despite reforms to get prices right, things did not seem to be working.

So the question was: why was getting prices right not working? And the answer was institutions.

In the first round, the economists, especially economists in the financial institutions, were not very happy about
the governance agenda, because it tended to downplay the market reforms. They saw it as an interference, you
know, as a digression from the main issue, which was market reforms. However, a few years later, partly because
of the work of Douglass North, it was easier to adopt the governance agenda in so—called market—supporting
function of governance. Because they sensed that what Douglass North did was to respond to another question
which the World Bank had raised, which was: Why was it that private investment was not responding to reforms in
Alfrica’? And the answer was: institutions. Of course. But this time, not institutions in the sort of Weberian sense of
governance, but more institutions in the North sense of governance, that is, institutions that would ensure property
rights, and predictability, and therefore encourage private investment, And that agenda is separate, one must stress
again and again, is separate from the earlier African concern, which was accountability, social embeddedness of

the governance structure, and the appropriate use of state functions.

So in a sense, we moved, if you like, from Max Weber to Douglass North. And there” s a tension up to this day, in
academic circles, there’ s a tension of trying to reconcile the two. Sometimes people make them appear as if they’ re

exactly the same, but actually there” s a tension that makes these two actually very different,
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Then the case--- Because of this shift to the external part of the--- ' m sorry, to the Northian view of governance,
and the focus on property rights and the factors required to stimulate investment, there was immediately the pressure
or the need, or whatever it was, to simplity and make this governance idea measurable, And it was reduced, as we
know, to a number of things— accountability, voice, and regulation and so forth, and World Bank introduced some
indicators of good governance, and people ran regressions showing whether it was good or bad. But | think it is
important to keep in mind that that is a very narrow part of the governance story. It had its functions, of course. Its
function was to somehow align it with other indicators that were used in [the] corporate world for judging whether

countries were worth investing in or not,

But the consequence of that attempt to simplify it and quantify it was perhaps unintendedly to engage in what
someone has called monocropping, which is one—size—fits—all institutional type of making. There are--- Virtually
everybody | know of will say that we don' t believe in having one—size— fits—all institutional making. Because
ironically, one of the interesting things about institutional making, at least by Douglass North, was the notion of path
dependence and the notion of being context—specific, which means that you really can’ t have your one—size—fits—
all way of making it. Unfortunately, that became the trend in the case of Africa, where a very standard, often very

Anglo— Saxon, view of institutions was meant to be the norm for reforming government structures.

In addition to that, there was what | have called somewhere ‘monotasking. By that | mean that institutions which
normally perform many functions in other societies, in the case of Africa, they were to be reduced to single functions.
The most extreme is the central bank. You know, the central bank:-- If anybody reads the history of Japan or Korea,
[they] know central banks play many roles. But in the reform process, or at least in the U.S., at least the central bank
has got two roles, full employment and stabilization. In the case of Africa, this monotasking--- The central bank was
reduced to one function, basically macroeconomic stabilization function. And, as similar practices were introduced
in many other institutions which were given this one task, and | think for poor countries, you can’ t afford to have
institutions that, you know--- It s a luxury to have monotask institutions, In poor countries, your institutions normally
play many functions, for many reasons, I m not going to go into that. So we had the problem of monocropping and

the problem of monotasking.

We also had a problem of--- Because institutions were designed for not only to the governance debate inside the
country, but also to the governance requirements from outside the country, you had, in a sense--- you end up
having an institutional dualism: one set of institutions for local conditions or for local actors, performed in one way,
have different resources from those institutions that were supposed to be working for the outside. You just have to go

to a ministry of--- The difference in furniture between a ministry of finance and a ministry of education. One ministry
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is external and is-- and has to meet certain standards from outside, is well-equipped, modern computers, and the

other ministry, which is the internal one, or sort of the spending ministries, often very badly equipped.

So you have a reform process which, it then:-- It creates a dualism of institutions, and that has its problems. You
have, in academic circles, that creates huge problems of looking for islands of efficiency which supposedly one
should protect and promote, and the other stuff—that is, bad governance, neo—patrimonial—that should be left,
should be in a sense avoided. And |-+ My original history of countries, the late—industrializers, is that you--- The
course of development is precisely to try over the years to reduce the dualism, But in any case, our kind of reform

has tended to complicate matters by making dualism.

But even more critically | think that it' s not clear to me that the institutions that are being suggested in the good
governance agenda are in fact the good institutions. And when the literature on good governance emerged and
became big, there was another literature which was going on at the same time which was on the developmental
state in Asia, Now that literature had a view of governance that differed radically from the literature on good
governance that we were implementing in Africa. It was a literature which was--- suggested, | think, if | read well, that
institutions involved a lot of experimentation, trial and error, and that although we now:--- when we present the case
of Japan or Korea, we idealize the process, but the process was quite messy. And there was a lot of learning, a lot
of mistakes were made, and you know, there was authoritarian rule, all kinds of things were done that have since
been reformed. But that literature on the institution or the developmental state literature took a long time to come to
Alfrica. It was:- somehow in Africa, we didn’ t begin to look at the Asian experience as we should have, in terms of
learning from the Asian experience. And | think it” s very important to--- perhaps to meet, if you like. But at least to
concede that we really don’ t know what we mean:--- what exactly are the good institutions for growth, And if people
tell you that they know that, they should be given a Nobel Prize. But actually, quite frankly, most of us do not know
exactly: what do institutions that lead to growth look like? The experience of Asia suggests a much more complex

image of what makes [development] happen.

Now, besides having these ingtitutions that are questionable in terms of their appropriateness, this has not, however,
prevented people from continuing to make experiments in Africa, in institutions in Africa, We have had this concept
that, to borrow from Schumpeter, one might call uncreative destruction. By that, | mean situations where there is
an idea of how institutions should look like, how governance should look like, you go to a country, you try it out, it
doesn’ t work, you quit, and you leave the country in the cold. And the country has lost its old institutions, which
were not perhaps functioning well, but have not acquired the new ones. | am from Malawi, and Malawi went through

an experiment where the new public management was introduced for the civil service, Somewhere along the line, |
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think the donors realized ‘it” s not working.” They abandoned it, and the colonial system:--- the British system of the
civil service was put in a mess, and if you read today about my country, Malawi, the question of ‘Cash gate’ and
scandals reflect this strange reform where you start a reform, you realize it’ s not going on well, and you just drop

out and leave the country with incomplete structures. That, of course, as | said, is ‘uncreative destruction,

One concept, sort of regular comment in the institutional debate on governance in Africa has been one of local
ownership. | started off by saying that | think we should try to think of good governance as, in a way, a discourse
among a people [about] how they want to be governed, and perhaps, if we want to help, to help them in that
process. And this is partly to avoid the kind of situation where the governance is about how other people are
governed, as determined by an outsider, And that creates the issue of lack of local ownership, but also it creates:-- it
makes those institutions not work., | mean, this | need not say, there have been--- the Paris Agreement was partly a
recognition that when people don’” t own institutions, then, of course, they don’ t quite work. The thing that they lose
most if they are not owned nationally is the legitimacy. If institutions are not nationally embedded, they lack legitimacy.
And | think we all agree that one of the most important aspects of institutions is their legitimacy, and their, in a way,

naturalness, that people will see them as a part of their day—to—day lives and not as an outsider,

To compound matters, as | said earlier, the many external actors and the many internal actors have different
agendas. And the conseqguence of that is the 'too many cooks” phenomenon. There are just too many people with
too many different agendas and too many views of institutions who are involved in institutional reforms in Africa, And
the conseqguence of that is a large dose of incoherence:-- institutional incoherence, It can start off from a very small
office. You go in an office, and you find that the same office has twenty different staplers for stapling paper, reflecting
which was the last donor——each donor brings their own stapler. And, you know, [all the different hole— punchers]
for punching papers for filing——for Sweden | think it s four holes, American | think it” s two, the British it” s three, and
you go in the same office--- And that’ s perhaps the crude expression of that, But in fact, there are just too many
cooks involved in this agenda. And the Alfricans themselves, to blame our own, ourselves here, we have been very
careless in claiming ownership of the agenda. And the result is that we are ourselves at a loss as [to] what this new

cookbook talks about.

In the meantime, despite what | said earlier about monocropping, sorry, monotasking, there has been a proliferation
of tasks. Earlier speakers mentioned it. There are just so many things, partly because the way we' ve fragmented
the institutional reform and governance reform, there are so many things that people must do before they' re

considered as having good governance. And that of course creates serious problems,

64 | The 8th Seoul ODA Conference

1 20141020 ODA ZUH2 1 A.indd 64 2014-10-23 2= 5:SOZL



L "EEEN T |

[ The 8" Seoul ODA International Conference ST |

| think perhaps we can get towards the conclusion that--- By the way, in the case of Africa, we ve gone through,
since independence, we' ve gone through so many things we must get right, We started off by: * you must get your
planning right, your project right,” and then we’ ve got ‘prices right, institutions right.  Some people say we must get
our politics right, our governance right, our geography right, some people say we must even get our history right.
So it' s been a very long agenda of things that we must get right, And these things I ve mentioned here have been
top hits at one time or another during the last 40, 50 years. So it s a large, it' s a very fast—changing agenda. And
one thing we have leamed about institutions, the institution by definition is-++ they re not to lose their institution—
ness, have to be very slow, they change slowly, That' s why they' re called institutions, otherwise they would not be
institutions. They would be, you know, they would be something else. And the Kind of experimentation that is taking
place in Africa is not really creating institutions. At best, it s creating organizations, But it' s not institutions in terms
of--- as norms, that | know, that one thing about--- So there’ s this danger of the flavor—of—the—year of institutional

reform that we Africans have to contend with,

Alfricans can learn a lot from other countries, and | personally think that one of the unfortunate things that happened
to Africa, we did not learn much--- we didn’ t follow what was going on in Asia in the 70s and 80s. We were so
focused on the Latin American problem that we didn’ t quite understand what was going on here, and | think we

can learn a lot from this.

But | think if we are going to transfer-+- or perhaps, if we' re going to do this successiully, we can learn from a
statement | learned from a woman from Kenya when | was here last time, when | was in Korea last time. This lady
was staying at a Quaker center somewhere. And she had been to Brit--- | won' t mention the country, only a country
in Brit-- in Europe, where she studied similar--- she took part in a similar program as she did here in Korea. And
| asked her what was the difference. She said that, ‘When we were in Europe, they told us what to do. When we
came here, they showed us what they have done.’ | think that” s a very important distinction. And to do that well, you
will have [to be] very candid about the successes and failures, the trials and, you know:--- It should not be a nice,
happy story of success. Of course, nationalism requires that, but | think it would help a lot if you were 1o lay bare:

This is what we learned, this is where we made a mistake here, we changed that, we dropped that, we learned

that, and we got where we are,

And you have fortunately, because Korea is relatively new, you don’ t have vet a sort of a national amnesia about
how it was done, so you can absolutely share a lot of experiences from your experience. And | hope that part of
this exchange with, you know:--- | hope one day there will be more and more Africans participating in this, because

there is a lot to learn from the experience of Korea. Thank you very much.
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Speech Il
Moderator : Finn Tarp (Director, UNU-WIDER)

Thank you very much, Thandika, It is always important that we speak on governance in Africa because it is clear
that some of the biggest challenges in this area are related to African countries, but of course not only.

We will now move on quickly to Huck—ju Kwon, and | would like to say that it s a pleasure to infroduce Kwon,
Professor and Deputy Director, Asia Development Institute here in Seoul at Seoul National University. He has a list of
books which will make anybody in this area envious, and | can certainly say that some of his publications are directly
targeted to our, today” s discussion. Now what Kwon will do is that he will speak on “Does ‘Good Governance’
Lead to Poverty Reduction in Developing Countries?”  which is obviously a somewhat different perspective than
the perspective that Thandika addressed. Kwon, the floor is yours, and | will do the same waving as with Thandika.

Thank you, Thandika, for adhering to that. Kwon, the floor is yours,

66 | The 8th Seoul ODA Conference

1 20141020 ODA Z 21 A.indd 66 2014-10-23 2= 5:SOZL



L "EEEN T |

[ The 8" Seoul ODA International Conference St I

“Does ‘Good Governance’ Lead to Poverty Reduction in Developing
Countries?”

B Huck—ju Kwon

Professor & Deputy Director, Asia Development Institute, Seoul National University
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Why and how institutions matter: an expert consensus

e Comparative and statistical evidence suggests
that institutional differences are causally more
important than geography and climate

e But introducing a pre-determined set of “best
practice” institutions all at once is not the way
to go
— This is not what happened historically,

anywhere: existing institutions were
adapted in steps

— Itdoes not work ... because the way formal
institutions function is shaped by (informal)
power — what matters is the political
settlement (institutions + power)

Implications for development practice?

e Promoting “good governance” comprehensively and
quickly causes reform overload — governance needs to
be “good enough”

e \We need case-by-case diagnostics to achieve a “good fit” TR
with the needs and possibilities of each country or sector
at a particular moment

e But, this is not satisfactory:

— Development practitioners don't have time to study every
context, starting from first base

* \We need answers to the questions:

~ What are the particular governance qualities and capacities P‘\

that are most needed in low-income countries today?

— What are the main features of a developmental state or
developmental regime?
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Renewing the theory of the developmental state

* The older literature on ‘developmental states’, referring to Korea and
Taiwan, helps less than expected:
» It was rather economically oriented (Wade, Amsden) or

» It was rather specific to a period and country (dictatorship plus
embedded bureaucracy — Evans on Korea, Leftwich)

We need a concept of developmental regime with broader relevance
for today, especially for Africa

¢ Our proposition: it needs to contain three elements:

Something about policy content
— Aview on the policy process (its qualities)
Something on underlying conditions (the ‘political settlement’)

The importance of policy ideas

¢ Africa/SoutheastAsia comparisons by the
Tracking Development project led to the
conclusion that policy differences matter a lot
and governance differences rather little

— Large early investments in rural development
and smallholder farming is the key

e There is an equivalent literature on industrial

policy
— The Key thing is the idea of building capabilities
in sectors characterised by increasing returns

¢ Policy ideas do matter!
How Rich
L'mmn\'ics:: Got Rig‘ﬁf
. .. and Why Poor
Countries Stay Poor
S T S
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“My team has created a very innovative solution,
but we’re still looking for a problem to go with it.”

www.institutions-africa.org

The quality of the policy process

¢ Relevant ideas get turned into sound policies
only when policy-making is about looking for
solution to national problems and adapting
them, based on experience

e MattAndrews’ thesis about “PDIA”:
— Good policy making is 7) problem-driven, 2)
iterative and 3) adaptive (PDIA)
Most development policy-making in Africa does
not have this character
* Research findings about Southeast Asia, and
about China, agree with this, as well as with
the importance of policy ideas

The

LIMITS of
INSTITUTIONALI
REFORM in
DEVELOPMENT
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The need for a third level - a political settlement

e PDIA is rather rare — why?
— Formal policies are about “signalling” good behaviour to donors

— When it comes to real policies, politicians can't afford PDIA, because
policy has to serve the needs of patronage and short-term electoral
advantage

¢ Therefore, developmental regimes require a “settlement” or
underlying “elite bargain” that frees policy making from the
imperative of serving patronage needs and the short term

e Examples? Not many, but ...

In Africa today: Rwanda versus the rest

¢ Policy content: not perfect, but improving

¢ Policy process: the improvements are due to learning; finding own
solutions to own problems, correcting errors

e The dominant political organisation (RPF), its history and structure
helps explain this

¢ The Kagame leadership factor is important, but it reflects the quality
of the party organisation, not the other way round

¢ PDIA also draws strength from the underlying political settlement

e This has three elements:

— Power sharing, with firm boundaries

— Wagering together on development, not negotiation as the route to
reconciliation

- A commitment to a non-clientelist form of multi-party political competition

10
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Therefore: a concept for further testing

Character of the political settiement

Quality of policy process

Relevant policies

= developmental regime

Thank you!

www.institutions-africa.org
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O Presentation Transcript

Yes, thank you very much. Today I' m going to discuss good governance, and | d like to question whether good
governance is a good policy rationale to achieve poverty reduction, because good governance itself is a very
important concept and policy target, but we use good governance as a policy rationale to achieve poverty reduction
in developing countries, especially in the context of the Millennium Development Goals [MDGs]. | think it is time to
question because we are at a crossroads. We finished the Millennium Development Goals and we are thinking about

new policy plans. So now we need to reflect [on] whether good governance is an effective policy rationale.

Well, already Thandika mentioned about how this ‘good governance’  has emerged in the development community
among international donors and developing countries. So I m not going to go into details, but the one thing is that we
are [reflecting] on the failure of market—driven economic development strategy in the 1980s and the 1990s. So, after

2000, we used this good governance to achieve the Millennium Development Goals, especially poverty reduction.,

So then | think we need to discuss the conceptual issue first—what is governance?——before we talk about good
governance. | think that governance is the activity of policy actors to achieve the government goals. | think that
is the minimum definition of governance. But here we need to think about the different concepts of governance,
because governance and good governance is not talking [only] about the context of developing countries, but we
are also interested in good governance and governance in the industrialized, mature democracies. So when we are
talking about good governance in the industrialized, mature economies, good governance is more like collaborative
governance. That is a simple, clear definition. When we are talking good governance or collaborative governance in
democratic societies or industrialized societies, the emphasis is on the policy actors. So it is doing the governance
with a network of policy actors, and they are involved in negotiation and persuasion. That is good governance in

the, let’ s say, European countries or North American countries.

But when we are talking about good governance in the context of developing countries, | think the concept is similar,
It sounds very similar, and you cannot notice this difference if you are not very careful, But | think there is a very
subtle but important difference. When we are talking about good governance, let’ s say, UNDP’ s concept of good
governance——you may refer to my slide number 5. The UNDP said good governance is participation, transparency,
accountability, equity, and the rule of law. And the World Bank says good governance is predictable, open and
enlightened policy making, these definitions of good governance, | think, are more about how institutions work, not

how policy actors work together. This is, | think, a very important difference, and I' m going back to that difference later.
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Now [ think | will move into the link between good governance and poverty reduction. So the international community,
development community, bring this idea of good governance because if you achieve good governance, you will
reduce poverty. Then there is a direct relationship. So then we need to think about whether there is a real relationship
between these two concepts. If there is a good concept, a link, then | think we should continue in our efforts to
achieve good governance, But if there is no clear link, then we need to think again whether good governance is a

good policy guide to achieve poverty reduction,

And so far, | think we’ ve talked a lot about good governance, but we didn’ t really [conduct] careful and serious,
rigorous empirical research about testing the issue of good governance and poverty reduction. And of course there
is some research, but strangely the good governance literature and the empirical studies focus more on the rule of
law. That is one aspect of good governance in the definition of UNDP, but good governance is not only about the
rule of law, it is also about politics, it is also about administration. So when we are talking about good governance
and when we try to test this link between good governance and poverty reduction, | think we need to focus on the

multi— dimensional characteristics of good governance,

So my idea is that good governance has at least three dimensions. One is political, the second administrative,
and the third is the judicial dimension. Then, if you try to empirically test the link, then you must show that there
is plausibility for a link before you actually go into the research. The idea of the politics good governance aspect,
one aspect, politics reduced poverty is that if you give the voice to the poor people, then they will make their own
demands, they make their own complaints, and they talk to politicians about their needs for their livelihoods. So
then politicians will respond so that the poor people will have a better life chance, and maybe they increase their

incomes, so there is plausibility.

How, then, is the second dimension, the administrative dimension, linked to poverty reduction? Of course, there is
clear plausibility because whatever you do, the government needs to implement public policy. If you can’ t implement
public policy, how can you achieve the policy goals? So the effectiveness of the governance is a very important

aspect of governance, and there is plausibility.

The third dimension, here | use the judicial dimension. Maybe this is an economic, property rights, kind of economic
dimension as well. Rule of law, so you need to govern by the law, and you need to control corruption. So, if you
control corruption, then it is predictable, the governance is predictable, and if the poor people stick by the rule, and
not only the poor but the rich and powerful are governed by the rule, then maybe the poor will be better off, so of

course there is plausibility.
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Then the question now is that, is [whether] in fact this plausibility is the case in reality? So, | did research with my
colleague about this empirical link, and if you see my slide number 11, there is a technical definition of these three
dimensions of governance, and | used these different variables. And | used the panel data gathered by the World
Bank [Worldwide Governance Indicators, WG] and used:+- carried out panel analysis with the independent variable

of good governance and the dependent variable of poverty reduction.,

I"'m not going into that technical detail, but if you go to slide number 14, the outcome of the statistical analysis
shows that there is an inconclusive outcome [on] the link between good governance and poverty reduction. Only
one aspect of the political dimension showed that there is a link = good governance reduces poverty. But the other
dimensions didn’ t show that clear link. Another interesting thing is that rule of law is inversely related, so if you
stick to rule of law, then poverty increases. That' s something | think we need to discuss. But overall, the empirical

research was very inconclusive,

So | carried out another statistical analysis. Now | divided these developing countries—98 developing countries—
into different groups. First | divided them into regional groups, and second | divided them into income groups. The
statistical outcome shown here is a very interesting outcome. One is that the reason--- [In] the countries in East Asia,
Europe and Central Asia, and Latin America, there is a clear link between good governance and poverty reduction,
But statistically, no clear link [was found] between good governance and poverty reduction in sub—Saharan Africa.
If you move into the income level of the countries, there is no clear link in the least developed countries, while in the
lower and middle income developing countries, you can see the link. So good governance only works in the middle
or lower income developing countries, not in the least developed countries. But when you' re talking about good
governance and poverty reduction, what really matters is that you should work in the least developed countries, but

there is no clear link,

So | think here, now we need to reflect on whether this  ‘good governance’ is a good policy rationale to achieve
poverty reduction in developing countries. Of course it works in the middle and lower income developing countries, |
think it works in the Philippines or in Indonesia, but in the least developed countries, the poorest countries, it doesn’ t

WOrk.

Why"? Now we come back to the link--- the different concepts of good governance in the mature democratic countries,
and we' re talking about good governance in the international development community, but | think we [reached]
another concept, another policy rationale for least developed countries. When we talk about good governance in

a democratic society, it is more about the policy actors. Because we have institutions, and institutions are working,
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when you' re talking about good governance it is persuasion, it is negotiation. We have different interests, so we
need to sit together and make a compromise, That is good governance. In the middle income countries, good
governance is about how we operate institutions, because institutions are there, but still we need to improve, But in
the least developed countries, actually we don’ t have these institutions. So it is not a good idea to use this concept
of good governance in the absence of institutions, working institutions. So my suggestion is that, instead of good

governance, probably nation—building, institution—building, that is the policy implication of this empirical research,

Well, | think I will stop. Thank you very much.
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Speech I,
Moderator : Finn Tarp (Director, UNU-WIDER)

Thank you very much, Kwon, for these reflections and points about good governance and poverty reduction,
Obviously, when you' re thinking about these issues, is it a bilateral, is it trilateral, or are there many more dimensions

in understanding these things”?

But we will guickly move on, and | am very pleased to introduce Professor David Booth, He' s a Research Fellow
in Politics and Governance at the ODI [Overseas Development Institute], one of the leading development research
institutes in the world. Formerly a university academic at Hull and Swansea, David has been a Research Fellow at
ODI since 1998, and for aimost a decade, he was the editor of the influential Policy Development Review. David
has done research in the areas we' re discussing today for a long time, and he leads research in Developmental
Regimes in Africa, funded by the Netherlands Ministry of Foreign Affairs, and is linked to the African Power and
Politics Program that has been supported by DFID and Irish Aid. And David is simply a prolific academic and
contributor to this area. His latest book is Governance for Development in Africa: Solving Collective Action Problems.

Now, David, can you solve some of these problems?
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“Institutions, Governance and Development: Updating the Concept of the
Developmental State”

B David Booth

Research Fellow in Politics and Governance, Overseas Development Institute

O Presentation Materials

Governance in Africa
Thandika Mkandawire

Professor

London School of Economics

The Rise of “Good Goverance”
Agenda

* "Good governance"
has attained the iconic
status of motherhood
and apple pie in
American folklore

* No one is his/her
right mind can oppose
it

* One of its selling
points is the
ambiguity that
surrounds it
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Drivers of the governance agenda

» Domestic drivers

. The failure of Authoritarian rule and calls for
accountability

2. The mismanagement of the crisis of the 1970s and
responses to structural adjustment programmes which
were perceivedas externally imposed and
unaccountable

3. The demise of nationalist pacts and anti-statist
ideologies

4. The emergenceof Democracy movementsand calls
for accountability

External Drivers (Cont)

Two Divergent
Paths

International Financial Bilateral donors and
Institutions &= | International Civil society
l organization

.

Focussed:

Focussed on

* Democratisation

+ “Participation”

» Social service delivery

Economic and Financial
Institutions
Bureaucratic Reforms
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External drivers

* |deational shifts — the rise of
neoliberalism and its views about states
and markets

* End of “Cold War” and neoliberal
triumphalism and the growing impatience
with misgoverned client states

» The prominence of International financial

institutions in the aid business and
diffusion of ideas

St I

External drivers (Cont)

» From “Getting Prices Right” to
“Getting Governance Right”

“Underlying the litany of Africa’s
development problems is a crisis of
governance. By governance is meant the
exercise of power to manage a nation'’s

affairs” (World Bank 1989:60).
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External actors (NGOs)

» Growing shifts to poverty alleviation and
humanitarian aid ands away from
developmental aid

e The rise of international NGOs

» The growing elite "anti elitism" and the need for
governance that would circumvent or limit " policy
capture” and allow international elites to directly deliver
services to "grassroots" and to legitimate such
interventions through various forms of “participatory”
schemes

From MaxVWeber to Douglas North

* |Initially economists thought that the "Good
Governance" agenda would be a distraction from the
main task of "Getting Prices". Consequently it was for a
while marginal preoccupation of "Africanists” in the

international organisation

“Why is it that when the recommended policies are put into place
(often under the guidance of—and pressure from—the International
Monetary Fund and the World Bank), the hoped-for results do not
materialize quickly?” (Clague 1997b:1).

More specifically Why was the response of private investment
“Disappointing"?

¢ The answer was: “institutional weakness”.
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Post-Washington consensus

“The failure of adjustment led to the
realization that most of the measures
proposed in adjustment programs would
require a strong and effective state and a local
elite that “owned “ the policies.

