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The Broad Development
Context for the CDF
Evaluation 
In early 1999, World Bank President James
Wolfensohn launched the Comprehensive
Development Framework (CDF)—a new
framework for how the World Bank should do
business with recipient countries and other
development partners. Two basic ideas are at
the heart of the CDF: one, that poverty reduc-
tion should be the fundamental goal of interna-
tional aid and, two, that the way aid is
delivered, not just its content, has an important
influence on its effectiveness. 

The CDF promotes four principles, each of
which responds to past development assistance
shortcomings and presents an approach for
improvement. First, development efforts should
be rooted in a long-term, holistic perspective of a
country’s needs, and should focus on results rather
than inputs. All assistance should be based on
country-owned strategies and partnership relation-
ships among development actors, led by the country.
While these four principles themselves are not
new, bringing them together in a unified frame-
work and promoting them vigorously in the
global arena is an important—indeed, unprece-
dented—innovation at the World Bank. 

In late 1999 the Committee on Development
Effectiveness of the Bank’s Board asked the

Operations Evaluation Department (OED) to
evaluate how the CDF approach was being
implemented. This resulted in a two-and-a-half-
year multi-partner evaluation effort. A broad
array of stakeholders—representing donor and
recipient countries, multilateral agencies, and
civil society and private sector organizations—
joined in designing and funding the evaluation.
The work was overseen and the findings were
endorsed by a 30-member Steering Committee
and a 5-member Management Group. The main
source of evidence for the evaluation comes from
six countries selected for in-depth case studies—
Bolivia, Burkina Faso, Ghana, Romania,
Uganda, and Vietnam. 

Purpose of This Volume
Collectively, the six country case studies pro-
vide an unusually rich source of material on the
local dynamics of the aid business and the real-
ities that countries face when they try to adopt
CDF principles in earnest. In order to make this
material more accessible (full case studies are
over 70 pages), OED has summarized each
study to about 15 pages and gathered all six
summaries into this volume, which is intended
to complement the main synthesis report for
the CDF evaluation, Toward Country-Led
Development: A Multi-Partner Evaluation of the
Comprehensive Development Framework. This
volume can also be used alone, to enrich the
discussion of development assistance in a
particular case study country or as a basis for
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comparing country experiences. The CDF
Evaluation Synthesis Report and the full
Country Case Studies can be found on the OED
Web site at www.worldbank.org/evaluation/cdf.

Selection of Country
Case Studies
Since the main purpose of the CDF evaluation
was to look at what had happened since the
CDF was launched, priority was given to inter-
ested countries where pilot implementation of
the CDF was the most advanced (on the
grounds that these countries would offer the
greatest potential for learning). Consideration
was also given to Regional balance. One
non–CDF pilot country (Burkina Faso) was
chosen as a control. 

Country Study
Methodology
Interdisciplinary teams of international and
national evaluators spent several weeks in each
country. A variety of methods were used to col-
lect data, including literature reviews, focus
group meetings, structured interviews, and field
visits to regions and districts. Each team exam-
ined the extent to which CDF (and CDF-like)
principles had been implemented, the factors
that helped and hindered progress, and the
impact on behaviors and outcomes. The teams
drew from evidence already available to chart
changes in behaviors, processes, and transaction
costs and to identify emerging problems and
risks. Surveys of government-donor relations,
with a focus on the cost of doing business, were
carried out in five of the six country studies. In
each country, a small group of advisors was
selected from the various stakeholder groups and

asked to serve as a country reference group.
Their job was to guide the evaluation process
and provide feedback on design choices and
early findings. Each mission concluded with a
workshop to allow country-level stakeholders an
opportunity to comment on the findings before a
draft was offered to an international audience for
feedback. For more detail on country selection
and methodology see the annex to this volume. 

Main Messages from
Country Case Studies
Evidence from the case studies shows progress in
implementing the CDF principles, particularly
where one or more of the principles have been
applied over a number of years. 

But these positive changes are also uneven and
fragile. This is not surprising, given that the
process of change is still young and that imple-
menting the principles requires changes in
entrenched behaviors and institutional practices
on the part of both donors and recipient coun-
tries—something not easily or quickly done. The
evaluation concluded that continuous political
leadership and sustained will by all development
actors are needed if today’s inefficient aid prac-
tices are to be transformed under the CDF
approach. Common findings across case studies
call for several areas of immediate change.