Lack of investment due to lack of institutions to

protect foreign investment

Lack of social capital at micro level

New insights from Development, Growth
Theories and Institutions (Douglas North)

Post-Washington Consensus and
Acceptance of regulatory of the state

' © The poor response of private investors to
structural adjustment attributed to poor
institutions and lack of policy credibility and
protection of property rights

* Focus on institutional reforms to

| enhance

Accountability

Transparency

Efficiency

Rule of law
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Developmental state twist

* The literature on developmental state

| suggested that "good governance" really
| meant the autonomy of the state from
particularistic interests

* Such autonomy required selected
embeddedness of the state limited to
business interests

* |t did not require democracy or many
other key components of “Good
| Governance” Agenda”

Accountability

» Greater transparency in dealing with
| recipient governments

» Strengthening of Public audits
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Efficiency

» Downsizing of civil service

» The New Public Management and
“agentification” of state functions

Political reforms for more Voice

» Democratization

» Participatory forums

» Strengthening civil society
» Strengthening Press
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Strengthening Regulatory capacity of the
state

* Support to judiciary

¢ Creation of commercial courts

» Reform of police services

St I

New institutions

* Independent central banks
* Independent Tax authorities
» Stock markets

* Reform of Banks

* New property laws
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Beyond “Getting Institutions Right”

* By the end of the 1990s,many countries
had adopted the “Good institutions”.
However, economic growth still
remained elusive.The question the was:
why is it that even when countries have
adopted good institutions, economic
growth has remained anemic?.

Institutional Monocroping and
Monotasking

* Monocropping

The tethering of institutions to a “one-size-fit-all” policy
perspective (“institutional monocropging") which
involves an “imposition of blueprints based on idealized
versions of Anglo-American institutions

Many of the proposed reforms do not exist in any real
economy

There is no standard “market economy” model. Instead,
market economies were compatible with a diverse range
of institutional arrangements, products of “path
dependence”, serendipity, luck and the force of
unintended consequences of the actions of many agents.

“Varieties of capitalism” e.g. liberal market economies
versus coordinated market economies
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Problems of monocropping

+ The Northian institutional account has been
interpretated as an endorsement of Anglo-Saxon
tradition of common law and property rights

+ This has led to "Institutional Monocropping" or one-
size-fits-all institutional reform in which "best
Practice" ( read Anglo-Saxon) institutions is exported
or imposed

Monotasking

- The insistence on institutional “monotasking” whereb
institutions are reduced to servicing a standard set o
policies

(Eg Central Banks can play many roles but they have
been confined to stabilisation only)

- Multitasking economises on human capital in poor
countries

» Institutions play many roles in the development
processes and seemingly identical institutions can take
on different roles in different times within the same
country and from country to country. The fact than an
institution may be necessary for a particular functioning
does not mean that is the only function that that
particular institution can serve.
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Tabula rasa view and Neglect of local
institutions

¢ The literature on institutions is replete with worlds
like “context specificity”, “path dependence” and
history all of which would suggest “concrete
analysis of concrete situations” Instead, institutions
in Africa are often studied not for what they are but

for what they are not.

= Consequently, in much of the analysis we have no
detaileﬂ information on existing institutions, the
consequence of this tabula rasa approach being that
institutional reforms often involve throwing away
the proverbial baby with the bathwater or grafting
of institutions on to a body whose rejection
mechanism will sabotage the reform.
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Weak Conceptual Underpinnings and
measurement problems

Problems of simultaneity are prevalent in such cases so
that the direction of causation is not clear and may run
in both directions.

Measurement problems: most of the proxies for
institutions are dubious empirical proxies and their
theoretical counterparts are subject to arbitrariness,
errors and biases of measurement.

Aggregation of the elements is a serious problem

Economic theory does not specify the functional forms
for the relationships between institutions and economic
growth so that the link in the econometric specification
of the relationship between theory and the estimated
regression often involves a leap of faith.
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Inappropriateness or irrelevance of new
Institutions

* None of the developed
countries had these
institutions in their initial
phases of development

. nglaaerformmg countries = -
like China do not have -t
them o . SoN%

(L 4
. Afrlaan countries have as H . s e
mstltutlons as you gr,. o e Se oW
vno ﬁi o have at 8 PR Tt Lr T
eirleve’s 6 deve opment i - b Wf;' -
/- e o .

STIZ |

Uncreative Destruction

I. The endless institutional experimentation
that renders institutions highly unstable and
unpredictable

2. The dismantling of institutions that might
conceivably play a developmental role and
the strengthening of institutions which, at
best, are good for “stabilization and which
and not conceived as if development matters

Outright closure of institutions before
alternatives are identified and set in motion

(¥
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Lack of local ownership

» Capability to learn and adapt institutions is a major
determinant of the appropriateness and efficacy of
institutions. “Ownership” and the process of
learning and adoption best facilitate this.

Much of institutional reform has taken place through the
process of impositions sustained by aid and conditionalities.
The attitude towards institutions has been essentially faith-
based. We know the “good policies” just give us the
institutions, or better still, accept our package of
institutions”.

Foreign presence and pre-eminence in institution-building
has had considerable effect on the morale and éspirit des
corps of local bureaucracies

in
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Compromising legitimacy

» “Legitimacy” is a useful attribute for any
institutions. Such legitimacy may accrue from
custom and habit, from the legitimacy of the
process or other institutions that set them up
and from the demonstrated efficacy of

stitutions.

Imposition of institution and the excessive restriction of
institutions can in fact undermine their legitimacy.

Often “autonomy” is respect with national representative
national institutions and not donors

- Institutions perceived as merely adjuncts of foreign institutions

and whose authority and “independence” derived from these
foreign institutions are unlikely to enjoy high standingin the eyes
of a public
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Too many cooks
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The array of institutional e e
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recipient countries must
live with, diversity of
foreign actors within
African institutions and Téiww' S .'
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African imstitutions —

among different donors.
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Institutional dualism

* Recent reforms have introduced new form of
dualism partly as a result of the insulation of the
new institutions from the broad developmental
agenda

» Legal reforms associated with adjustment
programmes have have tended to fragment the
already weal legal systems

Improved protection of property rights of a few is
accompanied by increased social insecurity of the many
both individual and collective.

» Most of the institutions that the World Bank is insisting upon
are overly dimensioned and extremely expensive and of
dubious benefit to economic growth in the countries
concerned.
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O Presentation Transcript

[ will try.] Thank you very much, Finn. Let me say, as the other speakers have done, that it’ s a great honor to be
invited to this conference and to be able to speak to you, and we' re grateful to KOICA and to the Ministry of Foreign
Affairs for the invitation. I m very struck by the degree of consensus that we' re getting on the platform from the
keynote speakers and other speakers so far on certain basic things on the agenda. This slide indicates the sort of
scope of my discussion, and these are, | think, among the points of consensus that we' ve got so far, | mean, first
of all, it is clear from all kinds of evidence that institutions are very important in development, but it is equally clear
that there is no agreement on precisely which institutions, which forms of governance, are helpful for producing

accelerated development in very poor countries,

[ I go very quickly over the first two slides because, again, these are sort of reminders of some of the things that
have already been said on the platiorm which do not need to be labeled further. The evidence from people like
Douglass North and Dani Rodrik is quite clear that what Kind of institutions a country has is really rather more
important than where it is located in the world and what kind of climate it has and that sort of thing. But equally, it' s
now | think a topic of consensus, at least among specialists in the subject, that the ‘good governance’ agenda, in
other words, promoting the same set of supposedly ‘best practice’ institutions everywhere and at all times is not the
way o go. This is not supported by historical experience. There” s been mention of Japan and Korea' s experience,
but it' s also the case that European historical experience, starting with Germany, supports the idea that institutions
always have been adapted in steps. And introducing the ‘best practices’ straightaway has never been a route to

success, and you don’ t-++ you won' t have trouble recognizing the other person there [pictured on the slide].

It doesn’ t work because introducing formal institutions with the idea that they will work in the same way that they
have worked in other places is a false assumption. The way institutions work is heavily determined by the nature of
the pre—existing power relations and in particular the informal social relations which prevail in a place. And Mushtag
Khan, whose name has also been mentioned, is one of the people who has been most articulate in advancing
that view. What matters is not just the formal institutional framework of a country, but how those work, and that is
determined by the way power relations and institutions interact, and how things happen informally in a particular

country.
What are the implications of all of that for development practice? Well, there are two things which also command a

consensus, | think, among these specialists, One is that this idea of promoting ‘good governance’ in a comprehensive

way is actually harmiul in the sense that it produces a reform overload. What is needed is institutions which are ‘good
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enough’ to solve the problems that a country is facing at that particular moment in time. Otherwise, trying to do too
much can be positively damaging. That picture is Merilee Grindle, also of Harvard University, who argued that point
very forcefully about ten years ago. And another point of consensus among the specialists, | think, is that what is
needed, in thinking about institutional reform and governance improvement in developing countries, is a form of
diagnostic analysis which identifies what will fit best with the country” s needs and possibiliies at the particular stage
of development that it has reached. That' s Brian Levy, who used to be a very senior governance specialist at the
World Bank and is now semi—retired and writing books on the subject, including one that’ s just published, | think,

by Oxford University Press. That' s the consensus, | mean, that' s where we' ve got to, | think.

And as Grindle has pointed out in a recent article, that” s all very well. You can give the advice to people who are
involved in a practical way in the development business: ‘Look, everything has to be adjusted to context, you need
to understand the context before you start making recommendations.” Very good. But actually practical people in the
development business can' t afford the time to study the context in great detail. They need some sort of guidance
about what is likely to work in this particular country, They can’ t start from first base with everything. And in particular
we need answers to two guestions. One, what are likely to be their particular governance qualities and governance
capabilities and capacities that are most needed in a given low—income country. And that is the main question of
the book:-- the recent book that Finn mentioned. And then, more specifically, what are the characteristics that define
a developmental state or a developmental regime in the context of low—income countries today. And we have in

mind, | think, particularly Africa,

So what | want to talk about now is about trying to renew the theory about the developmental state. Now if you
Google ‘developmental state,” in an English language website, you Il very quickly find quite a large literature, now a
little bit old, largely discussing the experience of what were then called newly—industrializing countries in the 1980s
and 1990s. It' s a literature essentially about the Republic of Korea and Taiwan. So you might think that that” s the
place you should turn to for guidance on what should count as a developmental regime in the current situation in
Alfrica. But actually that literature, | mean, is extiremely interesting, and it has certain lessons, which as Thandika
indicated, are definitely applicable in the current context. But it was rather heavily focused on economics. It was
rather heavily focused on the nature of the economic policies, the industrial promotion policies that were pursued
with success in Korea and Taiwan. It wasn' t very centrally concerned with politics, and to the extent that it was
concerned with politics, it picked up certain features which were characteristic of Korea and Taiwan during their early
industrialization experience, which one might not want to consider general necessary conditions for development

success, so... Korea was a dictatorship at the time, and Taiwan was pretty much a dictatorship, too. So the idea
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of the developmental state that emerged from that literature included the notion that in order to succeed in rapid
industrialization, you need to have a dictatorship. And that' s not perhaps something we want necessarily to carry
into the present period, where it actually would be quite problematic because most low—income countries are
now formally committed to multi—party politics. Some of the literature also picked up certain features of the Korean
experience, which are possibly Korea—specific features, to do with the nature of the public bureaucracy in the
country, So, the suggestion is that we need a concept of the developmental regime with rather broader relevance,
contemporary relevance, and in particular, relevance to Africa. And | want to make a proposition. I' Il say ‘our’

proposition, because this is an idea that developed particularly within the developmental regimes in Africa project,
which is a project led from ODI with funding from the Dutch Ministry of Foreign Affairs. And in particular I' ve benefited

a lot from the collaboration of Frederick Golooba—Mutebi, who will be speaking later.

The proposition is: a relevant concept to developmental regime for the present day in Africa needs to say
something about policy content, Policy content is relevant, But it also needs to say something about policy process,
the quality of the process through which policies are adopted and then implemented. And then, very importantly, it
needs to say something about the underlying conditions, the conditions which enable or do not enable high quality

policy processes.

So, first proposition, policy ideas do matter. I ve been associated through the Dutch Ministry of Foreign Affairs with
a research project called Tracking Development, which has produced some very interesting results from comparing
pairs of African and Southeast Asian countries. And the central conclusion from that work, looking at the whole
experience of development in African and Southeast Asia from 1960 onwards, the most important conclusion is
that it' s essential to invest heavily in rural infrastructure and institutions to support rural productivity in the very
early stages of income growth, That' s not an easy idea to put over in Africa, where the image of progress tends
to suggest moving directly to industrialization. But the evidence, the historical evidence, is quite clear, and | think in
fact this applies to the historical evidence from northeast Asia as well as from Southeast Asia: you must improve

the productivity of smallholder agriculture before you embark heavily on industrialization, otherwise it will not work,
There is an equivalent literature on industrial policy which suggests that having a clear concept of what you' re trying
to achieve with industrial policy is also important, Building capabilities in sectors characterized by increasing returns

is the sort of key economic aspect of the formula,

So a developmental regime in Africa today needs to take agriculture a great deal more seriously than most

governments do. And it then needs to think about industrialization, but to do that in a very sharp—minded Kind of way:,
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Second, policy process. This [slide] expresses what is the problem with policy—making in many low— income
developing countries, The gentleman says, ‘My team has created a very innovative solution, now we' re looking for
a problem to go with it.” Very much policy—making in development, and this refers to policy—making by countries
and policy—making by donors, | think, starts with solutions. People think they have remedies for problems. They' re

not starting with the problems, And this was already mentioned by Finn Tarp in his opening speech.,

There is growing recognition, at least among the specialists, that policy—making for countries and for donors needs
to be much more problem—driven. Relevant ideas about policy get turned into good policies only when policy—
making is driven by the desire 1o solve the problems that the country has at a particular moment in time. Starting
with solutions is absolutely fatal. And as Thandika said, that is clearly an aspect of all successful experience in Asia,

starting with Japan and Korea. It was messy, it was problem—solving, it didn’ t start with ready—made solutions,

That book cover [on the slide] is the recent work by Matt Andrews, also of Harvard University, which is having
quite an influence in this field, and Andrews and his colleagues have invented this new acronym, PDIA, which you
are going to be hearing a lot about, | think, in the next few years. PDIA is problem—driven, iterative, and adaptive
policy—making. Most policy—making in Africa currently does not have that orientation, it tends to have the orientation
of adopting the solutions which are believed in the international community to be the solutions, not finding solutions

to problems as they are defined locally.

Now, as | ve been saying, research findings about Southeast Asia, but also | think studies of what' s happened in
China since Deng Xiaoping assumed power very much underline this: good policy comes from trying to solve very

particular problems which have been posed at a particular moment in a development process,

Now, as | say, PDIA is rather rare in Africa and | think in low—income countries in Asia as well. Often policy—making is
about what Andrew and his colleagues call “signaling.” That is to say, policies are adopted in order to make a signal
to the world that we are doing the right thing. When it comes to real policy, what happens underneath the radar
of formal policy, PDIA—type policy—making is not something that politicians can afford to do, because they need to
make policies in order to reward their supporters, keep their main clients on side with them, Patronage politics is
what drives policy— making, and it isn’ t normally possible to break away from that style of policy—making and adopt

the technical advice of being problem—focused, iterative, and adaptive.

And the third level which we want to suggest is important to a developmental regime is about making possible

PDIA—type approaches to policy in countries where the standard type of politics is very clientelistic, very patronage—
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oriented, and the patronage politics tends to take the form of bargaining and alliances among the leaders of ethnic
and regional groups. What' s needed then as a third level is a poliical settlement or elite bargain which frees policy—

making from the imperative to serve the needs of patronage—based politics.

Other examples of that--- Well, there are not many, but one country in Africa that’ s already been mentioned by
Finn Tarp is possibly an example, and that’ s the small central African country called Rwanda, led by President
Paul Kagame, whose picture appears there, In Rwanda, policy content is not perfect, but improving fast. And to the
extent that it is improving, for example, better policies for transforming smallholder agriculture, it” s quite clear that the
advances are due to learning, learning from experience, trying to find local solutions to local problems, correcting
errors as quickly as possible, And the factors behind that are partly about having a dominant party in government
which has a history and a structure which makes it a serious organization with some ability to discipline its members,
discipline its leaders, and that’ s a luxury which many African countries do not have, although it” s clearly a feature

of successes in several Asian countries, including Malaysia perhaps.

The personal leadership provided by Paul Kagame is often presented as the key thing, but my collaborator Fred
Golooba—Mutebi and | are of the view that the personal qualities of Kagame are real, but are usually exaggerated
as an element in the equation, and that the party organization that lies behind him is a large part of the explanation
for why things work differently than in other countries. And last but not least, this learning—oriented, problem—solving
policy orientation draws strength from an underlying political settlement. And this is a country which is notorious for
the scale of the ethnic violence that occurred in the early 1990s. A key thing is that the elites in power in Rwanda
have achieved a power—sharing formula, a formula with definite boundaries and limits, but which does actually
enable the people in power 1o stop fighting among themselves about the distribution of the national pie, and to focus
on policy—making for development, Power—sharing is the first element, the second is a commitment to wagering
on development as the solution to the ethnic conflicts of the past, wagering on development rather than on, sort
of, negotiation. And finally a firm commitment to building a kind of politics which is not based on patron—client

relationships, multi—party with competition among the parties, but competition not based on building up a client base.

And it" s a rather thin empirical basis for our proposition, but that' s the way it is in the world, unfortunately. We think
Rwanda supports this general proposition that what is needed in terms of institutions and governance in Africa, what
is needed for a developmental regime in Africa, contains these three elements. And it really starts with the political
settlement, a political settlement which enables policy—making to be problem—solving and iterative and learning—
oriented. And from that, relevant policies will emerge. That' s what we suggest is what a developmental regime

should be considered to be, in the current context in Africa and other low—income parts of the world. Thank you.
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[m] Questions & Answers

Moderator : Finn Tarp (Director, UNU-WIDER)

Thank you very much. Thandika, Kwon, and David. These were three excellent presentations. They certainly got us
started. And | mean, | was sort of sitting there thinking about two dimensions. | mean good governance and effective
institutions:-- we want them because they re instruments to achieve other means. Kwon spoke about poverty
reduction. | was also thinking that, at times, there are things in the good governance agenda that we want simply

because they’ re ends in themselves,

So | think maybe sometimes we need to make a distinction between when we want something because we think
that inherently it is something we want, and that we want, whether we can establish an operational implication of that.
I just thought of that as one sort of first observation. But there are times when you are in that situation. But some of
the messages that | took from this is that we need improved governance, we need better institutions, but we don’ t

need a long recipe list driven from the outside.

| think that' s sort of-+ at least, was part of how | understood the interventions and part of how | read Thandika. |
read [Kwon] as saying we need to develop a stronger link between initiatives, governance initiatives, and poverty
reduction. Now David took that further and said rural development is key here. He stressed, as | read it, we need
clear ideas, we need to start from the problems, and we need to try to support PDIA approaches. And how to do
that in practice:-- there are now case studies emerging, and | could make further reference to that, And we do need

to support good leadership as part of this. How one does it is, of course, the challenge.

I'would like to start by giving one of the participants, a lady from Kyrgyzstan, the floor first, just to reflect for a couple
of minutes, maybe three, on how you think about these issues based on what you have heard so far in this session.
So | could I'invite you to reflect a little bit from your perspective on how things look when you are in Kyrgyzstan,

(Can | get a mike up here please? There must be a mike somewhere. Or do you want to come up here? Is there
no mike? Sorry, | need some advice here. | took it for granted that there would be a mike that would be circulating

for people to make comments or questions. Sir, can you please move the mike over here?

Okay, that was a lady who was the fastest) So maybe [we can] hear a little bit, what are your thoughts based on

these three presentations, and then thinking about how this looks from a Kyrgyzstan perspective,
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m Commenter/Questioner 1.

Gulnar Jurabayeva, Vice Chair of the Central Election Commission of Kyrgyzstan

I m sorry, you ask about our experience and our ideas in Kyrgyzstan, I m sorry, it s rather sudden for me, but | wil
try to say about our ideas and our problems. | work in the Central Election Committee and we have a lot of difficulties
in our process, And when our President Atambayev visited Korea, he asked the Korean government to help us
to do our electoral process more transparently, because we have a lot of difficulties. And first of all, | would like to
express my pleasure for the organization of this conference, and my thanks for cooperation between our countries
and the help and the assistance which were offered to our country. The Kyrgyz Republic has a high public demand
for fair elections which would strengthen the credibility of the institution of elections. But we have to admit that in this
sphere, we have serious problems, The Kyrgyz President asked the government of Korea to assist our country in
the conduct of fair elections, and we are grateful, very grateful, that the Korean government has responded to our
request,. Maybe | [can] give more specific information about our difficulties associated with the electoral process. |
cannot say that the elections in our country are free and transparent, It is connected with several reasons, First of all,
it is the quality of our voter lists. The presence in the voter lists of the sets of doubles and the dead people creates

opportunities for illegal use of their ballots and distorts elections resullts,

Also, our Electoral Commission, its individual members, are dependent on the various informal influences, including
the effects of local administration, candidates, relatives, informal groups of young guys. Election Commissions often
gave ballots to citizens who were out of the list of voters, allowed to vote more than once by the same voters, Our

elections have created serious conflicts and undermined confidence in elections.,

In addition, there have been cases of interference of organized groups of young people in the electoral process,
threats against members of Election Commissions, observers, voters, and candidates. These factors have set us the
task to improve the electoral process and to avoid the possibility of impact on election results, We have developed

a plan to improve the electoral process.

First of all, improve the quality of voter lists, and now our government has begun to create register of population and
an electronic database of citizens with biometric data. On the basis of this register, [voter lists will be set up] in which
the doubles and dead people will be excluded, and [it] will create opportunities for automatic identification. We also
need to improve the process of voting and counting of voters... votes, I' m sorry. We informed the representatives of
KOICA that we would like to use the ballot box with the scanner and the software that can count the voters, votes

without the participation of members of the commission, generate summary reports, and automatically transfer the
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data to a central server, This system eliminates the possibility of ballot box stuffing and distorted election results.
There remains the possibility of manual counting, too, and the possibility of additional checks. Our ideas were
understood and supported by KOICA and they agreed that help in this regard will be provided and [we] thank them
very much for this decision. KOICA will provide us the ballot boxes for the part of polling station, server, hardware,
and software, as well as train our specialists. It' s an important part of this assistance. And we hope that it [will]
give us good results, and in a global context, this would mean strengthening democracy and democratic institutions,

Thank you very much.,

Moderator : Finn Tarp (Director, UNU-WIDER)

Thank you very much for this insight. Thandika, Kwon, and David, can | ask you to sort of think about what
comments you may make in this, but ' m also going to invite other questions and comments now from the floor.
Let s start over here and then I' | move this way. So I' | move from left to right from my perspective, from right to
left from your perspective, But getting elections right, getting these processes right, is absolutely fundamental if we
do want to achieve better governance. | personally have a very in—depth experience of what happened in Angola
in 1992, and | can tell you that getting the processes wrong can lead to disaster. So | would like to suggest that
this is indeed a very important point. So may | see some indications of people who would like to ask gquestions to
the panel? Make comments? I' m not going to be very long in moving from one side, so you do need to react very
quickly. Okay. You are very shyl You were not shy last year when | was here. Okay, there” s one gentleman in the

middle there, yes. I m going to take about three comments before | hand back to the panel.
m Commenter/Questioner 2.

[Unidentified]

So, can | go ahead?

Moderator : Finn Tarp (Director, UNU-WIDER)

Yes, please go ahead.

Commenter/Questioner2. [Unidentified]

Okay, thank you very much. Let me start by first thanking the hosts, the Ministry of Foreign Affairs as well as
KOICA, for making it possible for all of us to be here, and also to thank all the presenters, because | feel that a lot
of research has been done and the presentations were perfect, But | do have a guestion which will cut across the

three presenters. Professor Thandika made it clear that, in good governance, the starting point is doing what the
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citizens want, as opposed to what other countries may want you to do, which | agree with. And then Professor Kwon
argued that good governance works at a certain level, another it doesn’ t work. Like he said, in the case of least
developed countries, it doesn’” t work very well as compared to the middle. And then Professor David brought up a
very interesting concept about the political settlement, the need to free policy—making from the imperative of serving
patronage needs and the short—term. And | think that is a problem because how do you do that? Because you
find that these poor countries, most of them do not have funding. And a lot of funding comes through ODA, official
development aid. And there are many countries other than Europe where ODA motto is based on the normative;
many other countries, including Korea, it” s for commercial purposes. So how do you manage that situation? Thank

you very much.

Moderator : Finn Tarp (Director, UNU-WIDER)
Thank you. No other indications? There must be people burning [to ask a question]. Okay, yes, please here? The

lady here in the center”? Maybe you could say who you are and from where you come, no, please:-
m Commenter/Questioner 3.

Jae Lee (student, LSE)

Hello, | would like to thank you for your wonderful speeches. And | have a question directed at---

Moderator : Finn Tarp (Director, UNU-WIDER)

Maybe you could say who you are and from where you come, no, please:-- stand up, it’ s nicel

Commenter/Questioner3. Jae Lee (student, LSE)

Oh-+ Hello, my name is Jae Lee and I' m a student at the LSE [London School of Economics]. | have a question
directed at Dr. Booth. If the right way to go for good policy—making follows PDIA, and the right way to go is for each
government to solve their own problems and identity their own problems, then what does that mean for the role of
external actors? Does that mean that there’ s no role for them, or perhaps is there a way for them to accelerate the

learning process? Thank you.

Moderator : Finn Tarp (Director, UNU-WIDER)
Okay. That was a clear question to David, Okay, while you reflect, | will briefly go back to the panel. | suggest that
you maybe think about what you would like to ask.

Now, Thandika, Kwon, and David, could | ask, sort of, you to reflect a little bit about how much has actually
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happened. | mean, we sometimes sort of get the impression that not very much has happened, but--- maybe,
Thandika, could you reflect just a little bit on what has happened, and then sort of--- Have things changed over
these past 15 years in the governance area? And then Kwon, what would be sort of your specific suggestions on
strengthening the link between good governance and poverty reduction? | mean, I m sort of curious about that,
and | was kind of thinking about:-- Is there something about infrastructure which is kind of missing”? And David, you

already had some questions posed directly to you, so if you address those - So, if you' Il begin with Thandika:--?

Answerer : Thandika Mkandawire (Professor, London School of Economics and Political Science)

Well, there have been a lot of changes, and especially in Africa. And many of them are related to:-- One, just the
end of--- we had all kind of proxy wars in Africa which are over; we have had apartheid, [which] is over; we have
had quite a number of conflicts which are over, But also, internally, | would argue that [in] the current performance
of African countries, one of the major factors is actually just improved governance. By that | mean that, in a very
narrow sense, | should [add], in one case you have new democracies, and that makes a big difference. It turns
out that in Africa, democracies tend to perform better than authoritarian regimes. And if you run this regression, our
dictators tend to do very badly compared to these East Asian ones. So there is that dimension, we have much:---
we have many governments now that have some kind of democratic governance, And there is also, for the first
time since independence, the legitimacy of government, of governments, is very much dependent on economic
performance. You know, in the first 10, 20 years, you are the national hero, that was enough, or you were a soldier,
that was enough. And today you are not a soldier, you have no patron, you know, in Moscow or in Washington,
and so increasingly, governments--- actually, for the first time you hear African governments competing about growth
rates: who is among the top ten? And that is a very big change in Africa. Development has become an important
thing. And so that-- I m a little bit disturbed by the:- in light of that, in light of the growing democratization of Africa,
["'m a little but disturbed by the focus on non—democratic governance in Africa as examples. | think that we have,
if you think about developmental states, two of the few democratic developmental states are African: Botswana and
Mauritius, So there’ s a lot of experience in Africa of democratic governance doing well for development. And | think
we can learn a lot from that, and | would insist that given these changes towards democracy, we need to do more

work on how do we strengthen or enable democracies to perform a developmental role,
Moderator : Finn Tarp (Director, UNU-WIDER)
And that relates, if | understand you correctly, Thandika, directly to these comments from Kyrgyzstan. Okay. Kwon?

(I think you need to speak closer to the mike:--)

Answerer : Huck—ju Kwon (Professor & Deputy Director, Asia Development Institute, Seoul National University)
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Maybe I I come back to your point about whether good governance is a good [in] itself, and also an instrument
for some other policy goal. But | think if you rethink about what is governance, then I+ governance is inherently
an instrument to achieve something good. Governance itself cannot be a good in itself, if we move back into this
concept. But when we' re talking about poverty reduction and good governance, when | mean that good governance
itself is good, it s that good governance is not only aimed to achieve poverty reduction, but a whole range of other
public policy goals. So in that way it is an instrument. And also, if we go back to what kind of good governance
or institutions for the developing countries, because the developing countries, especially in the least developed
countries, we didn’ t have these institutions. So, | think that we need to [get] this instrument right to achieve the
goal. But [the goal of] these institutions [is] not only poverty reduction, but it is also economic development, it is also
democracy. So we have these competing policy objectives, then good governance is, in a way, how you make this

compromise among these competing public policy goals.

Moderator : Finn Tarp (Director, UNU-WIDER)
Okay. Do you want to say a word about priorities on trying to limit the extent of poverty, the link between governance

and poverty reduction—what you see as important?

Answerer : Huck—ju Kwon (Professor & Deputy Director, Asia Development Institute, Seoul National University)
Well, | don’ t know whether | can say which one is first or next one, and so--- what. But | think when we'’ re talking
about poverty reduction, we should not forget the whole purpose of development. Development is not only about
poverty reduction of specific populations, It is about the whole nations. If you link to the GDP and the poverty
reduction, it is better relations [shows a stronger relationship] than the governance. You need to consider the whole
range of the national and the governance objectives, so | think that the -+ of course, poverty reduction is important,

but we need 1o locate [it] in the context of the national development agenda.

Moderator : Finn Tarp (Director, UNU-WIDER)
Okay. David?

Answerer : David Booth (Research Fellow in Politics and Governance, ODI)

Let me also respond a little bit, Finn, to your challenge about some things being ends in themselves. | would likely
disagree with Professor Kwon in the sense that, it seems to me that authors like Amartya Sen have made a very
effective case that the ability of people to have some influence over the larger forces which affect their lives is

something basic, and that when people don’ t have that, then they are suffering from a certain kind of poverty.
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But | don’ t think one can go from that to the assumption that, therefore, multi—party political systems on the sort of
liberal democratic model are necessarily the way to do that, So that, in order to satisfy that basic human need, one
needs a form of political participation which does in fact provide that kind of control over the wider environment,
and that may involve multi—party political competition through elections and it may not, So in that sense, | think the
critigue of good governance still stands, even if one adopts an Amartya Sen—type of approach to these things. To
turn to the questions that | was asked... The question was, how do you manage to achieve these kinds of things
and adequate political settlement and a policy process which is really problem— solving—oriented when you are

heavily dependent on aid flows,

Again, | mean, Rwanda is the best answer to that question. | mean, if the government of the country is sufficiently
insistent on the need to find its own solutions to its own problems, it can do that, And from time to time, it will get into
the trouble with the donors, but usually the thing that” s lacking is sufficient insistence on the part of the government
of the country that it wishes to map its own path, to insist in reality and not just in rhetoric. And as [for] the question
from Jae Lee, was it, who' s currently studying at the LSE, what are the implications for aid programs of the PDIA
argument? | think that’ s very clear, Matt Andrews’ s book is largely about experience that the World Bank has
had in supporting policy reform processes in various countries, and it suggests that World Bank advisors and
consultants simply need to be encouraging of the idea of making policy just to solve problems and to hold back

on recommending standard remedies and delivering large loans with fully—worked—out solutions attached to them.

So | think it s quite clear, donors should be encouraging policy—makers in developing countries to address
their problems in the way that they find most effective, learning from international experience, but never copying

international experience in a slavish way.

Moderator : Finn Tarp (Director, UNU-WIDER)

David, how do donors sort of promote this, given decreasing budgets in terms of administration, staffing and so
on and so forth? You know, | mean, it s+ | kind of--- you know, one of the comments you encounter very, very
frequently when you discuss with donor agency staff is that  ‘we are being squeezed in terms of staff, so even if
we wish whole—heartedly to engage in this partnership, in this dialogue, and this great care in preparatory work, we

really just do not have the capacity to do so,  So, how does one think about that?
Answerer : David Booth (Research Fellow in Politics and Governance, ODI)

I think there is a need for a fairly radical change in the way the political leaderships of developed countries view

the functions of aid. They need to be persuaded by the evidence that actually i’ s their personnel on the ground,
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in the country, that do the most valuable thing that they can contribute, if, if those personnel are in fact supporting
a PDIA—type of a policy process. The trouble is that the politicians themselves are responding to voters, and | think
there is a bigger task, which is educating voters and taxpayers in rich countries that development is not just about
transferring large amounts of funds to governments in poor countries. It is about finding these ways of supporting

intelligent policy processes.

Moderator : Finn Tarp (Director, UNU-WIDER)

Mm—hmm, mm—hmm. I d like to go back for further comments from the floor, There” s one gentleman here in the
center, and then another one here. Oohl You' re starting to come to life. So, one, two, and there further in the back.
So, first up here in the front, and then here, and then the lady in the back for the next three comments. (Can | get
the mike up please? Koreans are normally quick! Up here in the front, pleasel Up here in the frontl Up herel Is there
a second mike that could start already migrating over here?)

Yes, please. Who are you?
m Commenter/Questioner 4.

Frederick Golooba—Mutebi (Honorary Research Fellow, University of Manchester)

Thank you very much. My name is Frederick Golooba—Mutebi. ' m Ugandan. For me, one of the most interesting
things I ve heard so far in this conference is the emphasis some of the speakers have laid on the importance
of context, country context. And therefore, the importance of not taking a sort of ‘one—solution—fits—all’ kind of
approach to providing aid. But at the same time——and | was pleased to hear Thandika say that governance is not
about how outsiders want people in a country to be governed, but how people of that country want themselves
to be governed——but at the same time, he then went on to say that he' s worried about the emphasis being laid
on authoritarian developmental states in Africa, and he gives two examples of African democracies that are also
developmental. And ' m wondering, is he departing from the statement he made himself that context matters.
Because | don' t think that because Botswana and Mauritius are doing well in their democracies that that means
every African country will do well if they democratize or if they become liberal democracies. Because | think that
if we go by the idea that context matters, then we don' t-++ we refrain from saying, Look, this country has worked
because it has these characteristics, and therefore we should transfer those characteristics to another country. | think
that we run the danger, and | see this in Africa a lot of times, that we African intellectuals are also sold onto this idea
that somehow there is democracy and it looks like this and we must have it everywhere in order for things to be

considered to work well in Africa. And ' m sorry, | depart from that a little bit. Thanks.
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Moderator : Finn Tarp (Director, UNU-WIDER)

Okay, thank you very much. The second one was, sorry, yes here, in the middle. (Excuse me sir, over here?)
m Commenter/Questioner 5.

Hernan Iquoir (East Timor)

[The mike] is working now. Thank you. Thank you very much. First of all, I d just like to say we are very enlightened
by the:--Sorry, my name is Hernan Iquoir from East Timor, First of all, ' d just like to present my gratitude for the
presenters for the enlightening presentations they made. But here is something striking me. After listening to all that
you had to say, in relation to the aim of the conference itself about good governance and effective institutions,
so I am trying to think whether they are two different things that we are talking about, whether they are inter—
related, or whether--- which one came first, good governance and then effective institutions, or effective institutions
and then good governance--- whether they are related or not, so which one came first, This is actually related
to the experience that we have with our development itself, being a recipient of the donors from many different

countries. Sometimes we start to think whether there is a necessity for us to re—think about the focus of our donors.

Many international institutions that are actually involved in this kind of aid to the less—developed countries sometimes
became, like, embarking on too many different areas, and we ourselves, we become confused: in which
areas we should concentrate, and which institutions? Sometimes they came on infrastructure, they go beyond
infrastructure, go to the human rights, to good governance, and basically they can do everything, a litfle bit of

everything, whether this is an aspect that is potentially required, [in] our thinking, for our approach in the future.

The second one is about the approach itself, They--- particularly one of the guestions that was made by yourself
[Finn Tarp), dear moderator, is about the principle and the concept of the rights—based approach. From all the
challenges that we have heard and read from the text that you presented, whether the five elements that are
incorporated in the based—right--- in the rights—based approach actually [may be] something that [is] irrelevant, that

has not been discussed, that is not being used much in our process so far,

Because from what you have mentioned about the effectiveness, about the reality of a country, about the political
setting, about the environment itself, | think they are very much affected [by] the six principles of the rights—based
approach, and especially when you take into account the two main elements of the rights—based approach that
actually emphasize--- give a big emphasis to what they call the right—holders and what they call the duty—bearers.

So | think this [potentially] is some discussion that will help to redeem not only from the perspective of the recipient
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country, but from the donors themselves. And whether the good governance and the effectiveness of institutions is

also applied to the donor countries. Thank you very much.

Moderator : Finn Tarp (Director, UNU-WIDER)
Thank you. And then there was a lady in the back. Please:-+ don’ t drop out. (Okay, can you please take the mike

and bring it back? Yes, please. And then stop.) Yes, please.
m Commenter/Questioner 6.

Joa Lee (Korea National Commission for UNESCO)
My name is Joa Lee. I m from Korea National Commission for UNESCO. I' m sorry, | wasn’ t looking at my clock. |

know everyone” s hungry, and | could feel their hatred toward me.

Moderator : Finn Tarp (Director, UNU-WIDER)

Onh, I ve just been given 20 more minutes!

Commenter/Questioner 6. Joa Lee (Korea National Commission for UNESCO)

All right, Well, my question is about having too many cooks in the ODA society. | know there has been effort from
UN, there has been seven pilot countries that are trying  ‘One UN"  [pilot initiative]. And there” s also development
partner groups that are coming together for, like--- SETA and DFID, they all come together because basket funding,
and go to the government together with one voice. So my gquestion is, is this having a--- do you consider this as
having a good effect in improving good governance in the countries, especially sub—Saharan Africa”? And if there

are good cases, | would like to know which they are. Thank you.

Moderator : Finn Tarp (Director, UNU-WIDER)
Okay, that was a clear question. There was one gentleman in the back, very close to where you' re sitling. (Can

you raise your hand so the man with the mike can find you? Anh, you have the mike.)
m Commenter/Questioner 7,
Manuel Luperia (student, Seoul National University)

(Yeah, | have one.) My name is Manuel Luperia. I' m a student at Seoul National University, Really, I m trying to

figure out what is really behind the curtains of the good governance and effective institutions, We understand that
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they are connected, and Professor Mkandawire is arguing based on the monotasking and monocropping of Africa,
in which he brought up a very good idea, and finally, he commented again on democracies which has done quite
well, but according to Paul Collier, where he' s actually talking about the bottom billion, he once mentioned about

how democracy really damaged the development in Africa, and that it s the basis for being trapped, for poverty.

Professor Kwon also emphasized on good governance for poverty reduction, and | was trying to figure out whether
the topic or the tille would be changed to poverty eradication, because if we continue to maintain poverty eradication,
' mean, it may not do well. So probably poverty eradication would be much more meaningful when we talk of good
governance and effective institutions. And more emphasis has been written from the article from Amartya Sen where
he' s talking about the capability approach, and David has already commented on it. And | think those are the things
that we probably have to focus [on] in terms of good governance and effective institutions. But still, we have never
realized whether this good governance and effective institutions has an impact in the developing countries. And so

we are asking what is behind the curtains. That' s all.

Moderator : Finn Tarp (Director, UNU-WIDER)

Okay. Anyone else? Yes, please, up here in the front? And then after this question, we will turn back to the panel,
m Commenter/Questioner 8.

[Unidentified]
Hello, everyone. My question is about why the democracy can’ t work for the poor countries like, and why the
democracy can really work for the rich countries. Like, | want to know the reason and some explaining from the

professor, Thanks.

Moderator : Finn Tarp (Director, UNU-WIDER)

Okay. Thank you very much. Those were some pretty difficult questions. I' m going to try to see whether | can
synthesize just a litlle bit. There was one comment from Uganda which was sort of circling around, ‘we just must
have it (this democracy), independent, | think was implied, of its consequences. Is that really a correct statement?
Then there was a guestion from East Timor: which comes first? Is it good policy that creates growth, or is it growth
that creates good policy? I m almost tempted to refer back to a gentleman called Karl Marx, who said that it’ s the
economic basis on which institutions build and are then derived. And there is also a book now by a leading group

of American researchers who are studying what comes first: is it institutions or is it economics? | mean, so, I' m

leaving this, I m going to be specific in a second, to the speakers. Then there was a question from Korea: Is it
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actually helping better governance that donors speak with one voice? Is that in all cases a good thing, or can that
be problematic? And then the last question was: What' s behind the curtains? Thandika, do you want to take off,

and then Kwon next, and David, with some reflections on these points?

Answerer : Thandika Mkandawire (Professor, London School of Economics and Political Science)

Yeah, on the question of democracy and development, it used to be said when | read Economics as a young
person that there was a trade—off between democracy and development, That was almost like a--- one of the few
iron laws in development studies. | think the evidence is much more--- is much more nuanced now. You can have
countries that are democratic that grow very rapidly. And if that” s the case, you would have to have a very special
reason for wanting authoritarianism, You cannot want authoritarianism because of the trade—off. That” s no longer a
valid argument. There may be contexts—the question of context is very important—and | mentioned Botswana and
Mauritius for deliberate reasons. Just so many countries [drain] Africa who are trying to be democratic, or have::-
and | think it useful for them to have as many examples of the potential problems and [capabilities] of democracies.

And it turns out there are very few cases, historically.

But if you broaden the question to include late industrializers, the Nordic countries, and so on, the Costa Rica of
the world, you do have a large number of countries which are democratic that have done very well. | have, | must
confess, a very strong bias towards democracy, sometimes for personal reasons. | lived for 30 years in exile from
an authoritarian regime, so | sort of react very strongly against authoritarian regimes. But | do--- | think the challenge
for democracies, if you look at, say, Korean history, it s to say, okay, these things were done because they were:---
and were done under an authoritarian regime. To then separate those that were inherently authoritarian, or those
that just by contingency were done by governments that were authoritarian, And if there are certain things that you

have to do, you have to find things that are functionally equivalent, but morally acceptable to your political ideology.

For instance, all governments, whether democratic or authoritarian, must find ways of maximizing their accumulation,
their surplus for investment, That' s a general role. You can do it two ways. You can beat people up, you know,
suppress labor, or you can have social pacts. To do exactly the same thing. In one case you, you know:-- already
[there’ s] an interesting comparison between Finland and Korea, where they do the same thing, but with two different
political cultures, So the task therefore is not to say | reject Korea because it was authoritarian, but to find out those
things which can--- which are separate from being authoritarian, which any government which is democratic must
do, and then to find institutions, things that are functionally equivalent, that you do--- which are morally compatible

to your normative thing.
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Now, the question of too many cooks: -+ obviously, the idea is not to have too few farmers bringing in the food stores,
No, the more farmers bringing your tomatoes, the better the choice. So ' s not restricting your choice. What one
wants to restrict, however, is the:-- and that’ s+ | think someone mentioned a Kagame story, where the government
insists on owning the cooking of it. And if the government does not own the cooking, coordination by donors can
simply be like:-- gangling] up. They gang up against a very weak government. But if the government owns the
policies, and we shouldn’ t forget that, in the 60s when countries became independent, there was some respect,
or at least a view that a government must have some kind of a development plan, national plan, and donors would
somehow try to fit the projects into this national plan. That may have collapsed, but | think we can go back and look
at the lessons again. Is that something we can look back at, having--- that somehow the country must begin with
some notion of a plan or some public investment program to which donors must somehow relate? So it s ultimately

the national government that must take up the idea of being--- of independence,

As for [Paul] Colier s view about-- | don’ t want to talk about Collier because he’ s not here, so it s not fair, |
don’ t share his views about Africa or almost on anything, so--- He has a very cynical view on African politics that |
don’ t share. But | think that the fact of the matter is, many countries in Africa have chosen to try out the democratic
path. So we' re not talking about a zero--- sort of a tabula rasa where we begin from scratch. We' re talking about
countries which how elections and they' re trying to be democratic. And the trouble they have is whether in fact
there are models, credible models, where in which they can be democratic and developmental. So it s not as if
we are, you know, starting from zero and say, let’ s discuss, do we want democracy or not? There are countries
today—— the Ghanas or the countries of Zambias—which have chosen that path, And they' re looking for a path
that is developmental, but at the same time, you know, is compatible with their democratic practices. Democracy
in Africa has not--- | don’ t know where Collier got this idea that democracy causes problems in Africa. We have
had more problems in Africa under authoritarianism. | mean, Mobutu was not a democrat, | mean, Idi Amin was a

whole:- we have, you know, a whole catalogue of bad guys who were not democratic. | think it s just an unfair--

unfair attribution to democracy of Africa’ s troubles. Extremely unfar,

Moderator : Finn Tarp (Director, UNU-WIDER)

Okay. Thandika, you made some very strong points. Good governance is also knowing what you want, and that
the empirical evidence on democracy’ s side is not that democracy necessarily leads to big problems. In fact, one
of the existing studies that’ s out there is quite interesting because it sees that democracy goes up the 90s and aid
goes down in the 90s, thus aid undermines governance. So we really need to be very carefully thinking, using those
kinds of studies to make these wide— ranging claims. | think that’ s a very pertinent point, Kwon, [do] you want to

comment on these points? (You need to speak closer to the mike, | think.)
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Answerer : Huck—ju Kwon (Professor & Deputy Director, Asia Development Institute, Seoul National University)
Yes, | would like to go back to this idea [that] good governance is not about talking about how the government
should be doing their job by outsiders, and also the lady behind mentioned that it is necessary to have a common
voice, the donors, when we are talking to governments in developing countries. | d like to point out that there is a
danger that if we see this dichotomous view that [there are] the donor” s views and the government’ s views, and we
have a contrasting view, and sometimes conflicting view, But in the reality, if you go to the field, then | think it s more
complex, and it is not so clear—cut, And sometimes you have a common view with the donor agencies and certain
part of the governments has a certain view, and the different ministries have different views. So | think it” s not just
insiders and outsiders and donors and governments of the developing countries, | think the realities of international
development and public policy are more complex. So | think we need to start from that recognition of complexity of
policy—making and implementation. Coming back to this, like, pulling the donor funding into one pot and making the
development aid more effective, | think that is a good starting point, but at the same time we need to bear in mind
that donor agencies, they don' t have the same view, either. And also sometimes | don’ t know whether it' s one
voice, and going into one particular country, and show the specific policy options-++ | don” t know whether this is a
good idea. So probably it is better to have better coordination, rather than making one voice before we start, So, my

point is that the governance issue is a complex one, it' s not simple.

Moderator : Finn Tarp (Director, UNU-WIDER)
Okay. David?

Answerer : David Booth (Research Fellow in Politics and Governance, ODI)

Okay, | can agree with that, And let me take it a few steps forward. | mean, | think we’ ve reached this stage in the
debate about these things where we don’ t any longer need to be answering the question, you know, ‘is democracy
good for development or not?” We need to be asking a number of slightly more specific guestions. | mean, what
lies behind Professor Paul Collier' s doubts about democracy in Africa? | mean, | would say that he' s observing
something which | think we all observe, which is that the way in which multi— party political competition tends to
work in all low—income countries is to generate a rather sort of short—term perspective among the politicians where
winning the next election is the only consideration, And that makes them very bad policy—makers when it comes
to decisions about, for example, big infrastructure investments that pay off over ten years. There' s a short—termism
which comes from multi—party politics as it currently exists, And it is true that the dictators of the past were no better
at being long—term, because they also had their sort of short—term considerations about staying in power, But if

we' re committed to trying to make democracy work better for development, which | think is what we are committed
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to, then we need to think seriously about how this short—termism can be moderated somehow. And in particular
countries where the short—termism currently is being very harmful——among which | would include, | think, Ghana
and Kenya——a lot has got to do with the fact that they’ re not just fighting politics in a very clientelistic way, but there
are underlying ethnic conlflicts, issues, which make the policy—making not just short—termist, but very desperate,
very--- very bitter, and potentially conflictual after an election. So the issue of getting an underlying agreement among
the elites of the county that in some sense they will--- they will share power, whatever happens, is | think the key to

making democracy function better for development in African countries,

Answerer : Huck—ju Kwon (Professor & Deputy Director, Asia Development Institute, Seoul National University)

Can | comment on this topic?

Moderator : Finn Tarp (Director, UNU-WIDER)

Yes, sure. David, you' ve finished? [l think so] Okay, fine.

Answerer : Huck—ju Kwon (Professor & Deputy Director, Asia Development Institute, Seoul National University)
While we’ re talking about democracy and democracy in itself doesn’ t guarantee development, because democracy
itself is a process, and then we’ re talking:-- we can think of the quality of democracy, whether democracy is doing
the job. Some democracy does a good job, and some democracy is poor. But here, | think, we need to think [about]
another [kind of] political values. Democracy is very good, and individual human rights is very good. But | think we
forget the value of the community, the value of the republic. If we put all our interests:-- put individual interests first,
then there’ s always conflict. Some president or some citizen must think about the community interests as a whole, |
don’ t think that gathering individual interests makes a really common good. Common good is something more than
that. Then we forget this idea of the nation or republic. So sometimes, we need to persuade [a] certain section of the
population to sacrifice or compromise. And the president itself well always if you just pursue your political interests,
your economic interests, then | don’ t really think that we can achieve this common goal. And | don’ t know whether
people agree with me, but at least, it” s time to think not only individuals and citizens, but also more macro concept

of the community. That' s my [point].

Moderator : Finn Tarp (Director, UNU-WIDER)

Thandika, do you want to comment? (Speak into the mike, please.)

Answerer : Thandika Mkandawire (Professor, London School of Economics and Political Science)

Yes, well. Look, first of all, | mean, | think it” s very important to understand that democracy is a very-- also can be
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very nationalistic, | mean, they are premised on the national state. And so democracies are not really necessarily just
about the individual, they are premised on a national state. So they--- And the question about whether democracies
are creating conflicts in Africa, of course, it--- We have to remember that many--- in some of the cases, democracy
comes out because the dictatorship was practicing ethnic politics. And they were looking for a solution to that
[question]. It is not as it before we had a unified nation and then comes democracy and it divides us. You know,
that’ s not the situation in Africa. Africa was divided before., And the:-- what we are seeing in Ghana and Kenya is

an attempt to find a solution, an institutional framework that can handle ethnic diversity.

The trouble that we have had in Africa is that we have had institutions we inherited from outside. For instance, we
have the British system in Malawi, so where, we have a president now in Malawi who won the elections with 36
percent of the votes, and becomes president. That is simply a constitutional arrangement that is wrong. | mean, we
should have found a constitutional arrangement that accommodates this:-- diversity. What we are seeing in Ghana
[and] Kenya is an attempt to find a solution. It' s very complicated, | mean, to find exactly when the boundaries of
the ethnic and nation come up. And | think we should encourage those experiments, you know, and see them not

as evidence that democracy is failing, but actually as attempts to accommodate this marked ethnic diversity of---

For economic development, as | said, I m personally convinced that there’ s enough evidence about, you know,
long—term capacity of democracies. By the way, the voters in Africa, which may--- it’ s interesting in terms of, uh--
The research on African voters' behavior suggests that, contrary to what people think, you don’ t win votes by giving
them little gifts. It" s long—term infrastructure. You build a school, you build a road——those win you votes, And there’ s
a very good example in my country’ s recent elections, when the president, who did not win a vote in any part of
the north, won votes in one district where he built--- where his brother had built a road. That is, people have been
rewarded for long—term infrastructure. It was not true that African voters simply, you know, [receive] short—term gifts
by politicians. It turns out it” s not true. And the example in Malawi is classic. Our president lost the elections because
she was going around giving cows and goats to individuals, and it didn t work. You know, that' s how it worked
with that. So | don’ t see short—termism as inherent to democracy. | mean, they:-- look, democracies have gone to

the moon, for Christ’ s sake, which means they can think very long[—term].

Moderator : Finn Tarp (Director, UNU-WIDER)

Okay. I' m not going to try to summarize this debate, but | am going to make an observation, which is that the topics
for today are complex, they are challenging, there are different perspectives, we need to listen to each other in order to
try to get a better understanding, and we need to have these conversations across the world, between north, between

south, within south, within north, across all individuals, across different groups, across and between and among nations, |
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thought that this was kind of fascinating, because | like these discussions because they tend to bring out this complexity,
but also, hopefully, with some suggestions as to the way forward. I d like o thank the organizers for inviting us. | would
like to thank very much Thandika, your Korean colleague Kwon, and David for contributing | such an engaged way.

And thank you to you for, a bit hesitant questions, but they did come at the end. And now | wish you all a good lunch,
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[m] Session II. Success and Pitfalls: Stories of Donors and Partners

Speech |.