Despite some improvement, especially with
regard to strategic alignment, there is still sig-
nificant scope for donors to harmonize policies,
procedures, and practices with each other and
with partner governments. Ultimately, what is
also needed to harmonize the current frag-
mented situation is strong country leadership.

Donors must be willing to change their own
internal procedures and culture to better
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accept and foster country leadership. These
changes include:

■ Increasing the responsibility and authority of
donor field offices

■ Furthering institutional reform to shift all
actors from a disbursement culture to a learn-
ing and results culture

■ Implementing new incentives systems to
reward achievement of outcomes instead of
success in spending money 

■ Making longer-term commitments and
increasing the predictability and reliability of
donor funding.

Reciprocal actions by recipient countries are
also critical. They include:

■ Place responsibility for aid management at a
high level of government and provide that
function with the authority and resources
needed to demonstrate leadership over the
various operating ministries. 

■ Where needed, give priority to overarching
public sector reform to provide the environ-
ment in which CDF principles can flourish.

■ Ensure that donor efforts to consult with
country stakeholder groups are undertaken in
a broad and transparent (rather than ad hoc
and selective) manner, with the government
in the lead. 

■ If harmonization is to mean adopting recipi-
ent country procedures, then those proce-
dures must be sound and within a range of
international good practice.

■ If donor budget support is to be forthcoming,
with its implied reduction in aid delivery

transaction costs, then the financial manage-
ment systems of recipient countries must be
sound.

CDF Principles—
Working Definitions
The following working definitions are drawn
from President Wolfensohn’s January 19, 1999,
speech launching the CDF, and documents sub-
sequently issued by the CDF Secretariat.1

Because of space constraints these definitions
will not be repeated in each country case study
summary, but are placed here for reference.

Long-Term, Holistic Development Framework
1. Design of a 15-to-20 year vision statement

containing monitorable development 
goals that will:

a. Take account of broad aspirations of 
the population. 

b. Include sustainable poverty reduction
as overarching goal and related sub-
goals aligned with the Millennium 
Development Goals.

2. Formulation of a coherent medium-term 
(3-to-5 year) strategy for making progress
toward vision goals, specifically addressing
need for:

a. Balance among macroeconomic and 
financial issues and structural and 
social concerns

b. Priorities in the face of capacity and 
hard budget constraints; and time-
bound, concrete actions, with atten-
tion to phasing and sequencing.

Country Ownership
1. Identification of development goals and 

formulation of strategy by country, not 
by donors.
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2. Regular, broad-based stakeholder partici-
pation, under government leadership, 
including civil society, the private sector, 
local governments, and parliaments, 
with sustained public support from top 
political leadership and intellectual 
conviction by key policymakers, and 
strong links to institutions.

Country-led Partnership
1. Government leadership in management 

and coordination of development partners
and aid resources, including:

a. Consultative Groups, Aid Roundtables,
and other coordination mechanisms

b. Analytical and diagnostic work
c. Alignment of external support—

including lending, grants, analytical
and diagnostic work, and capacity  
building—with the country’s
development strategy and donor 
comparative advantage

d. Harmonization of development 
agency procedures and practices 

e. Alignment of internal partners’ (civil
society, the private sector, local 

governments) activities with the 
country’s development strategy.

2. Relations among government, develop-
ment agencies, and other stakeholders, 
marked by:

a. Mutual trust, consultation, and 
transparency

b. Assumption of mutual 
accountabilities and review of 
partners’ performance

c. Demand-led support for strengthening
government management and 
coordination capacity.

Results Orientation
1. Designing programs with evaluable objec-

tives that contribute to development 
framework goals, and developing inter- 
mediate indicators toward these goals

2. Monitoring and regularly sharing progress,
with accountability for outcomes and 
goals, not just inputs

3. Creating and enabling capacities to 
generate, monitor, and use results 
information to improve performance in 
achieving goals and accountability.
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Methodology
The Bolivian study team was led by Nils Boesen,
consultant, Process & Change Consultancy, and
included Laura Kullenberg of the World Bank’s
Operations Evaluation Department; and Jose
Antonio Peres and Juan Carlos Requena,
national consultants. 