Moderator : Eun Mee Kim

Dean, Graduate School of International Studies, Ewha Womans University

Good afternoon, | hope you had a nice lunch, [This afternoon we' Il be looking not only at the] successes and
lessons, but also problems and challenges that we face and continue to face, so that we may be able to find
solutions to all of these challenges. Each speaker will have 15 minutes to present, and then we will have questions
and answers from the floor, and responses from the panelists. So let me introduce Mr, Steven Pierce. He is from
the United States Agency for International Development, [and is one of the agency s leading authorities on aid

effectiveness].
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“Strengthening Institutions for Better Use of Country Systems: A ‘New
Model’ Approach

B Steven Pierce
Special Coordinator for Development Effectiveness, United States Agency for International Development

(USAID)

OPresentation Materials

dg%
&) USAID

*  FROM THE AMERICAN PEOPLE

STRENGTHENING INSTITUTIONS
FOR BETTER USE OF COUNTRY
SYSTEMS: A “NEW MODEL”
APPROACH

Steven D. Pierce
Seoul ODA Conference
September 2, 2014

"m”" -} USAID KEY POINTS

FROM THE AMERICAN PEOPLE

v"New opportunities is this post-Busan,
post-2015 world

v'Systems matter

v'Multi-stakeholder cooperation is not
merely useful, but essential
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;’f USAID CONTEXT

4@,,1 = USAID The Busan Partnership

FROM THE AMERICAN PEOPLE

L SEEEE

_'_, " FROM THE AMERICAN PEOPLE

® Busan HLF

" Post-2015 consultation

= Complexity and Systems

* The centrality of Institutions

The Busan Partnership agreement included a number
of commitments related to effective institutions (par. 29):

v Country-led institutional and policy changes

v" Assess country systems, institution, and capacity
development needs

v Improved evidence on institutional performance to
inform policy formulation, implementation and
accountability

v Deepen learning on the success factors for
institutional reform

v The New Consensus on Effective Institutions
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= “““_' USAID Post-2015 Consultations

' FROM THE AMERICAN PEOPLE

High Level Panel Report: “Transformative Shifts”

v #4: Build peace and effective, open and accountable
institutions for all.

v #5: Forge a new global partnership built on solidarity,
cooperation, and mutual accountability among
diverse stakeholders.

UN SG’s Annual Report: Building Blocks/Key Elements

v" Global Partnership to mobilize the means of
implementation

v “Fit for purpose” to ensure we have the right
institutions and tools

f:"ﬂ““& USAID Open Working Group

FROM THE AMERICAN PEOPLE

Proposed SDG:

v" “Promote peaceful and inclusive societies for
sustainable development, provide access to justice
for all and build effective, accountable and inclusive
institutions at all levels”
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USAID Research findings

_“«- ' FROM THE AMERICAN PEOPLE

Greater willingness and momentum towards increased UCS

* Between 2006 and 2010 - scan of current donor attitudes suggest
different domestic political contexts pose risk to UCS

* Some key African donors have recent policy updates (e.g. USAID,
World Bank) that reiterates commitment to UCS and improves donor
systems for it: others have raised the bar (e.g. EU for budget support).

More common for UCS to increase, despite lack of improvement or

deterioration in systems, than for UCS to decrease despite systems

deteriorating or remaining stable;

* Country cases suggest threshold effect, with donors tolerating
deterioration in PFM when already using country systems, but slow to
switch to UCS even when PFM improvement.

* May be linked to ‘trail blazer’ role: donors require illustration of
successful use of country systems.

fm“‘* USAID Research findings 2

FROM THE AMERICAN PEOPLE

* Most countries have experienced an increase both in
the use of PFM and procurement systems.

* Worryingly, countries that are more reliant on aid
experience lower UoCS.

« Lower bars for fragile states in later part of period may result
in this trend being reversed

* Generally, high volume African donors are less
inclined to use procurement systems in high aid
receiving African donors than in the rest of the world.

» Linked to perception of weak procurement systems in Africa.
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USAID Country Dialogues: Context

FROM THE AMERICAN PEOPLE

Country
Dialogues
on Local
Systems

Inclusion of national stakeholders, including CSO — in line with
principle of Inclusive Partnerships

Lead partners: USAID and CABRI as co-chairs of the Effective
Institutions Platform (EIP)

Aim: Greater use of country systems and better integration of
aid in the budget cycle

USAID Country Dialogues: Concept

FROM THE AMERICAN PEOPLE

-Summarise
lessons learned

- Ensura high-
level buy-in from
donor
headquartars

- Share with
other countries
and EIP

- Establish a joint
rcadmap

DEFINE NEXTSTEPS
SHARE EXPERIENCES
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@USAID Country Dialogue: Approach

| * FROM THE AMERICAN PEOPLE

* Framework: CABRI Aid on Budget
Typology (2008)

* Led by the Government of the host
country with Development Partners

» Take advantage of existing initiatives
(no additional burden, no duplication
of initiatives)

+ Steps:

=> Pilot in volunteer country in 2014

- Review approach
=> Expand

—
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FROM THE AMERICAN PEOPLE

|USAID Main Steps

Create entry points for development i,

; [ Deveiop country-donar coordnaton
 MAE= 02
/ I Donor policy frameworis to implement 03
I the greater wse of country systems
her

e |

donors with 2 path 1«

Use derogatons as a safeguard only n
the 53t resont
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Effective Institutions
Platform

The Effective Institutions Platform (EIP)

EIP is a forum of over 60 members (countries, civil society y I BB
organisations, developmentagencies, etc.) to facilitate - <2

learning alliances on specific public sector reform issues.

More "Efectve irstitutions” fer Develapment

Mew Canieny,

It was endorsed at the Fourth High-Level Forum on Aid
Effectiveness in Busan in 2011 (cf. New Consensus on More
Effective Institutions for Development).

It has three specific goals:

- tosupport the implementation of public sector reform
led by developing countries,

- to better assess country institutions, systems and
capacity development needs,

- toimprove the evidence base on institutional
performance to inform policy and increase publicsector === ——=mrmnommrmomee
accountability.

Effective Institutions
Platform

Presentation of the EIP workstreams

v  Learning alliances mapping + Toolkit
Makmg Reform Happen + |denrtification of possible alliances
* PFM indicators for Busan

Indicators for Success « Governance Data Alliance
= iChallenge launched

Use of Countn, Systems « Country dialogue on use of country systems

Domestic Resource

o 2 « Linking revenues and expenditures
Mobilization

Accountable and * Stocktake paper on SAls and citizen engagement
- - E » Phase Il (going beyond citizens)
Inclusive Institutions <Strensthanig tie plllar

For more information on the EIP, please visit: http://www.effectiveinstitutions.org/
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» Sustainability

» Country Systems

* butInclusive

« Mutual Accountability

= Sustainability
* Localized Aid

+  Fiduciary risk
= Program Cycle

/="USAID USAID Approach to Systems

Orientation

G T Wrne. Miuitrative South Sudan Map

Not about specific tools
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Orientation

Orientation

Is about thinking systemically. . .
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Orientation

And being systemic. . .

= Be reflective

= Trust in self-organization

= Assume evolution

= Actin a responsible manner
= Be part of the world

= Act circular

Source: Williams & Hummelbrunner, Systems Concepts
in Action: A Practitioner's Toolkit, Stanford U Press, 2009

USAlD Areas of Attention

'! -
\ﬁ‘_&ﬂi #  FROM THE AMERICAN PEOPLE

Four areas that need early attention:
1. Identifying and assessing local systems

2. Designing multi-faceted projects that address
identified weaknesses in those systems

3. Deepening and consolidating risk
considerations

4. Developing monitoring and evaluation tools that
can accurately chart progress in strengthening
local systems and the sustainability of their
results.

126 | The 8th Seoul ODA Conference

1 20141020 ODA Z U210 A.indd 126 2014-10-23 9?—5:30:@



The 8" Seoul ODA International Conference

o,
= USAID 1. Understand Local Systems

_‘é.!, FROM THE AMERICAN PEOPLE

Local Systems: Principles
= All actors engaged in 1. Recognize there
producing a development = alwivs A
outcome Syseein
= Understood in terms of: ' E;gz?neslocal
* Resources everywhere
* Roles . Tap into local
+ Relationships knowledge
+ Rules . Map local

systems
» Results y

The 5Rs

Environment

Feedback

Resources Rules Roles  Relationships
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2. Design +

® Design
= Match a project design to a
local system
= Ultilize the full range funding/
implementation modes,
including localized aid

* But design design. ..

= As part of an engagement with
the local system that starts
before and continues after

Principles

Design holistically

Engage local
systems
continually

Ensure
accountability

Embrace
facilitation

Promote flexibility

. Capitalize on our

convening
authority

USAlD 3. Assess risk comprehensively

%&mﬂ‘ FROM THE AMERICAN PEOPLE

= All development activities
face risks

Consider the range of risks
= Relate risks to rewards

= |Improve our calculation of
risks/rewards

Balance risk mitigation with
risk

4 Types of Risk

Contextual
Programmatic
Reputational

Fiduciary
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i}“ USAID 3. Assess risk comprehensively

= All development activities 4 Types of Risk
face risks * Contextual

= Consider the range of risks Programmatic

= Relate risks to rewards = Repiiiational

* Improve our calculation of oLl
risks/rewards

= Balance risk mitigation with
risk

;& = LJ§AD.!Q The Promise of Institutions

The Effective Institutions Platform (EIP)
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How do we make the most of

this opportunity?
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O Presentation Transcript

| think, as we heard this morning, Korea has made a very strategic decision to focus on how aid can be more
effective. I' ve been involved in development effectiveness now for many years, and let me just say that for those of
us who look as these issues, Busan:-- the [OECD] Fourth High Level Forum [on Aid Effectiveness] held in Busan in
the latter part of 2011, November/December 2011, has the potential to be a game—changer. We just had this book
launch, and you' ve all heard about the Miracle on the Han River. | don’ t think it was a miracle; | think there was
enormous progress made, but | think, and | haven' t read the book, so | wouldn’ t know——I didn’ t see my name
up there as one of the free volumes, so | can’ t tell you yet—»but | suspect that the book also addresses some of
the same issues that we' re addressing today: the importance of effective institutions, the importance of governance.

So, let me use this little changer and we’ || begin the presentation.

As I ve mentioned, | think that there are new opportunities, but also new challenges, in this post— Busan, Post—2015
world. If you remember nothing [else] from my presentation today, please focus on these three points. We now live
in a very challenging, changing time, but a time in which there are great opportunities. Systems matter. ' m going
to gpend some time talking about systemic change, and the importance of institutions within that systemic change,
and that multi—stakeholder cooperation is not merely useful, but essential. You' ve heard a lot about development
partnerships, you ve heard a lot about collaboration. | don' t think we have an option anymore. | don’ t think
partnership is something we do, | think it s the way we do our business. And so we need to learn to live within that,

and work within that partnership framework.

I think systems may hold the key to more sustainable outcomes, We heard today about the opportunity to have: -
to work towards development, | think what we want are not just development results, but sustainable development
results. And the key to institutions is not just making reform happen, and change management, but it' s also about
making results more sustainable. And I' I say a few words about that, And lastly, again, as | said, amost everything
we do as development workers, students, professionals, we co—produce with somebody else. There’ s virtually
nothing that we can do by ourselves. And our theory of change involves systems, institutions, but also this critical

notion of partnership.

So the way | d like to advance is to set up——everybody heard this morning about how important context is—to
set up, to set the stage with a little bit of context, talk a little bit about the future, the Post—2015 consultations, say a
word or two about complexity and systems, and lastly, on the centrality of institutions. If our theme is divided between

good governance and effective institutions, I m mostly talking about effective institutions. And | suspect that one of
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the reasons ' m here is because | co—chair a global platiorm called the “Effective Institutions Platiorm,” which I |l
talk a little bit about, But this global platform is comprised of members of the development community from across
the board: CSOs, private sector, multinational development banks, the UN, students, development agencies, bilateral

development agencies, and so on and so forth,

So, then beginning with Busan and the importance of Busan, what we have, if you want to after this refer to the
Busan Outcome Document, we have a specific paragraph——paragraph 29——that talks about commitments that are
made in Busan, and these are commitments that, according to the Busan principles of transparency, accountability,
results, and inclusivity, that we are all responsible for. But the first one is country—led institutional and policy
changes. The second is our commitment to assess country systems, institutions, and the capacity development
needs, capacity—building needs. The other commitment mentioned there is the commitment to improved evidence
on institutional performance, to inform public policy formulation, implementation, and accountability. And this morning,
I think we heard a littfle bit about the importance on both policy—making, but also policy implementation, And lastly,
the Busan outcome document talks about the commitment to deepen learning on the success factors for institutional
reform. And all these principles are also contained in the new consensus on effective institutions, and this platform

that | referred to essentially comes out of this very important consensus,

[ Il spend just a little time talking briefly about the post—2015 consultations, but we' ve heard about the high—level
panel report already, we' ve heard about the UN Secretary—General” s report also referring to effective institutions.
And there is now a proposed sustainable development goal, or language referring to a sustainable development
goal, on the importance of promoting peaceful and inclusive societies for sustainable development, to provide
access 1o justice for all, and build effective, accountable, and inclusive institutions at all levels. And | think it s that

“at all levels” that' s also extremely important.

| want to cite briefly a couple of contradictory research findings. The Comprehensive [i.e., Collaborative] Africa Budget
Reform Initiative (CABRI) recently conducted a study of the use of country systems in Africa. And, I' m going to cut
through this just a little bit in the interest of time. But basically it came out with a couple of findings. One finding was
that the use of country systems has basically plateaued, that donors are not using increasing their use of country
systems, But then came the contradiction. We are increasing the use of country systems in some places, but not
in others. And you would expect that we would be increasing our use of country systems in those countries that
actually had effective institutions, or not. In fact, we’ re increasing our use of country systems in some of the most, |
don’ t want to say ‘corrupt’, but for lack of a better word, right now I' Il say ‘corrupt’ , where corruption is identified

by everybody as a concern, and where capacity is identified as being institutionally weak. And we' re not using
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[them] in some of the other societies where the systems actually--- So, there’ s something else happening here. And

this was part of our commitment at Busan.,

I mentioned in the opening paragraph that this point, use of country systems, was the most discussed point in the
negotiations on the Busan Outcomes Document. | was part of that process. And partner countries and others made
a point of saying,  ‘not only are you not using our systems, but you' re not telling us why you' re not using them, and
more importantly, you' re not doing anything about it”  So, again, we now have a project that' s being sponsored
by the Effective Institutions Platform where we' re engaging in country dialogues around the use of country systems,
And we' re trying to get all the relevant stakeholders together. So much of what we heard this morning was really
about government—to—government. When the U.S. looks at these issues, we look at it from a very much of a whole—
of—society perspective. So, when we say country systems, we' re not just talking about those systems that are
managed by public institutions, we' re looking at it in a much more institutional and systemic framework. And I Il say
a couple of words about that before my time runs out. (Sorry if | talk a little bit fast right now, but this clock:-- there” s

a very big clock here on the desk, and it' s going down rapidly. Are you sure you' re not increasing the speed?)

So, this country dialogue process then attempts to get all the actors around the table and to discuss from their
perspective what are the priority needs, and then to development together a mutually identified set of gaps that we
can work on, And this PowerPoint presentation you have, as well. We look at both government systems, we go well
beyond public financial management and procurement, we look at the budget process, the treasury, the accounting
process, reporting, auditing, and parliament, and plans. So we look at all of these systems, but also the systems
that affect those systems. And when we define results, we don’ t define results just in terms of concrete objectives,
but on the impact that it can have on that system. Donors are famous for attacking problems, but then leaving the
system in which those problems are found weaker than before. The health industry is rife with those examples of

where we fixed a problem, but ended up in weakening the system.

| want 1o just say a couple of words about the Effective Institutions Platform, because I' d like people in this room
to become more involved with this very important global platform. It' s a post—Busan building block, and it has five
areas in which it' s working. Because what we found is that it s not just technical solutions that are the answer, but
rather, political, economy, and other questions, as we’ ve heard today from David, from Finn, and from others. So we
have five areas that we work in, How to make reform happen, what the indicators of success are, country systems,
domestic resource mobilization, and accountable and inclusive institutions——parliaments, supreme audit institutions.
Lastly, | want to say a word or two about the importance of systems thinking, and talk to you a little bit about how we

are re—inventing this at USAID, because we actually used to do this quite well, once upon a time. We' re engaged in

SExlz 2

I
il

Ju

A

| 133

1 20141020 ODA 2210 A.indd 133 2014-10-23 9?—5:SWZL



L "EEEN T |

The 8" Seoul ODA International Conference ST |

a reform process where all of our reforms are essentially helping us become better, more responsive partners, given
that collaboration is the wave of the future. And systems thinking is very much helping us get there. Systems can
be mapped in a number of different ways. If you don’ t watch out, you' Il be too reliant on tools, and you can end
up with something like this. | think anybody who has done political economy analysis, and has mapped systems,
has ended up with something like this. We' re trying to simplify the whole process, we' re trying to think systemically,
think about boundaries, relationships, points of view, and perspectives. And we' re trying to be systemic, not just
think systemic, which involves a number of things for which | don' t really have that much time to go into. But just at
a practical level at the ground, and at the country level, for us, it” s important to identify all the local systems, and to

recognize that wherever we go, there’ s a system there. You might not be able to perceive it, but it’ s there.

Mutually—designed projects jointly deepen our understanding of risk, risk (I want to say, I' m going to go through
this too quick, sorry, you can look at the presentation) but, for us, it' s important to understand that there’ s all sorts
of different types of risk: there’ s contextual risk, programmatic risk, reputational risk, and then the one that most

people focus on, which is fiduciary risk.

And lastly, through this systemic thinking, we tried to develop indicators that not only analyze the results of a particular
activity, but also, its long—lasting effects on the system that we' re working in. This requires us to undertake a long—
term perspective. We' ve heard earlier from other presenters about the political economy in the donor countries is
sometimes just as important as the political economy in the countries in which we' re working together. And we have

to always bear that in mind.

But it s an idea, and it' s a way of doing things that we’ re bringing back. It' s challenging, we heard today about
how challenging democracy is, and how messy it is. Anytime you work with others, it s difficult, But as the saying in
Africa says, ‘If you want to go fast, go alone; if you want to go far, go together” And that’ s what we' re trying to

do. And | think I m going to leave it right there. | look forward to the question—and—answer period later. Thank you
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Speech Il
Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you, Steven. Thank you, | think we™ ve now got a very big picture about systemic institutions, and systemic

thinking that will allow us to put all of these things into context. Let me invite Mr. Roel Van der Veen. He s the

academic advisor to the Netherlands Ministry of Foreign Alffairs. The floor is yours.
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“From Knowledge to Policy Implementation”

B Roel Van der Veen

Academic advisor to the Netherlands Ministry of Foreign Affairs

O Presentation Materials

This presentation is based on:

» 25 years of work for the Dutch MFA;

» 15 years of part-time academic work in the
field, resulting in two books on development
issues, in Africa and Asia;

» 7 years of work as the academic advisor of the
Dutch MFA, trying to connect academic work
and policy development
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My starting-points (Van der Veen, What Went
Wrong With Africa, 2004):

Society as the interaction of
* politics

* economics

* social relations

* culture

Governance and institutions as
expressions and instruments of this interaction

So: governance and institutions are inextricably linked to a
certain type of society (if not, risk of breakdown)

The focus of this presentation:

1) the relationship between

* academic research of governance and institutions
in poor countries, and

* policy development in donor countries
2) Dutch policy

3) Recommendations
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ACADEMIC RESEARCH
AND
(DONOR) POLICY

General caveat

A wide and natural gap exists between

the world of scholarship
and
the world of politics

(see for example the work of Carol H. Weiss)

Certainly also in the field of governance and institutions . . .
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For example:

Scholarship:
effective governance

Politics:
good governance

This conference symbolically tries to capture the
interaction or clash:

‘Good governance and effective institutions’

Scholars say:
‘Politicians don’t (want to) listen (to us)’

Politicians say:

‘Scholars don’t produce the right advice (for us)’
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John Maynard Keynes

(The Times, March 11, 1937)

“Nothing a government hates more
than to be well-informed; for it makes
the process of arriving at decisions

much more complicated and
difficult.”

THE MAIN DILEMMA
FOR THIS CONFERENCE:

* Research of last fifteen years emphasizes the neo-
patrimonial structures and dynamism of poor societies
and its politics

(countless publications, many of authors present at conference)

* Donor politics of last fifteen years emphasize the
assumed need for ‘good governance’ (democratic,
accountable, transparent, inclusive etc.)

(countless policy papers of donor countries and international organizations)
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DUTCH POLICY

St I

Shows the tensions of the dilemma

On the one hand strong tendencies of
universality:

* Respect for human rights
* The Hague Legal Capital of the World

But on the other hand:
» Strong desire to have effective policies
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Significance for the field of
governance and institutions:

* natural starting-point would be ‘good
governance’

* but with clear urge to have also ‘effective
governance’ (taking into account state-of-the-
art academic knowledge)

Over the last ten years Dutch policy
development has become more
informed by and based on knowledge

Also in the field of development cooperation, by
several (new) mechanisms for the structural
interaction of scholars and policy makers, f.e.:

* ‘Knowledge Chambers’

* ‘Academies of development cooperation’ (f.e. on the statein
Africa)

* Participation in international research projects
* PhD’s by policy officers
* ‘Knowledge Platforms’
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EXAMPLES OF INTERN. RESEARCH SPONSORED BY
DUTCH DEVELOPMENT COOPERATION

Tracking Development project (TD)

Developmental Regimes in Africa
project (DRA)

five Knowledge Platforms

(f.e. oninclusive dev. strategies)

1 20141020 ODA Z U210 A.indd 143

Crucial finding of the
Tracking Development project:

For poor countries to become richer, a
COMBINATION of certain POLICY RESULTS comes
first, namely:

1) macro-economic stability;

2) economic freedom for peasants and small
entrepreneurs; and

3) economic stimulation of agriculture / the
countryside
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WHICH PRINCIPLES OF
SUCCESFULLDEVELOPMENT STRATEGIES??

1. Outreach: quantity, not quality
2. Urgency, priorities, not plans
3. Expediency: results, not rules

TD, David Henley

Consequences of TD for Dutch
development policies

In recent years:
* more emphasis on support to
agriculture

* more creativity and flexibility with
regard to support for governance
and institutions
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Some aspects of current Dutch
support for governance and institutions

* |In many forms
* Possibly less visible than before

* Not as separate objective, but as much as possible in
combination with other interventions in a sector

* More emphasis on economic development and trade
(both of the partner country and the Netherlands
itself) — aid AND trade

* Emphasis on institutional capacity building
* Demand driven

For an overview of Dutch international
trade and development policies

Please have a look at the policy document

A World to Gain — A New Agenda

for Aid, Trade and Investment
(April 2013)

On www.government.nl > ministries > ministry of foreign
affairs > documents and publications
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RECOMMENDATIONS

FOR SCHOLARS:

* Spend time with policy makers
* Visit ministries

* Join policy discussions

FOR POLICY MAKERS:

* Spend time with scholars

e Participate in research projects
e Join academic debates

Time efficiency in personal relations with ‘the other
side’ easily leads to ineffectiveness
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On support to governance and
institutions in poor countries (I)

Take the historical context into
account; be careful, do not harm;
don’t break the link between society
and governance / institutions

When intervening in poor countries,
making mistakes in judging the phase
of their development can cause great
harm to those countries

(unfortunately many examples. . . .)

On support to governance and
institutions in poor countries (I1)

‘Go with the grain’; concentrate on

good enough governance and best
fits

More in general: use what scholars
have to offer, taking into account
the limitations and possibilities of
politics in donor countries
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Thank you for your attention
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O Presentation Transcript

Thank you, Madame Chair. Good afternoon everybody, distinguished guests, and--- It' s really only my second day
in South Korea, and I' m impressed with many things here, including today” s audience. Just like Steven, | think it” s
wonderful to have you all here, and I m already looking forward to the discussion that we will have, I m sure, | now
realize that | made a few changes in my PowerPoint, | realized at first instance | gave another title, “From Knowledge
to Policy—making.” Well, this is “Scholars, Policy—makers, and Poliicians.” It s really the same thing. | guess I m
caught in the middle as a policy—maker, because politicians decide on which policies we' re going to have, scholars

will criticize it, and policy—makers [have to do something] about it. And | will focus a bit on that.

My presentation is really based on experience in a sometimes boring job as a civil servant, sometimes it s exciting.
It' s not 25, [but rather] 26 years already——time flies. As you can see, | ve done different things, I m wearing several
hats, and sometimes ' m speaking as a representative of my government, sometimes as a university professor. |
guess if you like what | say, | represent the Minister, If you don’ t like it, I' m speaking on a personal basis. And we

can discuss that later. (Nothing coming:+-? Oh, yes, my starting points.)

I was supposed to give some definitions, description of society. | see it as an interaction of politics, economics, social
relations, culture:++ you could also add ideology to it, or values. It s a system that goes together. It' s a system just
like described by Steven earlier, For example, you can see that if you take values—they are being monitored now
on an annual basis worldwide, more and more countries are participating in the World Values [Survey] by Ronald
Inglehart and [Christian] Welzel—and they can see that as a country becomes richer, the values change. It s not
at random, there’ s a system in it. So society is an interaction of all those things, like a system, and it might change.
And if the politics change, the economy will change, et cetera. Where do governance and institutions come in? | see
them, but that' s my opinion, especially as expressions and instruments of this interaction. So they are linked to that
system, and that means you cannot just change one of them and expect it to work, The system has to work, and

they are part of it. They are inextricably linked to a certain type of organization,

Well, my presentation really consists of three parts. First of all, ' d like to speak about the relationship between
academic research on governance and institutions in poor countries and policy development in donor countries,
This morning, we talked a lot about politics in poor countries. This time, | want to make it even more complicated by
infroducing the politics of rich countries, which is not so easy, even though they claim to have good governance,
Maybe that is not making it easy. The second part of my presentation will be about the country that | know best,

the Netherlands——Dutch policy as an example of donor policy. And at the end, | will have some recommendations.
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But first of all, academic research and donor policy. I' d like to start with a caveat, kind of a warmning: there exists
a wide and unnatural gap between the world of scholarship and the world of politics. And you cannot easily close
this. Sometimes they touch, but it” s only natural that there is a wide distinction between the two. And a lot has been
written about it—for the people who want to read about it, Carol H. Weiss is somebody some old literature. But it” s
very interesting what she says about why so litfle of academic work actually makes it into policies. And that also

goes for the field of governance and institutions.

Just an example, scholarship likes to talk about effective governance, most of the time. They like to know what
works. But politics, on the other hand, like to talk about good governance. | mean, it has a moralistic tone. You see,
there’ s a difference there. And if you bring them together, like in a conference like this, you get a combination like
good governance and effective institutions. [It] could also have been effective governance and good institutions, or
whatever you have, But this already shows that there is a kind of tension between the world of scholarship and the

world of politics.

Scholars complain often that politicians don’ t listen. | don’ t know how it is here in South Korea, but they mean
especially they don’ t listen to us (scholars). They don’ t want to listen to us. But on the other hand, the politicians
say, ‘scholars don’ t produce the right advice for us. It might be interesting advice, but we, as politicians, can’ t
use it, for a variety of reasons. So they complain about each other, and again, caught in the middle are the poor
policy—makers.

This is just one of the quotations, and | could have found many gquotations, why this? This is a fairly recent one, not
even a hundred years old, by the famous economist John Maynard Keynes. And you might want to have a good
look at it, because it is not obvious for everybody, but on the whole, “[There is] nothing a government hates more
than to be well-informed.” And you might wonder why that is so: “-for it makes the process of arriving at decisions
much more complicated and difficult” So governments naturally don’ t like to be well—informed, it makes their life

more difficult, Got it?

(Well, this is an experiment---) This is the real dilemma that | saw:-+- (' s not really working. Yeah, there the dilemma
is coming.) If you put all this together in the field of governance and institutions, | think we are facing a dilemma that
is central to this conference: that, on the one hand, research over the last, let” s say, 15 years emphasizes the neo—
patrimonial personalized structures and dynamism of poor societies and its politics. And on the other hand, donor
politics of the last 15 years emphasize the assumed need for good governance. That' s the dilemma that somehow

we have to face and find a way forward, How should we move forward, looking at this problem?
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Just as a short intermezzo, why are we doing that here, when | first got the invitation, | was wondering, are we
international experts and practitioners not carrying water to the South Korean sea, which is already full of knowledge

and experience?

As you see, the Dutch always use water, Because South Korea has so good scholarship on these issues— and
particularly, take the famous scholar Ha—Joon Chang, who wrote several very interesting things, Kicking Away the
Ladder is probably the most important one—— emphasizing that the current strategies and advice of rich countries
do not match their own histories of climbing the ladder from poor to rich. On the other hand, a poliician that
you might know, your “General” [Park Chung—Hee] who directed successful development policies and warned
specifically of  ‘good governance’, for example in his view that democracy is not only useless for development,
but also detrimental. And having listened this morning to, for example, David Booth, who had his talk about PDIA
[problem—driven iterative adaption]. He said, in a situation with good governance, it s very difficult to have the
problem—driven, iterative adaptive method. And that is what he wanted. So, he thought, let’ s do it the other way. |
know this in South Korea might be rather sensitive, so | didn’ t put it in my official presentation. But after doing this,
| thought it’ s not carrying water to the sea, but South Korea is really the best place to have discussion like this,
because the dilemma that | was describing comes out so clearly exactly here, because you have gone through this
tfransformation from poor to rich in just one or two generations, The people that are a little bit older in this room will
notice the governance they had at that time, that was successful at that time, even though they protested against it,
and what they have now, whereas in most of the European countries, for example the Netherlands, we don’ t have
this historical consciousness. We forgot the kind of governance that we had when the Netherlands became rich. So,
the dilemma comes out most clearly here, so in the end, | thought, well, no, we are carrying water to the dry desert,

but the dry desert is now the dilemma that we' re facing: how to solve this problem.

Okay, Dutch policy. | guess Dutch policy is showing the tensions of this dilemma. We' re not free of it, far from it. On
the one hand, we have strong tendencies of universality. Dutch policy always emphasizes the respect for human
rights, everywhere in the world, always, no excuses made. And we like to promote the government seat, the Hague,
as the legal capital of the world, the [International] Court of Justice, the various tribunals, the International Criminal

Court, and so on. That' s a signal of universality.

But on the other hand--- So, that belongs to the good governance part. On the other hand, we have a strong desire
to have effective policies, and we like to study and see: is what we do really effective? So, if you take all this to
the field of governance and institutions, our natural starting point is good governance, no [other] way about it, but

with a clear urge to have also effective governance, effective governance taking into account the state of the art of
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academic knowledge. That' s why we like to participate in conferences like this. We like to know what are the real
effects of our policies, and do something with it, however difficult that is. So, over the last about ten years, we have
made a real effort in the Netherlands to have our policy in general more informed by and based on knowledge.
That is the thing, as | explained at the beginning, that doesn’ t come naturally. You have to make a conscious effort

to start activities to bring knowledge and policies together.,

Also in the field of development cooperation, we introduce new mechanisms for the structural interaction of scholars
and policy makers. Well, some examples, we have so—called “‘Knowledge Chambers” at the ministries of the
Netherlands in which the top officials have discussions about sometimes sengitive issues, sometimes new issues,
with experts, sometimes from abroad, to bring them up to date on these issues, We have so—called academies of
development cooperation, in which a department of the Ministry has a structural relationship with the top institute of
academia in the field. For example, the Africa Dept. had for years a structural relationship with the Africa Studies
Center at Leiden. People of the Studies Center in Leiden worked at the Africa Dept., and the other way around, to
get to know each other better, Or we participated in international research projects. Some of the policy officers can
do PhDs. Each year we have two colleagues that get a [year” s] time and their salary is continued to be paid, a year
to finalize their PhD on a policy—relevant subject. And the next year, we select two new policy officers. So, we really
like to know knowledge platforms, something new, in which we on certain priority areas of our development policy,

we make international networks with experts from abroad to work on the issues in that field.

Some examples of the research projects, and David Booth already mentioned some, the one that is for us most
famous is the Tracking Development project, in which we had systematic comparison of four countries in Southeast
Asia and four countries in sub—Saharan Africa. We started fifty years ago, when those countries all had about the
same level of poverty. And we brought it up to now to see why:--- if we could find out why the Southeast Asian
nations became so much more wealthy, whereas the sub—Saharan African nations did not, We made a country pair

of Indonesia and Nigeria, Malaysia/Kenya, Vietnam/Tanzania, and Uganda and Cambodia.

[Moderator: Will you be able to wrap up in about a minute?]

(I will, very fast) This is one of the projects headed by David Booth... Five knowledge platforms--- (" | go very fast++)
Crucial findings, well, you can read it in the map.

If countries can get results in these areas, they are bound to become richer. The guestion is, how do they do it?
And here are some principles of successful developmental strategies. These principles can be seen in the Southeast

Asian nations: Outreach, urgency, and expediency.
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And if you look at it, it s not quality, not plans, not rules, and you compare that to the characteristics of nowadays
development cooperation, we always try [to] go for the best quality. We make many plans. Rules are so important

to us. There is some distinction there with what happens, really, in reality.

Consequences:

We have adapted our policy [to have] more emphasis on agriculture, and more creativity and flexibility with regard
to the support to governance and institutions. (I go now very quick, if you have guestions about it, please ask me
later.) Here you can read our development cooperation policy on the whole [ "A World to Gain = A New Agenda
for Aid, Trade and Investment” = April 2013]. It' s on the website [www.government.nl ) ministries ) ministry of foreign

affairs ) documents and publications].

Recommendations (just very fast)--- For scholars: Spend time with policy makers, visit ministries, join policy
discussions. For policy makers, it s just the other way around: spend time with scholars, participate in research
projects, join academic debates. And the important message here is that time efficiency (and people always like to
be time efficient, but sometimes you shoot yourself in the foot)—time efficiency in personal relations with  ‘the other
side’ easily leads to ineffectiveness. You need to invest in the relationship with each other, need to know each

other’ s worlds.

On support to governance and institutions in poor countries, [first] take the historical context into account. And
second, ‘go with the grain” : concentrate on good enough governance and best fits. It was already mentioned
earlier this morning by David Booth. How to do that, well, | wrote this before | realized how many people would show

up, so we' Il see what happens in the discussion. But | thank you right now for your kind attention,
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Speech Il
Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you very much. We learned from the Netherlands what they have done, and very interesting to hear about the
research that you' ve done, tracking for nearly 50 years of these cases. So, | look forward to the audience asking
you some questions about the research, | would now like to invite Dr. Sooyoung Park. She is the director of ODA
Research Team at the Korea International Cooperation Agency, or KOICA. She will talk now about “The Emergence
of Merit-based Bureaucracy and the Formation of the Developmental State: The Case of South Korea in a Historical

Perspective.” Dr, Park.
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“The Emergence of Merit—based Bureaucracy and the Formation of the
Developmental State: The Case of South Korea in a Historical Perspective.”

B Sooyoung Park

Director, ODA Research Team, Korea International Cooperation Agency (KOICA)

OPresentation Materials

Making a betier world together

The Emergence of Merit-Based Bureaucracy
and the Formation of the Developmental
State: the Case of South Korea in a Historical
Perspective

2 September 2014
Sooyoung PARK
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Introduction

® The role of the government in development has been at the
center of debate in social science.

® The developmental state argument received renewed
attention especially after the global financial crisis.

® Scholarship on institutional development focuses on
identifying the kinds of institutions necessary for economic
success by conducting cross-country comparisons between
poor and wealthy countries.

® However, those studies do not explain much on how the
rich countries managed to break the lock-in and bring about
the necessary change.

® This research complements the existing literature by
analyzing bureaucratic institutional changes. KOICA-
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Aim and Objectives

How were effective bureaucratic institutions established in the
Korean developmental state?

1. to examine persistence and changes in bureaucratic
institutions from 1948 to 1963;

2. to analyze how different factors and/or conditions of
institutional change influenced the building of effective
bureaucratic institutions;

3. to present the implications of theories for institutional
change and for developmental states based on an empirical
assessment of the formation of bureaucratic institutions.

KOICA-
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Gradual Institutional Change Theory

of Mahoney and Thelen (2010)

Characteristics of
Political Context
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/,J Change-Agent Institutional Change
| Characteristics of //
Institution
Mode |
Mode i
Mode | Mode It
Types of Change Political Context Characteristics of Institution Change Agent
Layering Strong Veto Low Level of Discretion Subversives
Drift Strong Veto High Level of Discretion Parasitic Symbionts
Displacement Weak Veto Low Level of Discretion Insurrectionaries
Conversion Weak Veto - High Level of Discretion Opportunists

Conceptual Framework

Political Context
-Regime
Political Coalitions

Characteristics of
Political Context
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Based System
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Maode

>

Type of Dominant
Change-Agent

Attitude on Preservation of
Rules

Attitude on Observance of Rules

Mode Il
>

Gradual Institutional
Change

Type of
Institutional Change
Layering

- Drift

Caonversion

- Displacement

Model

KOICA-

Kaoers International
Cooperstion Agency

1 20141020 ODA Z U210 A.indd 158

158 | The 8th Seoul ODA Conference

2014-10-23 2% 5:31 1L




I The 8" Seoul ODA International Conference

crmane

| e

Codified Rules and Regulations
Based Bureaucratic System
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Empirical Findings 1: Institutiond

Characteristics

® Level of Ambiguity: from Ambiguous to Concrete

» The rules and regulations are not fully detailed and have room for
interpretation and subjective enforcement.

Year 1951 | 1962 | 1053 | 1964 | 1066 | 1966 | 1967 | 1968 | 1060

Total

ViaExamination | 3

9] ®( 8| | 7 7| B

5%f

I
Via Sereening | 4| 4 198 153| I®| M| MH| B
i 63%

BamSoeenng | 02% 160% 21% 0% 8% %% 17% 67% 7%

40%

Level of Discrepancy: Low Degree of Discrepancy between Institutions

and their Context

» From Syngman Rhee to Park Chung-Hee, the Korean government constantly
revised the regulations of the Merit based system, which did not allow for any

deviation.

The level of discretion in enforcement and implementationwas
consistently high due to a high level of ambiguity.
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Empirical Findings 2: Political Co

® Type of Political System: Presidential (WV) via Parliamentary (SV) to Junta
(Wv)

» The presidential system under Syngman Rhee gave liberty to the administrative branch
to change rules and regulations as presidential order.

» The Military Junta of Park had sole power to change institutions as they like with no
interference from judiciary or legislative branches.

» The Chang Myun Cabinet, on the other hand, had interference from the opposite faction
due to the parliamentary system, which prohibited any change from being implemented.

@ Positions of Political Coalitions: WV-> SV-> WV
» The ruling party after gaining majority in the National Assembly in 1954 collaborated with
the administrative branch to use the system for their own good.
» From 1954 to 1960, the veto ability of the opposing parties was especially weakened as
the assembly was dominated by the ruling party.
» Opposition parties and their position toward change

® Veto Poweragainst Change: Weak Veto Regained after being Suppressed
under Chang Myun
KOICA-

Kores Internations]

Cooperation Agency

Empirical Findings 3: Change Ag

® Types of Change Agents: from Opportunists to

Insurrectionaries

» Thechange agents in the Rhee administration were opportunistic,
following rules as they liked.

» Their opportunistic behavior worsened when the Rhee government
gained dominancein the legislative branchin 1954.

» With the Chang Myun administration, bureaucrats showed
insurrectionary characteristics, developing and introducing
reformative institutions, which continued with Park’s junta.

» Theattitudes of change agents can differin accordance with the
attitudes of theirleaders.

» Theinsurrectionaries were able to put the reform plan in practice
during Park’s junta when the military coup d’état removed the strong
veto.

KOICA-

Kores Imernational
Cregeestion Apercy
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Empirical Results

Year 19481954 19551960 1960 1961 19611963
Institutional High Level of High Level of High Level of High Level of
Characteristics Discretion Discretion Discretion Discretion
Political
oticd Weak Veto Weak Veto Strong Veto Weak Veto
Context
g’:ﬁg Opportunists Opportunists Insurrectionaries  Insurrectionaries
Type of Change Layering Conversion Layering Displacement
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Policy Implications

Be aware of the limitations of reform. Institutions are

important; however, introducing reform is not enough for

development.

The development practitioners also need to understand the

local existing institutions and to carefully consider the

implications involved in introducing foreign institutions.

Methods for narrowing the gap in implementation and

enforcement are needed.

Especially in developing countries, constructing reform

coalitions is critical for successful institutional change.

< ‘Reform coalition’—coalitions between policy makers and

members of the business community that work together for
the intended purpose of achieving economic reform—is central
to the development path in many countries (e.g. Abdel-Latif
and Schmitz, 2010; Leftwich and Wheeler, 2011) HK[]":A"“'

v | miErRations 1
speration Agrecy
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O Presentation Transcript

Thank you, Professor Kim, Well, we hear today that the general discourse about the  ‘good enough’”  governance,
or good governance and effective institutions in the morning, and I d like to talk about how the specific institutional
change can happen, and what kind of factors can influence the institutional change, specifically focusing on the
South Korean case. So today, I d like to talk about the change in the merit—based bureaucratic institutions [that]
happened in the Korean government back in the 1950s. So, let’ s go back to 60 years ago, when the Chung—gye

River looked like the left=hand side picture.

After the 2008 global financial crisis, the role of the government in development received renewed attention, Since
one of the backbones of effective government is sound institutions, scholars in institutional development focused
on identifying the kinds of institutions necessary for economic success by conducting cross—country comparisons
between poor and wealthy countries. But those studies failed to explain how the rich countries break the institutional
lock—in, and bring about the necessary change. So this presentation complements the existing literature by analyzing

bureaucratic institutional change [that] happened in the Korean government,

Now, many scholars agree that the merit—based bureaucracy of the Korean government was one of the key
success factors of the Korean development state. But the effective bureaucracy was not something that the Korean
government was born with. In fact, in the 1950s, the Korean government officials were sent to Pakistan for training.
The news media constantly criticized the incompetence and corruption of the government officials. So | got to raise
the question, how were the effective bureaucratic institutions established in the Korean developmental state? And
to answer this question, this research examined the change in the bureaucratic institutions from 1948 to 1963,
and analyzed how different factors and conditions of institutional change interacted and affected the bureaucratic
institutional change. By doing this, this presentation will draw out four implications, especially for the developmental

practitioners today.,

The conceptual framework that this research chose is the gradual institutional change theory of James Mahoney
and Kathleen Thelan. The theory defines four different types of institutional change as the table shows, The first is
“displacement,” which means removal of old rules. “Layering” means addition of new rules to the old ones. “Drift”
means the discrepancy between the rules and the context. And “conversion” means manipulation of rules. The theory

also argues that three main factors defined types of institutional change. The first is characteristics of institutions,
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which specifically means the level of discretion that the practitioners can have in enforcement and implementation.
The second is the characteristics of political context, or political setflement, especially the level of opposition against
institutional change. The third one is the attitude of the change agents toward change. The theory finally categorized
four types of change agents in accordance with the attitudes. So the three factors combined together produce
four different types of changes, as this table shows. By applying this theory, this presentation shows what types of

institutional change happened in Korea and what we can learn from that.

Since the presentation examines the merit—based institution, the analytical framework was defined as this figure
shows. Now, ‘institution’ is a very complex and broad concept. Speakers today talked about the need to clarify
the definition of governance and institution. So, this research narrowed down and then drew a working definition of
institution. “Institutions.” for this analysis, are defined as codified rules and regulations for merit—based bureaucratic
systems. Following the conceptual framework, this research identified 199 rules and regulations for the merit—-based
bureaucratic system. As this figure shows, the institutions became detailed and specified. And if you take a look at
the annual changes, this figure shows the frequency of change on an annual basis. Especially in 1949 and from

1960 to 1963, they were frequently revised and modified, while in the 1950s, they were not.

Now let' s go over the three factors one by one. The first factor is the institutional characteristics. In conclusion,
[the] level of discretion in enforcement and implementation was constantly high due to a high level of ambiguity in
institutions. The high level of discretionary power that the officials had can be observed especially in the recruitment
practice. We all know the Korean government is very famous for its merit—based recruitment system. But it was not
the case in the 1950s. If you take a look at the table, the Korean government used two different types of recruitment
system. One is the open competitive examination, and the other one is the screening of the qualifications. The table
shows that the ratio of examination to screening deteriorated. In 1951, the ratio was around 40 percent, but in 1955
through 1959, the ratio dropped to 8 percent. In total, only 4 percent of the government officials [were] recruited via
examination in the 1950s. This was possible due to the high level of ambiguity in the institution. The conditions for
screening were also very vague, making it possible for the ministers to choose whoever they wanted to choose.
For example, the law stipulated that the person who has the knowledge and skills to execute the job can be hired.

However, the rule didn’ t specify the way to verify this.

The second factor is the political context. The political context was influenced by the political system and by the
positions of the political coalitions. If you take a look at the political system first, the presidential system in the
Syngman Rhee administration provided a relatively higher level of autonomy to the administrative branch to change

the rules and regulations with regard to the merit— based institutions. The military junta of Park Chung—Hee also
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exerted supreme authority to change institutions with little interference from judiciary or legislative branches. However,
the parliamentary system of the Chang Myun period lowered the level of autonomy of the cabinet, since under the
system, the National Assembly could easily interfere with the administrative branch. So the level of vetoes was also
affected by the positions of the political coalitions. If you take a look at the positions of the political coalitions, from
1948 to 1954, the opposition parties checked the administrative branches, but after 1955, when the ruling liberal
party gained [a] dominant position in the National Assembly, the level of veto was lowered. Factious struggles raised
the level of veto in Chang Myun cabinet, which was removed with a military coup d’ état. So, in sum, the level of
veto against change was low in Syngman Rhee and Park Chung—Hee periods, but it was high under [the] Chang

Myun cabinet,

This table compares the approval rate of the legal acts by dividing the number of acts approved with the number
of acts submitted to the legislative body. The approval rate seems to coincide with the level of autonomy of each of
the three administrations. Park Chung—Hee' s junta had the highest approval rate, with 83 percent, while [the] Chang

Myun cabinet showed the lowest rate of 25 percent.

Let' s take a look at the final factor, the change agents. The change agents in the Syngman Rhee administration
showed opportunistic characteristics, selectively implementing the rules. The officials of the Chang Myun cabinet
and the Park Chung—Hee junta showed different attitude, seeking to change the rules rather than following them.,
The attitudes of change agents seem to differ in accordance with the attitude of the leaders. If you take a look at
the picture, this is an ex—government official named Shin Doo—young. Shin Doo— young shows a good example
of this. He served all three different administrations, from Syngman Rhee to Park Chung—Hee. When he served in
the Syngman Rhee government, the deterioration of the merit—based system was at its worst, But in [the] Chang
Myun cabinet and under Park Chung—Hee government, he introduced a series of reformative measures in [the]
recruitment system and promotion system. So he utilized his capacity both to debilitate and to promote the merit—
based bureaucracy. In short, his performance changed in accordance with the priorities of the top leadership.

The importance of the changes in the top leadership is confirmed in the records of the cabinet meetings. This figure
shows the number of items discussed and instructions made with regard to the merit—based system in the cabinet
meetings from 1949 to 1963, It shows the number rapidly grew from 1961, when the military junta was introduced.
Considering the nature of the cabinet meetings, this figure is a good example showing the level of interest of the top

leadership in the merit-based system.

This is another figure [that] more clearly shows the difference in management of the merit—based system between

the three different leaderships. The number of items on the merit—based system discussed in the cabinet meetings
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has increased from Syngman Rhee to Park Chung—Hee period. The numbers are actually four times and ten times
higher in the Chang Myun cabinet and in the Park Chung—Hee junta, respectively, than in the Syngman Rhee
administration. If you take a look at the management of the institution, finally, this table also confirms the findings of
the two figures. The table shows the institutional change by administration. The military junta modified and revised

institutions the most, followed by the Chang Myun cabinet,

So, this table summarizes the empirical testing of the theory. It shows that the merit—based bureaucratic institutions
gradually changed from 1955 to 1960, then retrogression of merit—-based bureaucracy happened with the selective
implementation, which is called  ‘conversion” . The reforms under [the] Chang Myun cabinet continued in the military
junta, The junta made use of the low—level of opposition and introduced new reformative rules, which is defined
as ‘displacement’ . The merit— based bureaucratic institutions did change from 1948 to 1963, but the nature and

types of change were not always reformative,

S0, in conclusion, the research draws out four policy implications for developmental practitioners, The first one is
that we need to be aware of the limitations of institutional reform programs. Though establishing sound institutions is
important for development, as this presentation showed, introducing new institutions does not guarantee the actual
implementation. In line with the first implication, the second point is that we also need to understand the importance
of enforcement, and develop ways to insure the implementation of reformative institutions. The third point is the
importance of the context, As other speakers already said, the different context may result in different outcomes,
Most reform programs today involve adding on or revision of existing institutions. Since an institution is like an intricate
web, a change in one specific rule can cause a chain reaction in the entire system. The developmental practitioners
therefore need to pay close attention to the existing institutions of the developing countries, and come up with a
detailed plan to match the new ones to existing ones. The final point is the importance of the reform coalition. As
many scholars including the late Adrian Leftwich have pointed out, reformative change needs a competent and

motivated group of people for its success. Thank you for your attention, Thank you.
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Speech IV.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

St I

Thank you, We heard from Dr, Park [about] a time in Korea' s history that we don’ t usually talk [about] very much

when we talk about Korea' s economic development, which tends to focus from the early 1960s on. So we heard

what took place prior, to set the groundwork for the developmental state to take off. Now we turn to our next speaker,

Mr. Carlos Toranzo Roca, Chairman of the Steering Committee of the Strategic Research Programme in Bolivia [PIEB].

Mr, Roca.
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“Bolivia: Best Practice of the Washington Consensus and Anti — market
Reforms”

B Carlos F. Toranzo Roca

Chairman, Steering Committee of the Strategic Research Programme in Bolivia (PIEB)

OPresentation Materials

Bolivia: Best practice of
the Washington
Consensus and anti-

Key Data

2005 2011

Population 10 m. 10.5 m.

GDP 10b. Sus| 30b. Sus

Per capita income 1.000 Sus| 3.000Sus

Exports 1.5b. Sus| 12b. Sus

Imports 1b. Sus 9 b. Sus

Public investment 0.6 b. Sus 3.6b.Sus

Private investment 0.2 b Sus 1b. Sus

Rate of Unemployment 0.1 0.07

Informal employment 0.7 0.8

Gas revenues 0.5b.Sus| 5.5b. Sus
-ini coefficient 0.49 0.47
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Historic characteristics

» Bolivia has a tradition of weak institutions, it has been
characterized within the group of fragile states.

» History of political instability. Representative democracy is
new, it started in 1982.

» The civil society, social movements are stronger than the
State. The great institution is “la movilizacion en las calles”
(street demonstrations), from here the actors obtain
favours from the State, by non institutional routes.

» Informal institutions are stronger than formal institutions.

» Each government starts from the scratch, discarding old
and existing institutions. There is no time for institutions
to mature.

» The country is Presidentialist, the President is the strongest
institution, the check and balances have been weak.

» According to some, preconditions for good governance
don’t exist. However, there is always space for institutional
change.

» All  governments, from left to right, have been

patrimonialist.

Research Questions

» This work aims to identify the critical factors of Bolivias
institutional reforms which impacted poverty reduction and social
inclusion

» This work analyses two periods:

I. During the implementation of reforms driven by the Washington
Consensus

2. The phase of anti-market reforms, during the Government of Evo Morales

» In each of these periods Bolivia became an_ example of best
ractice for institutional reforms, in one case following a market
ogic, and in the second, dismantling market reforms

» For each period | will try to identify if reforms were positive and
had an impact in the fight against poverty and generation of
social inclusion.

» The final question looks into whether pro-market reforms or anti
_malrke_ts reforms are better for poverty reduction and social
inclusion
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Best practice of the Washington Consensus

»Between 1985-2005 Bolivia became an example of best practice for
institutional reforms as promoted by the Washington Consensus.

»Bolivia in 1985 was comin? out of a period of hyperinflation (22,000%), for
this reason, many sectors of society accepted market reforms.

»In this Eeriod Bolivia did everything that was recommended by the World
Bank, IMF and IADB. The drivers of change were the multilateral donors.

+Public enterprises were privatized (hydrocarbons, mining). Some reforms
were encouraged such as decentralization, gender, systems of sectorial
regulation, modernization of tax revenue and customs institutions.

»The PRSP process was implemented, but without society ownership. NGOs
and aid agencies were the main actors.

+Foreign investments were provided guarantees, development of check and
balances (accountability) were supported, the economy was opened to
international markets.

»The reforms were made taking (one-size-fits-all) blueprints of the
international aid cooperation, without understanding the local context.

»For their love of civil society, bilateral donors did not support all of the
reforms, especially the privatization of public enterprises.

»There was no harmonization between bilateral and multilaterals, in fact
there was disagreement. kEach one had their own agenda.

Best practice of the Washington Consensus

» Bilateral donors made efforts to encourage social participation and
criticized political parties.

» Civil society did not own the process, it was owned by a few parties and
in particular the International Cooperation - for this reason, people saw
this reforms as “foreign”.

» Soaal inclusion was at the centre of the process, pamcular[y creating
regional equity through development of territorial decentralization in
favour of municipalities.

» The country was trapped by the conditions set by the International
Cooperation which provided 50% of public investment.

» The results attracted foreign investment, in particular in hydrocarbons.
The average GDP growth was acceptable, near 5%.

» Poverty reduction was marginally achieved, in particular, there was a
reduction in the rural-urban equity gap.

» Poverty reduction programs of the International Cooperation failed, the\F
were never sustainable. Unfocused programs, for very mited groups o
population.

» The Cooperation was more successful promoting institutional reforms
such as decentralization and gender issues.

» Privatizations, in a country used to see natural resources owned by the

tate, generated social unrest. Social mobilizations expelled the

heral government”, in 2002.
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Outcome of the Washington Consensus Experience

» In general, reform outcomes were positive:

There was some minor poverty reduction, and progress towards territorial
decentralization in favour of municipalities

Public investment resources were decentralized in favour of rural
municipalities. The economic and social gap between urban and rural areas
was reduced.