The study was launched in October 2001 with a
preparatory mission in Bolivia, followed by
fieldwork from January 21 to February 11, 2002,
to collect the majority of the data for the evalu-
ation. The team benefited from the contribu-
tions of a national reference group that guided
the evaluation and provided advice during the
final stage of report drafting. The study’s con-
clusions rest on a number of information
sources: interviews with leaders and selected
staff of government and donor agencies and
nongovernmental organizations (NGOs); rele-
vant reports and other documents; and survey
results from respondents engaged in develop-
ment work in the country. The team held a
number of focus group discussions. The team’s
findings were presented at a stakeholder work-
shop at the conclusion of the fieldwork.

Bolivia and the CDF: A Glass
Half Full—Or Half Empty
While the relationship between the Bolivian
government and international aid agencies had

been marked by ups and downs in the 1990s,
more recently the planning and management of
international support has generally evolved
toward CDF principles—between 1997 and
1999 Bolivia had developed an aid framework
that largely anticipated the CDF principles.
International aid plays an extremely important
role in Bolivia: half of the country’s public
investment has been supported by aid. 

Unique Country
Characteristics
Twenty years of democracy and 16 years of struc-
tural reforms have changed Bolivia from an
unstable country with a strong military presence
into one with a free-market economy and
improved social indicators. Bolivia’s reform
record is particularly impressive given its
1984–85 starting point: a budget deficit equal-
ing one-quarter of the nation’s gross domestic
product (GDP), an inflation rate of 23.4 per-
cent, and a balance of payments crisis that made
it impossible for Bolivia to meet its interna-
tional obligations. 

In 1985, under a new government headed by
President Victor Paz Estenssoro, Bolivia initi-
ated a series of economic reforms centered on
market economy principles that put the private
sector in the driver’s seat. Specific measures
included free-market pricing of both salaries and
interest rates and a more open stance to foreign
trade, supported by a unified official exchange
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rate. More stringent monitoring of public
finances controlled deficit spending. The result:
the public sector fiscal deficit dropped to 2.7
percent of GDP in 1986, and by 1987 a negative
economic growth rate had turned around to a
positive 2.5 percent. Inflation had dropped by
more than half. 

Social reforms began in earnest in the early
1990s, when the government proposed the
Bolivian Social Strategy. The main thrust of
the Strategy was a comprehensive approach to
poverty reduction. It not only increased public
spending for health, education, and sanitation,
but also put in place economic measures
designed to increase productivity and revenues
in the country’s poorest sectors. 

In addition, the Popular Participation Law
(PPL) was enacted in 1994 to counter Bolivia’s
long-standing public expenditure bias toward
urban areas—through a pattern set in the colo-
nial era, most government funding had flowed
to the capital cities of the country’s departments
(as Bolivia’s regional subdivisions are called).
Along with the 1995 Administrative Decentral-
ization Law, the PPL established a more equi-
table basis for the distribution and management
of government revenues. 

Reform measures extended to Bolivian institu-
tions as well. These included giving the Central
Bank the power to monitor banks and other
financial entities (including pension, securities,
and insurance firms), and reining in monopolies.
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Box 2.1. Bolivia at a Glance 

POVERTY and SOCIAL Latin Lower-
America middle-

Bolivia & Carib. income

2001

Population, mid-year (millions) 8.5 524 2,164
GNI per capita (Atlas method, US$) 950 3,560 1,240
GNI (Atlas method, US$ billions) 8.1 1,862 2,677

Most recent estimate (latest year available, 1995-01)

Poverty (% of population below national poverty line) 60 – –
Urban population (% of total population) 64 76 46
Life expectancy at birth (years) 63 70 69
Infant mortality (per 1,000 live births) 61 29 33
Child malnutrition (% of children under 5) 7 9 11
Access to an improved water source (% of population) 75 85 80
Illiteracy (% of population age 15+) 14 11 15
Gross primary enrollment (% of school-age population) 98 130 107

Male 99 131 107
Female 96 128 107

Development diamond*

Life expectancy

Access to improved water source

GNI
per
capita

Gross
primary

enrollment

Bolivia
Lower-middle-income group



Role of International Aid
International aid has played an extremely
important role in Bolivia’s structural reforms.
Between 1990 and 2001, aid averaged slightly
over 9 percent of GDP.