There was minor institutional modernization in public administration and the
Judiciary

Social sectors related to rural areas were empowered. New political elites
emerged from rural areas.

Economic reforms attracted private investment in hydrocarbons and mining.
Central Bank independence was achieved.

» However there were negative aspects:

Privatizations in hydrocarbons, mining and telecommunications. Particularly
in a country used to see the property of natural resources owned by the state.
The process was owned by political parties and international cooperation
without participation of civil society.

“Best practice” of anti-market reforms?

The Government of Evo Morales (2005-2014) replaces a Republican State for
a new Plurinational State, and starts a process of dismantling institutions.
Paradox: Institutions are being destroyed, but new ones are not created yet.
International Cooperation supports this institutional dismantling, although
they were built by the same International Cooperation.

This Government period coincides with the boom in prices of exported raw
materials (gas and minerals). The nominal value of these raw materials went
from 1.5b Sus to 12.b. $us.

Government re-nationalised what it previously privatised (hydrocarbons and
mining). This shows that institutional achievements can be reversed,

Drivers for change are not donors anymore, now it is the President, his party
and social movements that support him. They own this process of change.
Donor’s dependence no longer exists since oil revenues have risen from 0,5b
$us to 5,5b. $us. Cooperation support is minimal, 20% of public investment.
In this period, Bolivia became a middle income country. Income per capita
went from $us. 1.000 to $us. 3.000 . For this reason, DFID, Dutch and
Swedish cooperation's left the country.

Bolivia has more fiscal resources than ever before, and the international
ooperation mistakenly provides budget support.
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“Best practice” of anti-market reforms?

+ The Cooperation begs for government attention, it entered an identity
crisis. To have validity, the cooperation supports the government
without any self-criticism.

» The cooperation abandoned the institutional capital that it created, for
example, decentralization, gender, human rights and democratic
development issues.

» Multilaterals support building roads IADB, CAF, because it is easier to
disburse resources in this way, without looking at the quality of
expenditure. This kind of support also does not generate political
problems.

» The Cooperation is aligned to government's plans, for fear of being
expelled, USAID was expelled. Alignment for fear, not for conviction.

+ Harmomzation does not exist, each donor follows its own agenda.

+ The emerging donors (Cuba, Venezuela, China, Korea), still do not have
power.

+ Dutch disease has emerged from the boom in raw material prices.
Nothing can compete against gas and minerals. The economic model 1s
based around extraction of non-renewable resources resulting in a
national de-industrialization.

» Company nationalisation policies have been accompanied by high
growth, discretional State expenditure, without any accountability.

» NGOs were absorbed by the government, as they had a lefust soul. They

upported the “revolution” of Evo Morales.

Outcome of anti-market reforms

» Nationalizations generated more resources for the State, Bolivia depends
more than ever on exports of natural resources, there 15 no
industrialization.

» There is acceptable growth and poverty reduction. Extreme poverty went
from 38% to 21%, basically due to state subsidies: cash and payments in
kind to the elderly, children and pregnant women.

» There are stable macroeconomic policies, annual inflation rates have not
exceeded 8%. In the last 9 years a fiscal surplus has existed

v The Government has credibility, 63% of the population supports the
government.

» Change of elites, traditional elites entrepreneurs fall, but new popular
entrepreneurs who love markets emerge. A new popular neoliberalism is
being developed.

» The government loves the State, people love markets. Conclusion: there
will not be Socialism although the government wants it.

» There 1s more social inclusion, in particular of indigenous and peasant
groups.

» New political and economic elites emerged from popular sectors.

» There is less accountability (check and balances) and there is less respect
to the Rule of Law.

ss freedom of expression and opinion.
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Recommendations

» It is necessary that the international cooperation supports the creation of
human capital and technological development.

» Donors should not leave their classic work lines of: decentralization,
human rights and gender.

» Donors should support the fight against poverty not only in rural areas,
but also in urban areas where the vast majority of poor people live.

» The cooperation must help create work stability for government officials,
in order to create partners to work with. But it does not do so.

+ Bilateral cooperations have little economic power, so it would be wrong
for them to work in small poverty reduction programs, dispersed in the
rural area.

» However, they are opening new areas - adaptation to climate change,
social management of water resources.

» New institutions need technical cooperation, professional training,
technical training. There is where cooperation can assist.

» The government should not ask for budgetary support, but for technical
assistance to improve delivery capacity of government officials.

» Justice system reform requires support from the international
cooperation
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O Presentation Transcript

Thank you for KOICA, thank you for Ministry of Foreign Affairs, for this invitation. | will talk about Bolivia, best practice[s]
of the Washington Consensus, and best practice[s] of anti—market reforms. It s not a joke, it’ s true. Please look [at]
the data. The increase in population, the increase in GDP, per capita income, exports/imports, public investment,

For the context, | want to explain some characteristics of Bolivia. Bolivia has a tradition of weak institutions, instability.
Representative democracy is new, it started in 1982, The civil society, social movements, are stronger than the state,
The great institution is the street demonstration: if you want your team to win the soccer cup, or you want to have
the best girlfriend, you have to do a street demonstration in Bolivia, This is political culture in my country. Informal
institutions are stronger than formal institutions. Each government starts from scratch, discarding old and existing
institutions. There is no time to mature institutions. The country is presidentialist. All governments, from left to right,

have been patrimonialist,

My questions:

This work aims to identify the critical factors of Bolivia' s institutional reforms, which impacted poverty reduction
and social inclusion. | want to analyze two phases: one, during the implementation driven by the Washington
Consensus, and the second phase, anti-market reforms during the government of President Evo Morales. In each
period——in both periods—Bolivia became an example of best practices of institutional reforms. | will try to identify
reforms [that] were positive and had an impact in the fight against poverty and generation of social inclusion. The final
question looks into whether pro—market reforms or anti—market reforms are better for poverty reduction and social
inclusion. Best Practice(s) of Washington Consensus: Between 1985 [and] 2005, Bolivia became an example of best
practices of institutional reform as promoted by the Washington Consensus. Bolivia was coming out of a period of
hyperinflation (2,000 percent). For this reason, many sectors of society accepted the market reforms. In this period,
[we] did everything that was recommended by the World Bank and the IMF. The drivers of the change were the
multilateral donors, Public enterprises were privatized, Foreign investment were provided guarantees, development of
checks and balances (accountability) was supported. The economy was opened to the international markets, The
reforms were made taking blueprints of the international cooperation without understanding the local context. For their
love of civil society, bilateral donors didn’ t support all of the reforms, especially privatization of public enterprises.
There was no harmonization between bilateral and multilaterals. In fact, there was disagreement. Each one had
their own agenda. Bilateral donors made efforts to encourage social participation, and criticized political parties.

Civil society didn’ t own the process. Social inclusion was at the center of the process, especially in creating
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regional equity. The country was trapped by the conditions set by international cooperation, which provided 50
percent of public investment, The results attracted foreign investment., Poverty reduction was marginally achieved,
and in particular there was a reduction in the rural—urban equity gap. Poverty reduction programs of international
cooperation failed. The cooperation was more successful promoting institutional reforms such as decentralization
and gender issues. Privatization in a country used to seeing natural resources owned by the State generated social

unrest, Social mobilization expelled the neo—liberal government in 2002,

Outcomes of the Washington Consensus:

Everybody hates, in my country, the Washington Consensus. But in general, the outcomes were positive, There
was some minor poverty reduction, and progress towards territorial decentralization in favor [of] municipalities. Public
investment resources were decentralized in favor of rural municipalities. The economic and social gap between
urban and rural areas was reduced. There was minor institutional modernization in public administration and the
judiciary. Social sectors related to the rural areas were empowered. New political elites emerged from the rural
areas. Economic reforms attracted private investment, especially in hydrocarbons and mining. However, [there were]
negative aspects: privatizations in hydrocarbons, mining and telecommunications, particularly in a country used to
seeing the property of natural resources owned by the state, The process was owned by the political parties and

international cooperation without participation of civil society.

Best practice(s) of the anti-market reforms:
The government of President Morales, [from] 2005 to now [2014], replaced a Republican State [with] a new

Plurinational State,

Paradox:

Institutions are being destroyed, but the new ones are not created yet, International cooperation supports this
institutional dismantling, although they were built by the same international cooperation, This government period
coincides with a boom in prices of exported raw materials (gas and minerals). Government re—nationalized what
had previous been privatized (hydrocarbons and mining). This shows that institutional achievement can be reversed.
Drivers for change are not donors anymore, now it s the President Morales, his party, and social movements that
support him, They own this process of change. Donor dependence no longer exists since oil revenues have risen
from 0.5 billion to 5.5 bilion dollars. Cooperation support is minimal, 20 percent of public investment. Bolivia has
more fiscal resources than ever before, and international cooperation mistakenly provides budget support. The
cooperation begs for government attention. It entered an identity crisis. To have validity, the cooperation supports the

government without any self—criticism.
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The cooperation abandoned the institutional capital that it created, for example, decentralization, gender, human
rights, and democratic development issues. Multilaterals support building roads, IADB, World Bank because it [is]
easy to disburse resources. The cooperation is aligned to government plans, not for Paris Declaration, just for
fear—for fear of being expelled. USAID was expelled. Alignment for fear, not for conviction. Harmonization doesn’ t
exist, Each donor follows its own agenda. ‘Dutch disease’ has emerged from the boom in raw material prices.
Company nationalization policies have been accompanied by high growth, discretional state expenditure, without
any accountability. NGOs were absorbed by the government, as they had a leftist soul. They supported the

‘revolution”  of Evo Morales. Nationalization generated more resources of the State. Bolivia depends more than
ever on exports of natural resources. There is no industrialization. There is acceptable growth and poverty reduction.,
There are stable macroeconomic policies. The government has credibility: 63 percent of the population supports
the government, We have [a] change of elites: traditional elite entrepreneurs fall, but new popular entrepreneurs who
love markets emerge. A new popular neo—liberalism is being developed. The government loves the State. But the

people love the markets.

Conclusion:

there will not be socialism, although the government wants it. There is more social inclusion, in particular of
indigenous and peasant groups. New political and economic elites emerged from popular sectors, There is less
accountability (checks and balances), and there is less respect [for] the Rule of Law. There is less freedom of

expression and opinion.,

Recommendations:

It' s necessary that international cooperation support the creation of human capital and technological development.
Donors should not leave the classic work lines of decentralization, human rights, and gender, Donors should support
the fight against poverty not only in rural areas, but also in urban areas: 66 percent of the population of Bolivia
lives in urban areas. The majority of poverty is in the urban areas. The cooperation must help create work stability
for government officials, in order to create partners to work with, But it does not do so. Bilateral cooperation have
little economic power, so it would be wrong for them to work in small poverty reduction programs, dispersed in
the rural areas. However, they are opening new areas: adaptation to climate change, social management of water
resources, for example. New institutions need technical cooperation, professional training, technical training. That is
where cooperation can assist. The government should not ask for budgetary support, but for technical assistance
to improve the delivery capacity of government officials. Justice system reform requires support from the international

cooperation, Thanks a lot,
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Speech V,
Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you very much. Now, from Bolivia, we heard a very interesting case of how the donors in Bolivia engaged
with each other in different regimes. So it gave us more, sort of, depth and understanding [of] the context in which
donor/recipient relationships occur, and development takes place. Now | would like to change the continent, We are
now going to Africa. Come with me. Mr. Frederick Golooba—Mutebi is an Honorary Research Fellow at the School

of Environment, Education and Development at the University of Manchester, but he will be talking about Rwanda.
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“Making Aid Work — The Rwanda Story”
B Frederick Golooba—Mutebi
Honorary Research Fellow at the School of Environment, Education and Development (SEED) at the

University of Manchester

O Presentation Materials

*Making Aid Work -
The Ryanda Story

The Seoul ODA International Conference
September 2, 2014
Frederick Golooba-Mutebi (Independent researcher & Analyst)

Rwanda geographical location

= Small country of
26,338

km?
= 10,537,222 inhabitants

= GDP per capita: $644
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*Lack of financial resources
*Lack of skills

*Small private sector (unemployment & slow
employment creation)

*Weak state institutions (limited capacity for policy
formulation & consistent implementation; weak
vertical & horizontal coordination)

*Lack of elite political commitment (wrong incentives)
*Political context - exclusion, insecurity, instability

* Problems facing countries in pursuit of
development

*Financial - via GBS, NGOs, and directly to
projects (in some cases implemented by
foreign contractors)

*Technical assistance - foreign
experts/consultants

*Goods/materiel (medicines, equipment)

*The kinds of assistance (well
meaning) donors give
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*Short-term success, long-term failure
(lack of sustainability)

*Sub-optimal outcomes

*|solated cases of long-term success /
impact

*Common outcomes
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Met enrolment

ratioin primary 7% B6.6% 96.5% 100%
school.

Proportion of

pupils starting

grade one who 24.1% 51.7% 78.6% 100%
reach last grade of

primary school.

Literacy rates of

women and men 57.4% 76.8% 83.7% 100%
aged 15 -24 years.

Under-five

mortality rate per 141 196.2 152 76 47
1000 live births.

Proportion of one-

year-old children
immunized against 91% 87% 85.6% 95% 100%
measles.

Maternal mortality

ratio - deaths per
100,000 live 1,300 1071 750 476 325

births.

Birth attended by
skilled health 26% 31% 38.6% 69% 90%

personnel

* Evolution of some social indicators

Poverty & Extreme Poverty Headcount (EICV3)

Province 2000/01 2005/06 2010/11

Kigali City 22.7% 14.5% 20.8% 12.9% 16.8% 7.8%
Southern  65.5% 44.7% 66.7% 44.9% 56.5% 31.1%
Province

Western 62.3% 40.4% 60.4% 37.7% 48.4% 27 .4%
Province

Northern  64.2% 46.5% 60.5% 39.1% 42.8% 23.5%
Province

Eastern 59.3% 39.4% 52.1% 29.9% 42.6% 20.8%
Province

Urban 28.5% 16.0% 22.1% 10.4%
Rural 61.9% 39.5% 48.7% 26.4%
Total 58.9% 40.0% 56.7% 35.8% 44.9% 24.1%
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*Political commitment - driven elites (govt on a mission & in a
hurry: reformist with grand ambitions (in health, education,
agriculture, local government, economy)

*Conducive political environment: power & responsibility
sharing among potential political rivals (sectarian extremists
excluded - devt, not negotiation): Good for the indispensable
political stability (contrast with Mali, CAR, South Sudan, DRC)

* Application of neo-traditional practices to the pursuit of
delivery: imihigo(performance contracts); ubudehe
(communal self-help); umuganda (communal work/public
works)

*Preference for what is practical/what works as opposed to
what meets the approval of foreign actors/donors (imidugudu;
crop intensification)

*Delivery as a source of legitimacy for the RPF and the
consensus model of politics (why is legitimacy highly prized?)

*Donor coordination/coordination with donors / NGOs -
government taking the lead

* Anti-corruption (tough line against graft and diversion of state
resources)

*Key Enabling Factors (2)
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The following are important (in addition to money & technical
& other assistance):

*Political elite commitment to the pursuit and achievement of
development goals (agenda setting/ownership)

* Conducive political environment (not necessarily a
conventionally ‘democratic’ one - peace and stability are more
important)

*Modesty / flexibility among donors (allow governments to
experiment/do not impose templates)

* Pre-conditions for success-
some lessons
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O Presentation Transcript

Thank you very much, Professor Kim, | would like also to thank KOICA and the Ministry of Foreign Affairs of Korea
for inviting me here. This presentation is a story of a small country in the Great Lakes Region of East Africa. It' s a
rare story of success on a continent where we don’ t have a great deal of success, but also a continent where we
have a very long history of development assistance, much of whose results we don’ t see a lot of after so many
years of it happening. Now of course, the story of Rwanda and development aid is very complex, and this is only a
very simplified version of the story. But | hope that the simplified version will allow me to say a few things, possibly

a few provocative things that will help us have a good discussion afterwards.

As the maps shows, that tiny dot you see is roughly where Rwanda is located. It' s a small country, densely
populated, with a very fast—growing population, Just to remind ourselves of the problems that face countries such as
Rwanda or other countries in Africa that receive aid, we all know that there is a lack of financial resources, there’ s
a lack of skills, a small private sector, therefore high levels of unemployment, small rate of employment creation,
state institutions tend to be weak, characterized by a limited capacity for policy formulation as well as consistent
implementation. The vertical and horizontal coordination of both implementation and policy—making is very weak.
Among the ruling elites, there is usually a marked lack of commitment to development, with people being driven more
by the desire to stay in power, a desire to win elections, where democratization has happened, and also a desire to

promote things that are not entirely connected to development,

The political context in much of Africa is one of palitical exclusion, which tends to cause insecurity, and therefore
instability. And in the incidence of instability, there is very litle development that can happen. Now, the kinds of
assistance that donors give to countries such as Rwanda comes in the form of financial assistance, this may be in
the form of general budget support. It could come through NGOs, or even directly to projects, in some cases, projects
implemented by foreign contractors, It could be technical assistance—foreign experts or consultants accompanying
aid. It can also be material goods: it can be medicine, it can be equipment of different kinds. In terms of outcomes,
after so many years of development assistance in Africa, what we see are short—term successes. We also see
a great deal of long—term failure, and this is defined in many cases by lack of sustainability, We see sub—optimal

outcomes, and also a few isolated cases of long—term success or impact.
Now, this graph here shows what is happening in Rwanda, or what has been happening in recent years in Rwanda,

by way of aid that comes into the country. This graph shows aid going to different sectors, with health getting the bulk

of the aid, agriculture, decentralization and local government, education, and so on. Rwanda has been receiving
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a lot of aid. Now, contrary to what most people say, Rwanda doesn’ t get significantly more aid than its neighbors,
And some people tend to say, well, Rwanda has been successiul because it gets aid. Yes, true, but there is another
story to this. This graph here shows aid coming from different providers: some countries and institutions have been
very generous towards Rwanda, giving it a lot of money. This money has gone into enabling the government to get

some of the things that it is getting done to happen.

Now, at the same time, in Rwanda, | get struck by the extent to which | hear officials, but also ordinary Rwandans,
talking about the necessity to wean themselves off aid. They want to be free of aid. Of course this is easier said than
done, but as you can see from this graph, as aid has grown, so has the capacity of the government of Rwanda for
local revenue mobilization. One hopes it would be able to achieve their objective of reducing their dependence on
aid. As a result of this aid, some of the things that have happened can be seen in the evolution of some of these
social indicators, You can see these from the slides in my presentation. Net enrollment in primary school has gone
up; the proportion of people starting grade one [following primary schooll, that has grown; literacy rates have gone
up; under—five mortality has fallen; and so on and so forth, Now this shows the radical reduction in the extreme:---
in the poverty and extreme poverty head count, not just in Kigali, as some people claim—some people are very
fond of claiming that, oh, the good story in Rwanda is only in Kigali, the capital city. | beg to differ, The good story is
across the entire country, as you can see from this table. The poverty and extreme poverty head count has fallen

drastically across the entire country.

Now of course, as | said at the beginning, aid is part of this story, But there are other factors that explain what is
happening in Rwanda, or has been happening. One is political commitment. Rwanda is run by a very committed and
highly—driven elite, Now the government is a government on a mission., As some people say, it is also a government
in a hurry. It' s a government with grand reformist ambitions across a wide array of sectors. The political environment
in Rwanda is one of power— and responsibility—sharing among potential political rivals. Now, there are groups that
have been excluded from this power—sharing, and those are the extremists, the extremist Hutu element mainly, and
this is good as far as I m concerned for the very indispensable political stability without which development cannot

happen. And one can contrast Rwanda with countries like Mali, South Sudan, and so on.

Now, Rwanda has also been very adept at using neo—traditional practices. Practices that were helpful to them
before colonial rule have been revived, things like performance contracts (there are, in Rwanda, words or concepts
to define these things), communal self—help, there is a great deal of communal work for public projects. This can
be seen by way of the entire country doing communal work every last Saturday of the month. So Rwanda is a

country that is busy—not just the leaders, but also the ordinary citizens. In Rwanda, there is also a preference by
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the government for what works, as opposed to what meets the approval of foreign actors or donors. Now, this can
be seen in the degree to which donors have fought with government, running battles over specific kinds of things
that the government has wanted to do [and] donors didn’ t like them, or they didn’ t think these things would work.
The government has been persistent in pursuing these objectives, and as we can see, it has been very successiul
in many instances. There are instances where it has failed, but the government of Rwanda is not a government
that is afraid of experimentation or failing and starting again. Delivery of public goods or development is a source
of legiimacy for the Rwandan Patriotic Front [RPF], the ruling party. And legitimacy is highly praised because the
Rwandan Patriotic Front can only retain power if it convinces the majority that it is in power to deliver the things that

are important to them, not to serve its own interests.

Now, the Rwanda government is also very persistent in its attempt to coordinate donor activity, Now, in the [African]
Great Lakes Region, Rwanda is the only country | know of that restricts every donor to three sectors. Now, there” s
no donor in Rwanda that can work in more than three sectors and that has been dictated by the government in
order to try and make aid much more effective than when donors would be spread over a whole range of things,
doing small bits of things here and there, and doing them badly. There is a huge anti—corruption stance by the
government. If you steal public funds in Rwanda, you can be sure you Il be punished. So, there is very little
corruption in that country. So, as all donors say, in Rwanda, you can see value for money. You give them money
to do something, you can be sure that that” s precisely what they are going to do.

In terms of lessons, and these are not just the lessons, but these are things I' ve drawn from my own experience
observing Rwanda, but also observing Uganda, which is where | come from, | think that elite commitment is very
important. You can pour as much money as you want into a country. If the ruling elite is not committed to development,

that money will not do what it is supposed to do. And in Rwanda, you can see what commitment has done.

Now, the political environment in Rwanda. Before 1994, Rwanda was a highly exclusive society where only one
group was in power and excluded everybody else. Now, since 1994, there have been serious attempts at building
an inclusive political system, and this in my opinion has helped keep Rwanda stable, and therefore enabled the
government to pursue its development goals. Now, a conducive political environment does not necessarily mean
one that is democratic, in the conventional sense, where you have liberal multi—party adversarial competition. But it
can be one that is democratic in a very unconventional sense, such as in Rwanda, where there’ s a high premium
attached to maintaining peace and stability rather than simply changing governments or changing leaders or having

political competition, where parties can be seen to fight each other, or quarrel with each other in public,

Now the other thing that | have seen, as far as my observations have allowed me to do, is that there is a need
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for donors or development partners to be modest. And | think that there is a tendency in Alfrica for development
partners, or at least some of them, to come to Alfrica, knowing what the problem is, but also with a ready—made
solution, And in this sense, they tend to want to impose solutions which don’ t work in the context that they are trying
to work with, | think it would be helpful if donors could be a little more modest and flexible in their approach, and

allow governments, when necessary, to experiment so that they don’ t impose templates.

Now, | have seen from working in Rwanda that the government of Rwanda is a learning government. It experiments
a great deal, it fails a lot, but it also achieves a great deal of success out of its desire to experiment with different
kinds of things. But of course, this means that this happens at the cost sometimes of good relations with donors.
It is the one country that | know where the government and donors are in a very interesting relationship. It' s a
relationship where donors appreciate this government for its effectiveness, but it s also a relationship where they’ re
not very happy about Rwanda’ s not always listening to them, because Rwandans know where they want to go,
they have their own agenda, and they are very determined to implement it. I Il stop there, and thank you very much

for listening to me.
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Speech VI,
Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you very much. Now the plot thickens, Now we' ve had stories about democratic development states that
are producing good results, and Thandika' s strong wish to have democracy firmly established, and we also heard
in the morning, Professor Huck—ju Kwon from Seoul National University talking:-- sharing the results of the more
macro cross—national research that had some dubious relationship between corruption, development, democracy,
democratic institutions, and so on. So, with these individual cases, and the broader cross—national study, | think we
have a very interesting stew that is brewing. Last but not least, let me invite Mr. Jaime Faustino. He' s the Program

Director of Economic Reform and Development Entrepreneurship from The Asia Foundation, representing an NGO,
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O Presentation Transcript

Thank you very much. Good afternoon, everybody, and again, thank you to KOICA and the Ministry of Finance [ie.,
Foreign Affairs] for inviting me to speak. Policy reform to promote effective institutions is probably one of the most
difficult challenges in development. I ve worked in the Philippines for about 15 to 20 years, working with donors
and local partners, trying to do some transformative reforms. I Il explain those in a few minutes. So today I' m going
to explain to you a model that has emerged from that practice. I m going to try to stick to the actual questions that

the conference organizers gave me,

All right, let me give you a little background. For many of you who are not familiar with The Asia Foundation, its
establishment was here, in the 1950s. We have an office here in Korea, Japan, and other places. This is the way
we conceive of institutional change: we’ re really focused on changing policy, changing incentives and behavior,
and improving outcomes. So let me give you--- | worked on maybe a dozen reforms, I' Il just give you a snapshot
of several of the reforms we' ve worked in, and some of the impact, On civil aviation, some of you have maybe
flown to the Philippines on low—cost carriers. We helped bring Jin Air and Jeju Air and some of the other [carriers]---
Asiana--- to fly into the Philippines. [It] started initially in 1993, we had a series of setbacks: -+ this is where the politics
comes into the equation. And then we promoted a little further liberalization, and now we have a second Open Skies
policy for all secondary gateways. It' s just an example of policy reform. Another example is work we™ ve done to
promote secure property rights. A project we worked on introduced a two—page law, actually a very simple thing,
through legislation, and it created a 1500 percent increase in performance in titing of the government, That' s a
government institution—same personnel and same budget, basically—and it allowed this significant increase in
performance. The third one—it’ s the most recent battle that we fought—is looking at the work we did on raising
excise tax on tobacco and alcohol. The top line you see there is taxes on tobacco, in its first year of implementation
last year. The people who worked on this, ourselves included, worked for 15 years to try and put this in place. So,
there’ s a series of setbacks, depressing in many cases, as you' re trying to maneuver through the politics and build

a reform coalition. We passed the law in 2012.

Okay, so, here’ s the question: What kinds of tax-- So, you can describe them as “wicked”, which means that
they’ re multi--- There' s a working definition for “wicked.” It came up in the 70s for problems that are interdependent,
they’ re multi-causal——many organizations, many individuals. Sometimes | think of traffic as a kind of wicked
problem, It' s also compared to--- There’ s also literature on complexity, So, it' s closely related to that. Another
assumption we make is that there is both a technical side to the work as well as a political dimension. And so | think

that, increasingly, people are recognizing that the political dimension is equally important. And of course, you' ve
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heard it from some of the other presentations, the importance of leadership—whether it” s the South Korean example,

or in Rwanda, the importance of leaders and elites, as well as reform coalitions,

The strategic challenge, then, is that you' re got these concepts that we' re thinking about, and how do we translate
them into operational practice? And we, as | said, we' ve been doing these reform efforts for about 15—20 years.
We finally published a book [Built on Dreams, Grounded in Reality: Economic Policy Reform in the Philippines] in
2011 on the insistence, frankly, of USAID, who said we need to learn some of these lessons. ' d actually never
written anything before then, so | had to write this book. And what emerged, really, was a set of principles that
we had followed to pursue many of these reforms. So we talk about: here’ s the basic model, technically sound,
politically possible, bringing in the two dimensions, an iterative and entrepreneurial process, and the importance of
leaders and coaliions. I Il go through each one. So here, when we' re trying to determine ‘technically sound” and

politically possible’ , we' re trying to find that unique solution set that will give us scale, impact, sustainability, and is
politically possible to introduce. It' s extremely difficult to find it. And you often—and this is the iterative part—you don' t
know it in the beginning, because sometimes it depends on the political context that you--- and the political context
obviously, as you know, changes rapidly. So, how then do you figure out what the technically sound, politically
possible solution is? Now this is where we get into a little bit of a difference of opinion. | know there’ s a huge
emphasis on evidence—based approaches. Evidence—based approaches, [as] we look at it, only really work when
you can quantify the risks. So if you go to a casino or you ride an airplane, you know the risks, and you can figure
out what to do. And for those kinds of problems where risk is quantifiable, use science. That is the correct solution,
But there” s a whole set of problems: what school you should go to, who you should marry, what career you should

do—those kinds of questions, you cannot guantify the risks. And development falls into that category of challenges.

So, when we' re trying to deal with problems where you cannot quantify risk, this is the way we approach it: partly
science, and then we add a second dimension, which we refer to as craft. And here we make small bets. We test.
We use our ideas and lessons from the past. And the third dimension we refer to as art: your imagination, your
creativity, Combining those three, what you end up with is intuition, hunches, educated guesses. Now, there’ s
enough research, if you talk to businessmen in Fortune 500 companies, 50 percent of their decisions are often
based, and they will admit it in private, on educated guesses. And that’ s the realm. So we have to take a few bets.
So, how do we introduce now the way we work:-- how do we apply those kinds of concepts into development
thinking? Well, we take the theory of change on Day 1. We have a current situation, we have an idea of what
an improved social welfare situation would ook like, We do some analysis, then we do some action. You test out
your ideas, because basically what you have is a hypothesis, Then of course, if everything works well, reform is

infroduced, and incentives and behavior change.

200 | The 8th Seoul ODA Conference

1 20141020 ODA Z U210 A.indd 200 2014-10-23 2= 5:311g



L "EEEN T |

[ The 8" Seoul ODA International Conference ST |

But in reality, from the beginning, many things—this is where the project lives——many things don’ t go as planned
from Day 1. So, some things work and some things don’ t. And so, our projects, where they actually do most of their
work is in that pink box [shown on the slide]. We test out ideas, we go back and do more analysis, we go back
and do more action, and through that process, we can find the technically sound, politically possible solution, And

it a reform conjuncture occurs, which is often unpredictable, then our team is ready and prepared.

The final dimension is the leaders and coalitions. So, here, echoing what Frederick said, some intellectual humility
lis called for]. It' s one of the key characteristics to be able to admit, well, sometimes you don’ t know, or sometimes
you' re guessing, or sometimes you were just wrong. Grit—the ability to persevere despite setbacks and failures.
Many of our local leaders, if you look at the reform efforts that | explained, they worked over a 15— to 20—year
period on the excise tax. It was 15 years, No donor, frankly, is going to support you through that 15—year period.
The ability of these leaders to persevere, pursue their vision, with or without donor support, is exactly the type of
development partner we' re looking for. And of course, this final piece, these types of leaders value autonomy. The
desire to be self—directed. So, | have found that they re not attracted to contracts, they' re attracted to genuine
partnerships where they’ re figuring things out together, Giving people autonomy under normal, traditional donor
projects, which have scopes of work and deliverables, is probably the biggest challenge, because they want to have
a say in how the project is going to proceed. Okay, so what kinds of support were effective? Of course, of course,
many of these reform efforts were done under grants from either USAID or the Australian government. They promoted

‘learning by doing’, collective agenda—setting, and an ability to incorporate new developments and jointly adjust
strategies, activities, and outputs, And of course, in that sense, they were able to attract the right type of leaders,
So here is kind of what the model looks like: you™ ve got local leaders and government, as well as private business
associations or civil society organizations, and you build a coalition amongst the various people who you think will be
helpful and useful. So here [are] just a couple of thoughts in conclusion. While this model-++ This is a paper | would
encourage you to take a look at it, it s by my good friend there, David Booth. It was written, this paper, looking at
two of the reforms [ “Aiding institutional reform in developing countries:] Lessons from the Philippines on what works,

what doesn’ t, and why.” You can download it from the Overseas Development Institute [ODI] website.

We think that there is a replicable model, we” ve been using it in a number of other areas—education, disaster risk
reduction—so we think the principles of development entrepreneurship are applicable. Again, that' s what we think.
We' re conducting some:- Now we’ ve got ongoing experiments——in Bangladesh, in Thailand, in Mongolia, and in
Cambodia——to test whether or not this—oh, and soon in Indonesia— to test whether or not the key principles that
we developed in this model can be transplanted. We hope that some of them will be taken and of course adapted.

The final recommendation is for donors and partners who are here: take a look at the model, see if there’” s anything
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there for you, and certainly test out a small portion of your portfolio, These projects are very cost—effective. | think the
entire excise tax reform was 200,000 dollars to build that coalition and get that reform in place. So the returns can

be spectacular based on some of the principles that we' ve implemented. Anyway, thank you very much.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you very much. | would like to thank the presenters for keeping to their time limit. | was carefully watching
my watch to make sure that we stay on time, so that we give more time to the audience. But | have to--- | hope you
will support and congratulate them for their interesting presentations and give them one round of applause before

we go into the questions.

The six presentations dealt with very important country cases in development cooperation, and there’ s, | think,
interesting comparisons that can be drawn for both the development story of a nation or--- as well as lessons for
developmental cooperation for donors and development partners. They had different stories to tell, from the donors’

side, from the development partners’  sides, or from the global community and research and the relationship
between academia and policy—makers, and so on. So, we had a rich diversity of stories that we shared with you
today. | would now like to open the floor for our gquestions from the floor, and then | would invite the panelists to
respond to your questions. Since Dr, Tarp started from the left side of the auditorium, | will start from the right side.,

Do we have some questions starting from this end of the room? Yes? (Do we have a microphone for the front row?)
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W] Questions & Answers
m Questioner 1. Guadalupe Palomeque de Taboada

Thank you very much and congratulations for all the presentations that we heard this afternoon. | am Guadalupe
Palomeque, ambassador of Bolivia to the Republic of Korea. Maybe to Professor Toranzo, who came from Bolivia,
if you could elaborate a little more, You shared with us the experience of my country in these two periods, as you
call it, during the Washington Consensus and then, as you called too, during the anti—-market reforms. We show a
chart with certain figures which we could appreciate certain improvements and maybe increases during this second
phase. Also in the first period, the cooperation to Bolivia mainly was multilateral, and some institutions were created
according to the reforms suggested at that time. In the second period, when a deep assessment about all these
institutions was elaborated for the Evo Morales government, this cooperation actually is already there at bilateral,
trilateral and multilateral levels, too. So perhaps we could conclude, maybe, there is a lack of coherence among
different donors. This is just one issue to comment, Because we can verify this fact, for example, when two or three

projects or programs are approved on the same subject, but with the support of different donors.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you very much for that question. Do we have other questions from this side of the room, please? We' re

going--+ Okay, middle of the room? Do we have any questions? Yes, we' re going 1o the fourth row in the middle.
m Questioner 2, Areum Lee

Hello, my name is Areum Lee. I' m a high school student in Korea, And first of all, I d like to thank you for your
great presentations. It was a great opportunity. | want to ask Mr. [Toranzo] Roca, | was particularly interested in your
presentation because Jeffrey Sachs never talks about the negative aspects of the aid programs in his book, but |
was interested in knowing those negative aspects also. So my question is that, despite all the negative aspects, as
a representative of Bolivia, whether you would like to recommend this Washington:--- programs like the Washington
Consensus to other developing countries such as, | don’ t know, but++ in an economic crisis like hyperinflation,

And my second question is that I m curious to know how much Bolivia got politically intruded by the countries that
participated in the Washington Consensus, so--- | mean, did they leave right after the hyperinflation, [and] does losing

autonomy last until today? Thank you.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

ElesoN=R=1]

I
bl

32 | 203

1 20141020 ODA 2210 A.indd 203 2014-10-23 2= 5:31:&



L "EEEN T |

The 8" Seoul ODA International Conference ST |

Thank you very much. I' m very impressed with our high school students. Thank you for coming and asking very
good and difficult gquestions to Mr. [Toranzo] Roca. Could we have more guestions from the left side or the right side
of the room, please? Do we have any hands? Should we start from Bolivia? Okay, why don’ t we go back to Mr,
[Toranzo] Roca, because the two speakers from the floor had questions—a lot of questions—for you, sir. Mr. [Toranzo]

Roca, the floor is yours,

Answerer : Carlos F. Toranzo Roca (Steering Committee chairman, Strategic Research Programme in Bolivia)
Okay, thank you for your questions. | think the big difference with the neo—liberalism——institutional reforms with the
Consensus of Washington—and the second period, with Evo Morales, is who the owner of the process is. In the first
time, in the Washington Consensus, the owner of the process were the multilateral donors, especially, and political
parties. Now the difference is the owner of the process is the President, his political party, and social movements,
But we have some paradox. In Bolivia, with Evo Morales, the poverty reduction is 25 percent. But why? President
Morales used the policies of bonds——costs money for the people, for the elderly, for the pregnant women, for the
children who are studying in the public schools. These policies were recommended by the World Bank 20 years
ago, and the leftist government of Mr. Morales used these policies. So we have a conclusion. It doesn’ t matter the
color of the cat. The crucial issue is if the cat catches mice. You can’ t use each--- one kind of policy or other kind

of policy.

The second question—I know Mr. Sachs always wrote about the positive aspect of the reforms. But he forgot, for
example, what happened with social inclusion, what happened with the owner of the process. It doesn’ t matter for
him who' s the owner, and the owner was the donors. So the people saw the reforms as foreign reforms, because
Bolivians don’ t have the ownership of the process. More, Mr. Sachs forgot that another owner of the process were
the political parties. But political parties in Bolivia during the Washington Consensus, they didn’ t have legitimacy.
They were far [from] the civil society. So far. And Mr. Sachs maybe emphasized democracy. Now Mr. Morales
emphasizes social inclusion. But the problem is, we have to do both things together, and the big question is how
to link social inclusion with democracy. One kind of reform just is thinking of social inclusion, Another policy just
is thinking of democracy. But | think the guestion for the Bolivianos is how we can link both social inclusion and

democracy.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you, Did you also address the guestion raised by the ambassador? Is that good? Okay. And you' re happy
with the answers you' ve received? Okay, good. May | ask our two other presenters, Mr. Frederick Golooba—Mutebi

and Jaime Faustino, the same issue about ownership? Ownership seems to be coming up in all three of your
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presentations very prominently, and | wonder if you could go back to the issue of ownership and discuss that in the

context of governance”? How important is ownership in the idea of donors and institutions?

[unidentified panelist: Could you repeat:--7]

The ownership issue is coming up a lot in the last three presentations, and the question from the floor also asked
about how important is ownership in making aid work. In all three presentations, | think one of the key issues that
I ve been-- that | heard is: allow Bolivia, allow Rwanda, allow the Philippines to play a strong ownership role in its
own development trajectory. Use the donors aid to support what is happening in the country, and let the country

take the driver s seat. Is that correct? Mr. [Toranzo] Roca,

Answerer : Carlos F. Toranzo Roca (Steering Committee chairman, Strategic Research Programme in Bolivia)
| think ownership [of the] process is not only the unigue principal issue. You have to combine. Maybe you have the
ownership in the civil society. But what happened with the quality of the policies? You

have to think in both ways: in quality of policies, you have to think simultaneously [of] the ownership. For the civil
society, for NGOs, just as important: the ownership. For the donors, the most important thing is the quality. Why are
they so long? Why can'’ t they be together? Because there are two points of view, different, one point of view is of
the donor, another point of view is of civil society, But civil society is not God, and the donor is not God. Both have

mistakes. So we need to put bridges between donors and civil society.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

In the development partner countries,

Answerer : Carlos F. Toranzo Roca (Steering Committee chairman, Strategic Research Programme in Bolivia)

Of course, of course,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Yes, okay, now let me go back to Mr, Frederick Golooba—Mutebi, the same guestion.,

Answerer : Frederick Golooba—Mutebi (Honorary Research Fellow at the School of Environment, Education
and Development, University of Manchester)
Yeah, | think the question of ownership is a rather complicated one. | don’ t think that it' s possible in aid dependent

countries, or countries that are so aid dependent, for governments to claim that they have ownership of a policy.
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Because at the end of the day, whether they get aid to fund those policies or not depends on whether the donors

agree with those policies. Because where they don’ 1, they don’ t actually fund them.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
But in your presentation, wasn’ t one of your recommendations 1o let the recipient countries, even though they are

dependent on aid, to give them flexibility, to give them room to decide their path?

Answerer : Frederick Golooba—Mutebi (Honorary Research Fellow at the School of Environment, Education
and Development, University of Manchester)

Yeah, what | mean by that actually is that, | mean, there are several examples where, in Rwanda, for instance, where

the government has identified an issue or a problem that it thinks, if they were to solve that problem, it” s going to help

them achieve certain things. But it then turns out that donors actually don’ t think that that is a priority. And therefore,

they refuse to provide the funding for it. Because they say, well, we think your problems are X and Y. but you' re all

looking at A and B, and we don’ t agree with you, and so we are not going to give you the money:.

So what | was talking about is that donors should, as much as possible, and I' m not assuming that this is easy,
as much as possible, trust governments to know what their interests are, and to have the best interests of their
people at heart, because again, going back to Rwanda, | have seen examples of things that donors refuse to fund,
but because of the strong will of the government, because of their stubbornness, they actually go ahead and find
money elsewhere, and pursue these things., And at the end of the day they actually achieve some success, and
then suddenly donors start recommending the same things as best practices for other countries to copy. So | think
that it’ s+ ' m not talking about ownership, per se, but I m talking about a certain wilingness, a certain modesty
on the part of donors, to recognize where governments actually have the right instincts, and are pursuing something
that they may not think is going to work, but they should give the governments space to pursue those things, and
possibly even fund them——in case they fail, so what? | mean, the last 50 years:-- one can write tons and tons of
books about donor programs that were expected to succeed but that never succeeded, and millions and millions in
money was poured into them. So | think that governments should be allowed to experiment, and donors should be

wiling to help, as much as possible.
But the question of ownership, | think that we overrate it. Where donors:-- where government owns a policy, and

donors don' t agree with it and therefore don’ t own it, it s very unlikely that governments would be funded to do

those things.
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Moderator : Eun Mee Kim (Dean, Ewha GSIS)
So it' s not as clean—cut as we may want to see. The complexities. Okay, Mr. Faustino, from the Philippine case, is

that--- Are you also stressing the importance of ownership?

Answerer : Jaime Faustino (Program Director of Economic Reform and Development Entrepreneurship at
The Asia Foundation)

Um--- yeah, well, yes:-- But | would qualify that just a little bit. So, you know, one of the::- for some of you who may
not be familiar with the Philippines, you know these notions of elite capture, rent— seeking, regulatory capture, are
part of what make up Philippine political economy. In that situation, another assumption, the way we approach it
is [that] the government is not monolithic. There isn’ t just one. So, for example, when we were promoting a reform
in sea transport, the normal donor work, which had gone on for 25 years prior to when we started our work, was
to work with the Ministry of Transportation and Communications and the Port Authority, which is the responsible
agency. That' s the kind of country ownership definition in the narrow sense. When we were working with our donor
partners, in this case USAID, we were able to kind of broaden the definition. The main partner for the reform effort
were business associations in southern Philippines—Mindanao——and the Dept. of Agriculture: the users of the
service, Building that coalition around a different set of owners of the policy is what helped succeed to introduce the
policy. Otherwise, prior to that, the technical studies had been done——the Norwegians did one, JICA did one—and
you' re asking the regulator to commit suicide by kiling where they were making their extra money. So, of course,
as logic--+ as you would expect, the report went to sit on the shelf and it was not acted upon. So I' d like to kind
of nuance it, the country ownership, we define it more broadly on the one hand, and we ook for those individuals,

leaders, and organizations who have a real interest in promoting specific policies to improve growth and investment,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you. Yes, Mr, Van der Veen,

Answerer : Roel Van der Veen (Academic advisor to the Netherlands Ministry of Foreign Affairs)

May | add something to this discussion of ownership? As we see, there are many success stories. Ownership
plays a role, mostly ownership of the government, or wider in society, so it is an important, let” s say, indicator, But
you cannot turn it around, and it seems that if you feel a sense of ownership, that you can expect success. And
therefore, donors have to look at many more aspects--- | mean, there are many instances of ownership in Africa, of
policies that we think are disastrous. | just mention Zimbabwe. So, ownership can be nice, and can be an indicator
of success, but not [necessarily] the other way around, that if you see ownership, that you see something that you

should support. And it s always up to the donor, of course, to decide whether they should support or not. | mean,
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they have to be accountable towards their own parliament.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Steven, | think that | sense that you want to say something about this issue. Where does USAID come down on this
issue? And if there are countries that show ownership in one way or another, how do you decide from countries
that exhibit ownership that could lead to better outcomes and some other countries? And I m sure you' ve had a

full spectrum of success to failed cases. Steven? Another light, very short question?

Answerer : Steven Pierce (Special Coordinator for Development Effectiveness at USAID)

Thank you. Well, not a very short question. So, I' m going to try to say something modest now, and humble, I m
sorry, I"'m-++ | think that we run the risk of making this question of ownership overly simplistic. | want to go back to
something that Jaime said in what he called coalition—building. The way that we define ownership in USAID is whole—
of—=society country ownership. And | think one of the important results of the Busan High Level Forum was this broad
recognition that there are many more legitimate stakeholders in this endeavor that we call development than just the
donor government and the recipient country government. It s much more complex than that, All ownership, | guess
I ' would endorse what everybody said so far, is a necessary but not a sufficient condition, It may be the only sine

qua non, the only thing that that we absolutely have to have is this ownership for long—term sustainable outcomes.

| think it" s relatively easy to have short—term success in almost any development enterprise, but it s how can
those outcomes be sustained. And that’ s why we think that institutions are important, why we think systems are
important, because ultimately they’ re the ones that have to--- I d also like to address something else that Frederick
said. | think he made a number of very powerful points. And what he said about Rwanda certainly has been our
impression, But Rwanda is not the only country in Africa that has an aid management system. They may be one of
the only countries, however, that enforces the aid management system. There are a number of countries in Africa
that have very enlightened joint assistance strategies, for example. But Rwanda is one of the only countries that really
requires donors to live up to the commitments that they make in that, So it s an interesting model, but there are other
countries, you know, that have these joint assistance strategies where government and the rest of society get behind
a development plan. And that' s where | think that the ownership begins, is having a role at the table in deciding

what to do, and understanding clearly what each participant’ s role is in implementing that plan or that policy.
Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Do you have any sort ol—even if it' s not, you know, statistical——do you have sort of anecdotal evidence to share

with us, to show that if you have broader inclusive partnership with the whole of society, we have better results for
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development [and] poverty reduction?

Answerer : Steven Pierce (Special Coordinator for Development Effectiveness at USAID)

The problem is the more actors that you involve, the more messy and complex the situation gets, and the more
time--- I think one of my fellow presenters mentioned the importance of experimentation and of giving a development
initiative time to unfold. And most people who work on development programs and projects are usually not around—

—I" m talking about from the development agencies—when the projects have success.

But yes, we have done several ex post facto evaluations that indicate that different stakeholders bring different
comparative advantages to the table. The role of civil society, for example, in holding governments accountable,
cannot be overemphasized, But in the beginning it looks like conflict, you know, because you' re pitting one set of
interests against another, Over time, you know, the interests can join. But it takes that time, and too frequently, you
know, we have to give reports to our political masters, to our taxpayers, to our parliaments, that says what we did
with the resources, and there is a lot of pressure to achieve a short—term success. But yes, we' ve done ex post
facto evaluations that confirm the essential role... | think Latin America is an important case to show how civil society
contributes, whether it s the budget process of Brazil, for example, or their role in bringing down some bureaucratic

authoritarian governments, in changing to more populist or democratic governments.,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you for entertaining my question on the spot. | would like to get, perhaps, one more round of questions from

the audience. -~ Anybody? Yes, | see a hand over there, and another, yes. Two:-- from the right side of the room?
m Questioner 3. [Unidentified]

| work for KOICA as a French speaking guide. My English is so poor, but I' I fry. Often | meet officials coming from the
Alfrican continent, and they are very impressed by our success story. And very often they talk about the very strong
leadership of President Park Chung—Hee, who led the economic plan successfully. And they say, ‘We envy you
because you had a very great economic dictatorship led by this great, great man.” So, | was so confused, because
when | was young, | was so negative about his politics. But now, ' m, yes, a participant in this old generation who

appreciates a lot the very, yes, brilliant result of his strong developmental dictatorship.

So, [the] dilemma at the products of his strong leadership is so unigue. | think that there became a very strong story

and our very strong power that can be spoken [about] all over the world. I m so proud of my country and my--- our
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Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you. | think your question should be addressed by all of our panelists. | would like to see, hear, perhaps their
different responses to your very clear questions. But first, maybe we’ Il turn to Dr. Park for responses about Korea' s
development history, in particular, how we understand and take lessons from economic dictatorship—I think that” s

a little strong, but whatever:-- Please respond.

Answerer : Sooyoung Park (Director of ODA Research Team at KOICA)

Okay, this is a big guestion, and | will try my best, Well, you mentioned that this is a huge success story but | try not
to say this is a whole success story, | try to show that it is half pitfall and half success, but maybe | didn’ t do my job
best. The economic dictatorship or dictatorship issue, if | go over it, is that--- Well, | don’ t think all dictatorship is bad
or all dictatorship is like the dictatorship of Park Chung—Hee. It can be very selective, and it can produce a totally

different result from context to context. If you look at the African dictatorship, you can easily see the messy status.

And if you look at, in the Korean context:+- let’ s take a look at Syngman Rhee’ s regime and Park Chung—Hee. As
my presentation showed, in the late period of [the] Syngman Rhee regime, it was:-- he had established a de facto
dictatorship or de facto strong leadership, because his party basically governed the National Assembly also. But
at the same period, the conversion of the institution happened, that the government officials manipulated the rules
so they can get their personal benefit. But the same conditions worked in a totally different way after Chang Myun
established his cabinet. But he didn’ t last long——after nine months later, the coup d” état happened, and then Park

Chung—Hee took over the regime and then continued the reform,

So, | will--- I' d like to--- | don' t like to say that the dictatorship 100 percent was totally accountable for our
development, | prefer to say that maybe there was a piecemeal development that was picked up in the Park Chung—
Hee period, because there was basically no opposition, or a low level of opposition, against change. Maybe there
was less elite capture, as [Mr.] Faustino mentioned, or less vested interest groups, oppositions. | don’ t know whether
|-+ And then the ownership issue -+ | also agree with [Mr.] Faustino s argument that the ownership can be different
from ministry to ministry, and that the government itself is not monolithic. Well, if | share my personal experience:- |
went to the sub—Saharan country one time, five years ago, and then one person from the Ministry of Finance said
that  ‘you have to follow our joint assistance strategy and put all your assistance money to our account”  that
they established in the bank, so that they want us to put our money into budget support with no conditions. But
we haven' t done any kind of budget support at that time, and we said, o, we cannot do that, we will stil do
the independent standalone project. Because we don’ t know much about our budget, about how we do that. And

then they--- there was some kind of small argument between the person and |. And one day later, | visited another
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President Park Chung—Hee. But you' re talking about the ownership, and | recall that the moment:-- | remembered
the photo where President Park Chung—Hee insisted [on] the foundation of KIST ({the Korea] Institute of Science and
Technology) R&D center in the very early 70s. | think he was very strong and very tough with his ideas, his will, with
this plan and with the very big budget given by the donors. Can you say—[this is] to Ms. Park, who presented our

success story, or our story——can you say that he had ownership in a sense, in this context?

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Okay, thank you very much, And now we go to the gentleman to the far right of the room.
m Questioner 4. [Song Seok—yang]

Thank you. My name is [Song Seok—yang], from Saemaul Globalization Foundation in [North] Gyeongsang—do
Province. I' m wondering if the local government, or provincial government, can be a part of ODA programs in the
coming vears. For example, Gyeongsangbuk—do has been playing a part in cooperation with KOICA., We have
some success stories already in Rwanda and Ethiopia and the Philippines. So, for the coming years, can local
governments or state—level government be a partner, or actors or players, for the official development assistance?

That' s my question,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you, but | think you already answered it, that you have been doing this, but we will ask the panelists as well,

Do we have one question? Yes? We come back to the left side of the room for the last question, | think.
m Questioner 5. Yoon Kyoung Lee

Thank you, | work at KOICA, and my name is Yoon Kyoung Lee. | don’ t have a guestion for a particular person, it' s
directed to all the panelists who wish to answer, We' ve been hearing through this day about how good governance
is important for development, and how good institutions can lead to development. And | was wondering if it could
be viewed in the other way: that if you have good institutions that is an indicator that you have developed, in that
sense. So that' s my first question, and related to my question is the second. So, if we can see from that perspective,
can it change how we define what is a good governance and what are effective institutions? I m sorry if this has
already been discussed in other literature, I m not very familiar with i, so if you could--- anyone in the panel could

elaborate, ' Il be very thankiul,
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ministry, the Ministry of Education, and then the person in charge criticized the budget support system, saying that
the budget:-- the money is coming very, very slowly, because the Ministry of Finance people keep the money that
they got from the donor agencies. And then they didn’ t distribute it, and then they use the money, the power, to
take advantage or to guide the other line ministries. So, in this case, how can we say that the Ministry of Finance
has ownership, the Ministry of Education didn’ t have ownership--- This is also a very complicated issue, and even
though, if we kind of use this allegory to Park Chung—Hee s case, maybe Park Chung—Hee thinks that he has the
full ownership. But is it true? How about the ownership of the people at that time? Is his:-- all of his development plan

or economic plan conducted or agreed by the people also? So, | think that is a big question to ask first.