Stubborn Problems
Despite Bolivia’s significant progress, problems
remain on all three fronts: economic, social, and
institutional. Economic growth has been
modest—an average of 3.1 percent between
1986 and 2001. In per capita terms, this has not
been enough to make an appreciable dent in the
poverty level: at the end of the 1990s, Bolivia
remained one of the poorest countries in the
Americas, with a poverty incidence of 63 per-
cent, ranking behind only Honduras. In rural
areas, poverty incidence reached 82 percent. 

Bolivian informants interviewed for this evalua-
tion point to a crisis of political representation
in the country, with a significant segment of the
population excluded politically and marginal-
ized economically. This is particularly true of the
indigenous peoples, who make up nearly 60 per-
cent of the populace and who have traditionally
settled in rural areas, where the poverty level is
82 percent. The incidence of poverty combined
with political exclusion is a combustible mix-
ture: over the past several years the lack of a
legitimate dialogue or common meeting ground
has resulted in demonstrations and violent
street clashes. With the 1985 shift to market
economy principles, the traditional “functional”
organizations such as the Bolivian Workers’
Center and affiliated organizations such as the
Trade Union Federation of Mining Workers
lost much of their capacity to serve as a channel
for representation and dialogue with the politi-
cal system. While there are other emerging sys-
tems of representation—for example, regional
and indigenous organizations—they have not
yet filled the vacuum.

On the health front, while services delivered
under Bolivia’s Basic Health Insurance system
have improved (for example, in maternal and
child health), staff shortages undermine the
quality of care in rural areas. In the education
sector, while the illiteracy rate dropped from 20
percent in 1992 to 15 percent in 1999, the over-
all quality of education is still quite poor, judged
by a number of standards. For example, it takes
all students an average of seven years to com-
plete the fifth grade, and less than a third of stu-
dents in rural areas complete the eighth grade.

Progress toward institutional capacity building is
limited by the significant gap between how laws
and regulations formally define operations, and
how public institutions actually operate.
Cronyism is rife; the fragmentation of the politi-
cal system produces coalition governments under
which parties forge agreements to share state
patronage. Concerns about corruption—the
misuse of public power for private benefit—are
pervasive in Bolivia. Indeed, the country scored
2.2 on a scale of 10 (highly clean) to 0 (highly
corrupt) in the 2002 Corruption Perceptions
Index by Transparency International. This score
reflects perceptions of business people, academ-
ics, and risk analysts on the degree of corruption
among Bolivia’s public officials and politicians.

It is against this backdrop of mixed indicators
that the CDF principles are being implemented
in Bolivia: on one hand, real economic, social,
and institutional progress; on the other, acute
tension and conflict. It is therefore a complex
context: one that both shapes the way CDF
principles are applied in the country and that
the CDF principles themselves help shape. 

Chapter Structure
The following four sections discuss Bolivia’s
progress toward each of the CDF principles—
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Long-Term, Holistic Development Framework;
Country Ownership; Country-led Partnership;
and Results Orientation (see Introduction to
this volume for a description of the CDF princi-
ples). The discussion of each CDF principle is
divided into two segments: achievements already
in place and remaining challenges. 

Long-Term, Holistic
Development Framework
To a large extent, Bolivia had already pioneered
CDF-like principles before they were articulated
by the World Bank in 1999. The ground was
prepared by the government that came to power
in 1997, which held a nationwide dialogue
designed to explain and enlist support for its
domestic reform program focused on opportu-
nity, institutionality, equity, and dignity. The
government also reached out to the interna-
tional donor community, inviting agencies to
align their aid with its political vision. 

In early 1999 the resulting donor-government
partnership was spelled out in the New
Relationship Framework—a made-in-Bolivia
Comprehensive Development Framework.
Given this head start on CDF principles, Bolivia
was a natural choice as one of the initial CDF
pilot countries.2

Even though the New Relationship Framework
for international aid had prepared the ground
for the CDF, seeds sown in the late 1990s did
not flourish: the optimism and trust engendered
by national dialogue and government-donor
partnership withered with the waning influence
of key government reformers and the persist-
ence of a stubborn patronage system—and
even, according to some observers, under wide-
spread corruption. 

Achievements
Today there is a new government-donor initia-
tive that provides a compatible structure for
implementing the four CDF principles: the
Bolivian Poverty Reduction Strategy, or BPRS. 