The second one, | think, is a simpler question, as Professor Kim mentioned that the central agents of local
government can participate in ODA, because other official flows [OOF] are coming either from the central or from
the local government, so you can participate. Or you can also do initiatives and then ask [for] the money from the

Ministry of [Strategy and Finance], from the Korean government,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you. If | may add this, I' ve also been doing a lot of research on the developmental state for the last 30 years,
focusing on East Asian cases, so if | may--- as I m the chair, can add a few sentences. Many dictatorships, in fact,
do not lead to development, In many more cases, we have dictatorships that led to corruption, rent—seeking, and no
development, and rampant poverty. So to equate the Park Chung—Hee era, to say that the dictatorship is the sole
or the most important ingredient for successful development, | think, is a mismatch, And even if you do think that a
strong authoritarian government has some role to play in our development, it” s still going a little too far to say that' s
the only thing that happened, that that’ s the most important. | would still go back to the issues, the topic of today,

about good governance and effective institutions as key to Korea' s development.

And secondly, | must add, in the lessons and--- that we share with trials and errors is:-+ the political oppression and
dictatorship is part of our history, but that is not something that we think should be taken as a lesson. It should be
taken as a lesson to avoid. We don’ t want to say that the legacy of Korean development experiences is dictatorial
developmentalism, but we want to advance and continue our work on [the] democratic developmental state that
many of our African colleagues have been spearheading that research, and | ve also participated. Even in the case
of South Korea, when we attained democracy, when we attained democratic consolidation, our level of economic
development continued and actually accelerated. So | think, even in the history of Korea, we need to take that as a
lesson that perhaps there is more to a democratic developmental state that is more inclusive, rather than a dictatorial

authoritarian state. So that’ s my two cents to add to that discussion,
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There was a question about local governments and their role in ODA, and | think Steven wanted to address that
issue, and perhaps Roel as well, because the Netherlands have done a lot in rural development schemes, and ' m

sure you had local partners in your development partners. So, Steven.,

Answerer : Steven Pierce (Special Coordinator for Development Effectiveness at USAID)

Thank you very much. | just want [to add] one very quick answer to the local government question. In the United
States there’ s an ice cream company called Baskin—Robbins. And Baskin—Robbins has 33 flavors, And every
month, they used to come up with a different flavor. And it used to be that people would accuse the donors of
having a Baskin—Robbins approach, that we would have a new flavor—of— the—month. Well, there was a time during
the 90s where local governance and decentralization was sort of the flavor, the donor flavor—of—the—month, And
| don’ t think that there” s any less attention placed on them; in fact | think if anything, what the Busan High Level
Forum did was to infroduce a concrete mechanism through which local governments could participate. On the global
partnership steering committee, the commitiee | referenced before, local governments have a seat at that table, And
they are bringing their constituencies’  priorities to this steering committee. And again, this is a steering committee
that focuses on development cooperation, on effective development cooperation, on the  ‘how  questions. And
local government has a very important seat there, So, yes, there is way for local governments to impact the global

discussion as well as continue to be part of important ODA considerations,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you. Roel.

Answerer : Roel Van der Veen (Academic advisor to the Netherlands Ministry of Foreign Affairs)

Thank you. Yes indeed, the Netherlands has also supported quite a few decentralization programs. | think on
the whole right now we have become a little more careful about it, because we see all sort of--- there are some
problems every now and then. Of course you bring governance closer to the people. But at the same time you
might enlarge some of the problems that governance had at the national level. If you do that in a situation of
personalized relationships within politics, and you bring that to the local level, usually there are less checks and
balances around the local level than there are at the national level. And there are some other problems as well. In
general, if you--- Itis hard to successiully decentralize weak states, and many poor countries consist of weak states.
It is easier to decentralize successfully strong states, so there is always a danger in that, and | think over the years
we have become more conscious of that, In connection to the more general question about effective institutions

and good governance and what comes first and so on, on the whole, | personally don' t like the word  ‘good™  in

WAtz o

I
il

Ju

A

| 213

1 20141020 ODA 2210 A.indd 213 2014-10-23 2= 5:31:&



L "EEEN T |

The 8" Seoul ODA International Conference ST |

good governance, because | think it” s too moralistic. | think just as we mention effective institutions, we should talk
effective governance. Because what is  ‘good, | mean that is somebody’ s individual thing, and on the whole, if
you talk about good governance, it s very ahistorical, and you are bound to make:-- misjudge the situations in which
governance can work and when not, As | stressed in my presentation, | like to keep it close to the society, to the
politics, economics, culture:-- of society. And what works in that situation may not work in another situation, so be
very careful if you change institutions or governance in a particular society, And it should always stay rather close to

it, whether it has the characteristics that we like or not, but in order to be effective, it should be part of that society.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

So very context—driven,

Answerer : Roel Van der Veen (Academic advisor to the Netherlands Ministry of Foreign Affairs)

Oh yeah—a lot, So, if we work in countries, we have delegated a lot of the tasks and functions of our development
cooperation to our embassies, people in the field, also NGOs. And they are supposed to work very intensely with
the people on the ground——also if you talk about decentralization, of course—and they have to try to figure out
what can work here and what not, and try to establish the ownership with the people on the ground there, and
be real partners with them, and not to come from headquarters with a kind of blueprint. Because really we don' t
know here what will work in a certain situation in a poor country somewhere in Africa, for example, I’ s much more

complicated than that.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Great, Unless we have some burning questions from the floor, I m going to return to all of our panelists. There are
really interesting, very key guestions that bring us back to the original conference topic, which is good governance
and effective institutions——whether, it we have good institutions, does it lead to development, good development
outcomes, and the relationship between effective institutions and good governance. | know Frederick wanted to

speak about something, or maybe these questions. But, Frederick?

Answerer : Frederick Golooba—Mutebi (Honorary Research Fellow at the School of Environment, Education
and Development, University of Manchester)

Yes, | think it s two things | wanted to talk about. The issue of institutions:-- | think that one of the lessons that come

out of the Tracking Development research that Roel has been talking about, and that David did mention, is that in

Asia, there was a political imperative to pursuing development, | mean, at least in the countries that the Tracking

Development research worked in, which was that governments felt vulnerable to instability, and they judged that the
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pursuit of development was one way of girding themselves against that instability.

Now we see this in Rwanda, Rwanda is a country with weak institutions, but Rwanda has achieved great strides
in the last 20 years. So institutions are growing alongside these successes that we see in Rwanda. And | think
that the important thing is that the government there has its counterparts in Asia that were looked at by Tracking
Development, So it has a vision, it has an imperative to pursue development. And it s shaping institutions to actually
achieve the goals, so it s not that we have to development institutions and then achieve development; the two can

go hand in hand.

Now talking about local governments:-- Again, as a Ugandan, coming from a country that was touted as the model
for decentralization in the 90s, and having stayed at Rwanda for some years now, in Uganda, we have a highly
democratic local government system where local governments have autonomy, they can make their own decisions,
they’ re terribly incompetent at delivering things. Because the inefficiencies you see at the central government level,
the corruption, all the malpractices, have been translated downwards. Now what you see in Rwanda is a limited
degree of decentralization, Again, the central government is using local governments to pursue its vision, So local
governments work according to the dictator of the central government, so the efficiency you see at the center is
translated downwards, because local governments don’ t have the kind of autonomy we have in Uganda. It stil
surprises me that ideologically—driven donors and academics criticize the Rwanda government for its dictatorship
because it hasn' t allowed local governments to be autonomous, So | think that in a context like Uganda, you can
give as much money as you like to local governments, You' Il get nothing out of it, or very litle. If you give money to
local governments in Rwanda, and the performance contracts relationship they have with the central state, chances

are you' re going to achieve a great deal of success. Thank you.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you. Now, | would go in the reverse order and ask the milion—dollar question that came from the floor about
institutions:-- good institutions leading to--- Do good institutions lead to development, bring development outcomes,

and the relationship between good governance and effective institutions. Jaime? Big questions.

Answerer : Jaime Faustino (Program Director of Economic Reform and Development Entrepreneurship at
The Asia Foundation)

Okay, um--- " m not gonna get the milion dollars  ‘cause | don’ t know the answer to that. | think that, yeah, | mean

I come from the kind of--- in the tradition of Douglass North and the formal and the informal institutions, norms and

values, and the interaction with organizations and individuals explains the development outcome. So in that sense,

| would lean towards effective institutions promoting development. | frankly don’ t have a sense of where the good
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governance agenda fits into that,
Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you. Frederick, do you want to say one more thing? Or, since you ve already discussed that--- okay. Mr.

[Toranzo] Roca.

Answerer : Carlos F. Toranzo Roca (Steering Committee chairman, Strategic Research Programme in Bolivia)
Yes, one thing about centralization and decentralization. | want to show the paradox. In the face of the Washington
Consensus, Bolivia built decentralization in favor of municipalities. We had

improvements in local levels, but without ownership of civil society. But now we have a big ownership of civil
society. Big power of president, big power of his party. And decentralization is coming back. So maybe, when the

government is too strong, the way is recentralization and not decentralization,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you, Dr, Park?

Answerer : Sooyoung Park (Director of ODA Research Team at KOICA)

I think the effective institution, if it means formal rules and regulations, can be good for development as long as it
is rightly implemented and enforced. If--- Even though there are many good institutions, if it s not implemented or
enforced, or if it' s not mixed, it will not be helpful for the development, of course.,

So, as my presentation said, | think that putting the right institution is an important first step for development, but the
next more difficult step will be, how do you [ensure] implementation and enforcement of the sound institutions,

And for the good governance, it s a very tough question, | think. Again, if we are defining institution as formal rules,
maybe governance is a status or situation when the formal rules are rightly implemented, for example, when we
have sound--- let’ s say, the election, institutions of elections, then it will be rightly placed and then monitored and
then implemented. And then the situation that [is] created later will be the situation that we have accountability, and

then rule of law, or voice of the people, things like this, | think that is my humble answer,

Moderator : Eun Mee Kim (Dean, Ewha GSIS)
Thank you, Roel?

Answerer : Roel Van der Veen (Academic advisor to the Netherlands Ministry of Foreign Affairs)

Another humble answer. | think with the effective institutions, it s a bit like the discussion that we had earlier about

ownership and authoritarianism. With effective institutions, you will have a bigger chance of success, but it s not a
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guarantee. Like several regimes in the rise of Asia were authoritarian, but you can’ t swing it around in the sense
that authoritarianism is a guarantee for economic success. And the same with ownership that we discussed earlier.
More important than effective institutions is what the policies are that are supposed to be implemented. | can even
imagine effective institutions that lead nowhere because the policies are wrong. Just remember the former Soviet
Union and the East bloc countries, not typically good governance countries of course, but in many ways they were
effective. But they had the kind of policies that would never lead to development. And if we remember the story of
Bolivia, you can have very different policies. We had market— oriented policy and we had anti—market—oriented

policy, and happily for Bolivia, both were quite successful.

Now, this may suggest that almost any policy will lead to success, but in reality, it' s the exception that leads to
success. Countries have tried many ways to development, and most of them failed. So it s much more important
which policies they want to implement, and then second comes how to do it. If we remember again the rise of Asia,
and | won' t talk again about South Korea, but take Indonesia. At the time when Indonesia had its take—off, there was
almost no state left to implement anything, so the army did it. But they had the right--- they had money from donors,
and they had the will to do it, at least in the army. So that is your start of institutions, really from scrap, that once you
get higher on the ladder of development, of course, you get this interaction—becoming richer, better organized, more

effective institutions, more effective governance. But the start really is with the right policies.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Thank you, Steven,

Answerer : Steven Pierce (Special Coordinator for Development Effectiveness at USAID)

Thank you. | think my chances of getting the million dollars is better if | offer two answers, and maybe choose
between them. The first answer is that, as Roel was just saying, there’ s an interrelationship between institutions and
the regulatory or the governance environment, And certainly a strong or effective governance environment can lead
to an easier growth of effective institutions, On the other hand, we' ve seen how effective institutions can work from
the bottom up to improve the, you know, the governance environment, So there is that symbiotic relationship between
the two. And | think the entry point depends from case to case to case. So, | don’ t know that we need to answer

which comes first, the chicken or the egg, | think they can grow up in a very symbiotic relationship between the two.
The second answer, and I |l just go back to a slide that | wasn’ t able to show in the presentation because the clock

stopped, was the importance of systems thinking. And instead of either/or, governance or institutions, | think, you

know, we look at the resources, roles, rules, relationships, and results—the five Rs—and they impact both the growth
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of institutions, but also the strength of the governance environment, So looking at it from a systems perspective
makes it easy not to have to answer one or the other. And so | Il take the easy way out and leave it there. Thank

youl.

Moderator : Eun Mee Kim (Dean, Ewha GSIS)

Okay, thank you, you' ve done a great job. | think, through the panelists presentations and engaging with the
audience, | think one of the problems or pitfalls of using South Korea or some of the successful cases of development
is we see the results after many years of hard work and trials and errors, and then we assume that these countries,
because they have achieved development, that everything they’ re done, or all the institutions and governance they
had, may have been ingredients for its success. So | think the:-- actually, the question from the floor asking us to

re—ask ourselves the relationship between institutions and development is very useful and very pertinent.

The discussions and presentations that we had today, | think, encourage us to do more research in this area. But it
also gives us a lesson about let’ s give it a chance, let’ s give good governance and effective institutions a chance
for development.” The Washington Consensus really failed. So why don’ t we give this a chance, given the fact that

we have many successful cases from this part of the world,

Second, more importantly, as many of us aren’ t here as donors or development institutions, UN and so on, | think
it s important that we need to provide support for institution—building as well, that we don’ t expect good governance
or governance as a priori conditions to give aid, but institution— building should be part of the aid package, so that
as the successiul cases of Rwanda or Korea or many other country cases have show, institution—building needs
to go hand—in—hand with development. It' s a process and i s a long—term process that we need to be committed
to for a very long time. So with that sort of wishy—washy but hopeful remark | would like to conclude this session,

Before | end, | would like to thank KOICA for organizing this very stimulating conference, our presenters for presenting
very thought—provoking and excellent research findings, the audience for staying with us and asking very informed,
very excellent guestions, and finally | would like to thank all the staff who make this possible, the people who work
on the audio—visual machinery that we would not have been able to have this very interesting conference had it not
been for them. So to all of us, | would like to invite you to give a big round of applause and conclude this session.

Thank you very much,
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w Closing Remarks

H In Kim

Vice President, KOICA

Distinguished participants,

Ladies and gentlemen,

This brings us to the end of the official event, the 8th Seoul ODA International Conference. Since we had several

sessions, it has been a long day. | will be very brief,

It is a great pleasure for me to see the enthusiastic and informative discussion exchanged between audience and
discussants. This year s conference is very meaningful. As pointed out many times during the conference today,
the international community is about to see a new development paradigm which will lead the development discourse
for the next 15 years. The discussions on the post—2015 development framework have put much emphasis on
governance and institutions as a prerequisite for development effectiveness and inclusive growth. In light of that,
personally | think the conference was very timely to prepare for the coming year, incorporating diverse views and
opinions. | think today” s conference was meaningful to reaffirm the importance of sound governance and sustainable

economic growth and social development,

Before closing, | would like to express my sincere gratitude and warm regards for the informative keynote speeches.
And I would also like to thank all the presenters for the great presentations and discussions, And also | would like to
express sincere thanks to my staff who made this conference very successtul. And finally thank you, the audience,
for taking time out of your busy schedule to attend the conference today. | hope to see you again next year. Thank

you,
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Korea International Cooperation Agency
Tuesday: The Korea International Coop-
eration Agency, the government body

in charge of official development as-
sistance (ODA), co-hosts the 8th Seoul
ODA International Conference with

the Ministry of Foreign Affairs on the
topic of good governance and effective
institutions.

FinnTarp, head of UNU-WIDER: Kato
Hiroshi, vice president of the Japan
International Cooperation Agency: and
David Booth, research fellow at the
Overseas Development Institute, among
others, will share their research.

For more information, visit the official
website www.seouloda.com or call
(031) 740-0329.

KOREANTHANKSGIVING DAY
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Seoul Global Center
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pants to experience Korean culture.
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"Governance key to economic development’

The Korea Herald

By Shin Hyon-hee

Some 500 top policymakers,
academics and relief workers from
around the world stressed the
significance of good governance
in achieving sustainable economic
growth and social integration dur-
ing a conference in Seoul on Tues-

v.

While definitions of good gov-
ernance may differ, thev picked
Lmnspmrm and credibility as key

calling for go
in both advanced and emerging
countries to step up efforts to im-
prove these areas.

The one-day annual event was
hosted by the Korea International
Cooperation Agency, the country's
grant aid organization, on the
theme “Good governance and effec-
tive institutions.” It was launched
in 2007 to explore top issues on
official development assistance and
enecourage knowledge- and experi-
ence-sharing between the rich and

‘Governance key to economic development’

i C

Korea |

Kim Ye

(TP

The 8 Seoul DDA International Enn!erence

HEL At 008 2L

l-ll——-hm—- '
k delivers his

add!mad&nﬁeoulcm

poor worlds.
“Good governance and_effective
institutions are pr for

results, g'mmh and mlemtwn of
a society,” KOICA president Kim
Young-mok said in his opening re-
marks.

“Even though controversy still
exists on what type nf :mornanm
fits best for a given

Agency
Conference hosted by lhe grant aid institution in Seoul on Tuesday. rocs

work together so that people in need
can benefit from democratic and
honest governance that is people-

d, and available and working

apecific level of development, nlne
big consensus is that we should all

institutions that make investments
possible and sustainable.”

Vice Foreign Minister Cho Tae-
syul introduced the role of govern-
ance in Korea's rapid economic
ascent and transformation from an
aid beneficiary to a donor.

Finn Tarp, director of the United

P

Nations University’s World Insti-
tute for Development Economics
Research, said that governance has
emerged over the last 25 years az a
“major concern for both donors and
aid recipient countries.”

He defined governance as “the
exercise and organization of po-
litical power to manage a com-
munity’s affairs” emphasizing its
critical influence on development.
With public sector management
and transparency and account-
ahility being overarching elements,
key political components include
demoeracy and representation, rule
of law, and human rights, while
public financial management and
an economic regulatory framework
SEIVE AS core economic values.

“Clarifving our conceptualization
matters because it leads to differ-
ent assessments of the quality of
governance, which can affect the
distribution of aid,” Tarp said dur-
ing his keynote speech.

Among other participants were
Kim Sung-hwan, former foreign
minister and chair of Seoul Nation-
al University’s Institute for Global
Social annslhlht}' Hirozhi Kato,
vice president of the Japan Inter-
national Cooperation Agency; Roel
Van der Veen, an academic adviser
to the Netherlands' foreign mims-
try; and Dzhurabaeva Gulnar, vice
chairman of Kyrgyzstan's Central
Commisgion for Election and Ref-
erendan.

During the later sessions, they
shared the experiences of donors
and recipients and discussed ways
to spread best practices and mini-
mize pitfalls

(heeshin@heraldeorp.com)
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Distinguished Guests,
Ladies and Gentlemen,

It is indeed a great pleasure for me to welcome all of you to the 8th Seoul ODA Intemational Conferenc
e. The Seoul ODA Intemational Conference, the first ever hosted by the Republic of Korea to discuss th
e issue of global poverty, was launched back in 2007, It was a reflection of Korea's commitment to con
tribute to promoting the shared growth of both rich and poor members of the global community.

| wiould like to thank President Kim Young-mok of KOICA and his staff for their hard work to jointly organ
ize this annual event with the Ministry of Foreign Affairs, | also wish to thank Minister Kim Sung-Hwan an
d all the other distinguished experts including those from abroad for participating in this important meetin
g.

Distinguished Guests,

As you all know, Korea has transformed itself from a poverty—sticken aid recipient to a full-fledged dono
1 cauntry within half a century, In 2009, Korea even joined the Development Assistance Committee (DA
C) of OECD — a club of advanced donor countries, A year later, as chair of G20, Korea took an initiati
ve for drawing up the Seoul Development Consensus, thereby placing development at the heart of the
G20 agenda. In 2011, as host of the Busan High Level Forum on Aid Effectiveness, Korea again playe
d a leading role in shifting the paradigm for global development cooperation from ‘aid effectiveness’ to
‘effective development” and building a more comprehensive and inclusive partnership.,

As the first recipient—tumed-donor country in the world, Korea Is now recognized by the global communi
tv as an actor to be reckoned with in the area of development cooperation, However, with its short hist
ary and experence in development cooperation, Korea cannot compete with traditional donor countries
by expanding the size of its QDA package alone, It must focus its efforts on ways to differentiate its con
tribution from that of other donor countries with its quality as opposed to quantity, The most effective w
ay for Korea to be a visible and reliable development partner is to fully utilize its unique development ex
perience, Focusing on a certain area of its specialty where its contribution could outperform the other pl
ayers could be one way of doing so, And | believe that good govemance and effective institutions — t
he main theme of this year's Conference — are the issues on which Korea can make its valuable contri
butions,
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Ladies and Gentlemen,

To eradicate poverty. intangible infrastructure such as govemance and institutions has as much importa

nt a role to play as tangible assets such as foreign aid. However, they had not received the limelight unt
il the 1980s when, after going through many trials and erors on the ODA policy, the intemational comm
unity began to realize the importance of good governance and effective institutions for development,

“Africa is not poor, but just poorly managed,” These are the words of Fresident Ellen Johnson Sirleaf of
Liberia, Nobel Peace laureate and Afiica’s first female president, What an eloquent testimony to the imp
ortance of good govemance and effective institutions!

Of course, there is no clear—cut definition of good governance and effective Institutions, However, we ¢
an benefit from the insight of Aristotle whose primary Interest lied In translating the capacity of the memb

ers of the society into thelr growing happiness, We can also be enlightened by the fact that the Greek w
ord kybematas, which is the origin of the word governance, means the steersman of a ship, As indicate

d as such, we may define good govemance and effective Institutions as a social system that provides t

he way forward to enhance people’s happiness and the quality of their life,

Korea's experience may provide a good evidence to show how important a tool good govemance and

effective institutions are to make development happen on the ground, It was truly thanks to its governan
ce and institutions that Korea was able to rise above the ruins of the war in the 1950s and escape from
the absolute poverty only in a generation or o thereafter,

At the initial stage of Korea's economic development in the 1960s and 1970s, visionary and committed
political leaders, passionate and motivated people, and the dedicated and competent technocrats forme
d a trinity in setting up the govemance to improve the quality of people’s life. The then strong political le
adership committed to overcoming national poverty instilled a ‘can—do—spiiit’ in the Korean people, And

a large pool of technocrats capable of effectively designing and implementing national development stra
teqy translated the commitment of the leaders and people into a range of effective institutions across th

e society, And this prevented the waste of the capacity and resources of Korea and its people, In pattic
ular, the government effectively utilized aid to leverage other development resources and the full owners
hip of development by all citizens played a critical role in making reform happen.

On top of this, across-the-board liberalization and full democratization in the 1980s through 1990s gre
atly contributed to moving Korea toward the next stage of development, transforming the entire society.
Increasing call for a more open and democratic society, deregulation and competitive market changed t
he role of state, As the private sector outarew the govemment. the govemment-led development plan b
ecame no longer relevant in Korea since its most important goal, that is, to strengthen private firms and
help them grow into a dynamic and sustainable engine of the national economy, had already been achi
eved,

All in all, Korea's economic growth and prosperity is the fruit of good govemance and effective institutio
ns. Korea's success story, however, Iis not always applicable to other developing countries. There is no
‘one-size—fits—all’ formula or single best practice for all, The political economy varies from one country t
o another, Reflecting the diversity of each country’s own context Is essential to make reform happen, S
ustainable development outcomes can only be achieved by owning them through ‘leaming by doing’,

| am confident that the Seoul ODA International Conference provides an excellent opportunity to share e
xperences of different countries and lessons leamed on this important subject, | sincerely hope that thro
ughout the discussions at this Conference, we will benefit from your wisdom and insight In seeking best
means and practices to build good govemance and effective institutions in different contexts and circum
stances, | wish you a good luck In your Intellectual exercise today.

Thank yvou,

St B

ojclof 2=xt= | 319

2014-10-23 2% 5:33)2




L "EEEN

T |

The 8" Seoul ODA International Conference ST |

uf A ol = g 2014.09.02
AA National o] 2] 5 £-2kel
& =2}el ‘Governance key to economic development’

TheXKorea Herald

‘Governance key to economic development’
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Some 500 top policymakers, academics and relief workers from around the world stressed the
significance of good governance in achieving sustainable economie growth and social integration
during a conference in Seoul on Tuesday.

While definitions of good governance may differ, they picked transparency and credibility as key
elements, calling for governments in both advanced and emerging countries to step up efforts to
improve these areas.

The one-day annual event was hosted by the Korea International Cooperation Ageney, the country’s
grant aid organization, on the theme “Good governance and effective institutions.” It was launched in
2007 to explore top issues on official development assistance and encourage knowledge- and
experience-sharing between the rich and poor worlds.
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“Good governance and effective institutions are prerequisites for results, growth and integration of a
society,” KOICA president Kim Young-mok said in his opening remarks.

“Even though controversy still exists on what type of governance fits best for a given environment or
specific level of development, one big consensus is that we should all work together so that people in
need can benefit from demoecratic and honest governance that is people-centered, and available and
working institutions that make investments possible and sustainable.”

Vice Foreign Minister Cho Tae-vul introduced the role of governance in Korea’s rapid economie ascent
and transformation from an aid beneficiary to a donor.

Finn Tarp, director of the United Nations University’'s World Institute for Development Economics
Research, said that governance has emerged over the last 25 years as a “major concern for both donors
and aid recipient countries.”

He defined governance as “the exercise and organization of political power to manage a community’s
affairs,” emphasizing its critical influence on development. With public sector management and
transparency and accountability being overarching elements, key political components include
democracy and representation, rule of law, and human rights, while public financial management and
an economic regulatory framework serve as core economic values.

“Clarifying our conceptualization matters because it leads to different assessments of the quality of
governance, which can affect the distribution of aid,” Tarp said during his keynote speech.

Among other participants were Kim Sung-hwan, former foreign minister and chair of Seoul National
University’s Institute for Global Social Responsibility; Hiroshi Kato, vice president of the Japan
International Cooperation Agency; Roel Van der Veen, an academic adviser to the Netherlands’ foreign
ministry; and Dzhurabaeva Gulnar, vice chairman of Kyrgyzstan's Central Commission for Election
and Referenda.

During the later sessions, they shared the experiences of donors and recipients and discussed ways to
spread best practices and minimize pitfalls.

By Shin Hyon-hee (heeshin@heraldcorp.com)
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Vice FM Stresses Good Governance To Uproot Poverty

Korea's vice foreign minister Cho Tae-yul has stressed the importance of good governance and institutions in
eradicating poverty around the globe. In a speech to a conference on overseas development aid today, Cho said that
good governance and effective institutions can enhance people's quality of life and levels of happiness. He added that
while Korea has been lauded as the first recipient-turned-donor country in the world, it cannot match the
contributions of traditional donor countries, necessitating the need to focus on the quality of ODA.l

02/09/2014
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