Preparation of a national plan to reduce poverty
is a requirement for access to an IMF–World
Bank debt relief initiative tapped by Bolivia.
(Since Bolivia receives its substantial level of aid
in the form of both grants and loans, the coun-
try’s balance of payment obligations have
remained a concern.) The program, the second
iteration of the Heavily Indebted Poor Countries
initiative, or HIPC II, offers a tradeoff to devel-
oping countries with a high debt burden: debt is
restructured if the country commits to using the
resulting budget savings for poverty-reduction
efforts. HIPC II is delivering over $100 million
in debt relief to Bolivia each year.

Designed through a national dialogue process
with participants representing the country’s
municipalities (divisions of the country that
include both rural and urban areas), the funda-
mental goal of the BPRS is to reduce poverty
through both economic and social policies that
fall under four interrelated categories:

■ Expanded employment and income opportunities
through support of productive capacity

■ Increased capacity through improved pri-
mary education, preventive health care, and
better housing

■ Enhanced security for low-income groups,
including the elderly and children

■ Expanded social integration and participation
for marginalized groups. 

The BPRS includes a set of indicators to meas-
ure results, starting with three-year targets. In
addition, it shares long-term objectives with the
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Millennium Development Goals, a broad set of
development goals with measurable outcomes
supported by the international aid community. 

The BPRS serves as the fund transfer mecha-
nism for HIPC II. Fund allocation has several
innovative features, which have been spelled
out in the country’s Dialogue Law: enacted to
assure the continuity of the dialogue process, it
requires updating of the BPRS every three years.
Provisions of the law include: 

■ Significant increase in resources channeled
directly to the local level. 

■ Municipalities determine resource use based
on local demand.

■ Portion of funds earmarked for local revenue
generation. 

■ Municipalities discouraged from seeking
additional funds from “godfathers”—whether
local or international—outside of BPRS
transfers.

Bolivia’s 2002 budget mirrors BPRS priorities,
and expenditures budgeted within the BPRS
framework rose from 21 percent of GDP in
2001 to nearly 24 percent in 2002. Between
2001 and 2006 the BPRS will require $7.3 bil-
lion to implement; that amount is projected to
be available under agreements with interna-
tional aid partners. 

There are other wide-ranging reform initiatives
under way in Bolivia, including programs that
address issues in education, the legal system, and
land ownership. All touch on strong national
and local interests—and therefore all generate
heated discussion, or even conflict. 

Challenges
There is no question that Bolivia has a highly
developed capacity to formulate comprehensive

and long-term strategic plans and to convince
international partners to endorse them. What
has sometimes been less developed is Bolivia’s
ability to carry them out. The link between
planning and implementation is often weak for
a number of reasons; several relate to the central
budget process. For example, budgeted funds are
sometimes held up because of larger economic
concerns, or because a relevant agency’s budget-
ary discipline is lax. In addition, accounting is
both late and unreliable, with no penalties for
poor performance. 

An additional stumbling block to current BPRS
implementation includes the disconnect
between the level of effort expected from local
governments and actual municipal capacity.
While scattered local capacity-building efforts
are now under way, there is still considerable
ground to be made up before municipalities can
efficiently use funds being transferred to them
under decentralization measures. 

In addition, opposition parties, civil society
organizations, and international partners fault
the BPRS for failing to attack large structural
issues contributing to poverty. They cite, for
example, the need to address land redistribu-
tion, political inclusion of indigenous people,
the issue of coca growers, and increased genera-
tion of tax revenues—a layer of issues they
believe should be added to the current BPRS
priorities of improved services in education,
health, and sanitation. 

Critics also cite what they see as the BPRS’s
unrealistic projection for economic growth, set
at 5 percent per year, when the average rate was
3.1 percent between 1986 and 2001. Growth for
2002 was estimated at roughly 3 percent as well,
but this is now seen as overly optimistic, given
the ripple effects of neighboring Argentina’s
economic problems. 
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A final challenge to implementing Bolivia’s
comprehensive development vision as it is
expressed in the BPRS is the fundamental ques-
tion of whether a development strategy can be
consistently applied over time in a democratic
society—given shifting priorities when newly
elected leaders come to power. For example,
even though President Jorge Quiroga played a
key role in promoting both the BPRS and the
CDF when he was vice president, major ele-
ments of these plans were missing from his
strategic plan for the country when he assumed
the presidency after the incumbent president
stepped down because of illness. 

Some informants argued that the push for a
national vision (as expressed in the BPRS) that
is broadly agreed between the parties and by
society may actually be incompatible with a
basic characteristic of multiparty democracy:
groups with different interests and values create
different visions and plans that compete openly
with one another. 

In a democracy, successive governments have
the right—and even the duty—to shape and
reshape their own vision, strategies, and poli-
cies. Perhaps the answer to sustaining the CDF’s
long-term comprehensive vision is to think of
the principle as being contained not in a single
paper, but rather as a continuing process of con-
struction and reconstruction. 

Country Ownership
Successive Bolivian governments designed and
managed long-term reforms before the launching
of the CDF. And many reforms for which there is
strong country ownership have been supported
by Bolivia’s international partners. Rather than
reforms having “country ownership” or “donor
ownership,” what has often developed is a sense

of “shared ownership” between the two parties,
complete with mutual responsibilities and
accountabilities. The lesson is that the owner-
ship principle should not be understood as a rigid
absolute that dictates exactly what roles the gov-
ernment and international aid entities should
play, but rather as a flexible relationship. 

Achievements
The dialogue leading up to the BPRS drew from
a broader base of Bolivian civil society than pre-
vious national strategic planning efforts. In
addition, BPRS preparations encouraged greater
dialogue between government ministries. 

As noted above, a further positive development
was passage of the Dialogue Law, which laid a
foundation for continuing the process. The law
also provided a legal framework for a social
watch mechanism by civil society organizations,
an effort that was spearheaded by the Catholic
Church. The evaluation team raises a caution-
ary question, however, in regard to establishing
this supplementary process to the oversight pro-
vided by representative democracy: Will per-
ceived deficiencies in the political system lead
to other such parallel mechanisms, rather than
changes that would allow the democratic system
to function more effectively? 

A related issue is the technocratic bias that gov-
ernmental reform efforts tend to adopt (interna-
tional agencies adopt it as well) in order to
protect areas of public administration from the
political system. There are conflicting forces at
work here: unless a technocratic stance is taken,
it can be difficult to prevent reforms from being
appropriated and abused by the informal public
administration system, with its widespread
cronyism. However, a development dialogue
divorced from a significant part of Bolivia’s real-
ity risks becoming a technocratic discourse of
limited relevance. 
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The government’s decentralization efforts can
be seen within a context that includes the own-
ership principle: as noted earlier, the decentral-
ization process was launched in 1994 through
the Popular Participation Law (PPL). The PPL
established “municipalities” that included both
rural and urban areas, and specified that 20 per-
cent of internal revenue and customs funds go to
the municipalities, based on their population.
While donor agencies were not consulted in
designing the PPL, they have made significant
contributions to its practical application: donors
work with the government to monitor progress,
and they finance both technical assistance and
ongoing policy dialogue. Here, too, say evalua-
tion informants, there is a sense of shared gov-
ernment-donor ownership.

There is also progress in the government taking
ownership of donors’ long-desired goal of
improving the professionalism of civil servants.
Previously, progress had been slow, with only
such regulatory bodies as the Central Bank and
the Customs Service showing improved profes-

sionalism and decreased politicization (box
2.2)—and then typically as the result of aid-
related requirements. Not surprisingly, much of
the explanation for lack of progress could be
found in the resistance of political and eco-
nomic entities with strong vested interests.

Under the 12-month term of President Jorge
Quiroga (2001–02), however, an Institutional
Reform Program (IRP) was implemented,
which included:

■ Creation of a Civil Service Superintendency

■ Declaration of net assets by civil servants

■ Reduction in number of people on the civil
service payroll

■ Increased wages

■ Requiring employees to reapply for positions

■ Expanding efforts beyond those already made
in regulatory bodies—for example, now
including the Ministry of Agriculture—to
implement reforms.

Box 2.2. Customs Service Reform: Tough Government Decisions, with Help from
International Agreements

Until reform efforts in the late 1990s, the level of corruption in the Bolivian Customs Service had long
been illustrated by a single surprising fact: even though many staff members received no salary, it was
considered highly desirable to work there. 

While several governments had tried to reform and modernize the institution, political pressures from
their own political parties stood in the way of making the tough decisions necessary for effective
restructuring. Finally, the government’s desire to access International Monetary Fund (IMF) resources
forced the issue: Customs Service reform was among the required conditions.

In 1998, the government asked the IMF for technical assistance in shaping a study to identify steps for
implementing reform. After protracted political debate, enabling legislation was drafted and enacted.
One of the law’s key elements is shifting the authority to hire staff to a competitively selected firm,
taking the Customs Service out of the process. These reform efforts have proven successful: Current
problems in the institution now reflect concerns central to the Customs Service mission—for example,
developing methods to reduce contraband. 
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The IRP initiative has the strong support of the
international aid community, including the
World Bank. 

Challenges
While the majority of CDF evaluation inform-
ants stress that the dialogue leading up to the
BPRS was broader than that employed in shap-
ing previous national strategies, they neverthe-
less agree that political and social support for
the BPRS is less than what had been hoped for. 

One explanation, briefly mentioned above, may
be that there are actually two types of national
dialogue that take place in Bolivia: The first is
the “fight poverty” dialogue, which is typically
the focus of international aid agencies and their
plans, procedures, and processes. The second is
a broader dialogue rooted in structural issues; it
is mediated by the Catholic Church; by Bolivia’s
recently established Ombudsman’s Office; and
by the Permanent Assembly for Human Rights.
It is this latter dialogue that expresses itself in
social conflicts, including the violent street
clashes of recent years. The two dialogues have
separate agendas and priorities; the great chal-
lenge is to build a bridge between them. 

The BPRS participatory process did not build
the kind of stabilizing social agreement that
could serve as such a bridge. In fact, note
informants, the process had several negative
repercussions. For example, by generating high
expectations on a widespread scale—expecta-
tions that were not quickly met—the National
Dialogue led to deepened cynicism and a loss of
government credibility. The dialogue’s first
phase had to be suspended in April of 2000 as
the government declared a state of siege to sup-
press social protests. 

The Bolivian experience confirms that the ulti-
mate success of reform measures rests on a con-

tinuing strong base of support and effective
implementation. Since there is no fixed
roadmap to establishing the reform process, or
for defining the exact role of international agen-
cies, each reform initiative must have a careful
strategic design: a subtle and complex mixture
of government-donor leadership and broader
participation at appropriate times—and then
skillful “marketing” of the overarching vision. 

Evaluation informants cited the need for inter-
national aid agencies to develop a greater under-
standing of the country’s political processes and
institutions in order to be a truly effective agent
in this process—one that has earned a level of
trust developed over time through shared efforts
among government, international agencies, and
other stakeholders.

Country–led Partnership
The relationship between Bolivia and its inter-
national partners has improved significantly
over the past 10 years, notes the evaluation
team. Among the contributing factors are
increased government participation in donor-
government Consultative Group meetings
(facilitated by moving the meeting to La Paz
from Paris in 2001); the New Relationship
Framework (a CDF precursor), which more
closely aligned government and donor efforts;
and international agencies’ gradual movement
away from traditional donor-driven and free-
standing “island” projects toward broader sec-
torwide approaches that support national goals. 

A significant step toward government-led aid
partnership was taken at the 1999 Consultative
Group (CG) meeting, where an aid manage-
ment group was established. The group assigned
a government and a donor representative to
each CG working group (the working groups

14



being aligned with the four pillars of the gov-
ernment’s Plan of Action for 1997–02: opportu-
nity, equity, institutionality, and dignity). The
continuing relationships established through this
process formed the basis for planning the BPRS. 
Also contributing to progress in partnership is
donors’ ongoing shift to a broader program focus
and the related use of joint financing methods,
including common pool or “basket” funding.
Bolivia displays considerable flexibility in con-
structing these arrangements to accommodate
individual donor agency financing require-
ments. One example occurs when several
donors finance a program through one common
channel or donor, while donors with more rigid
requirements provide direct support, all within
the same program and with shared monitoring
mechanisms (box 2.3). 

The same kind of donor coordination also allows
imaginative use of the competitive advantages of
individual donor agencies—for example, using

agile agencies with local decisionmaking power
to provide near-term technical assistance, and
employing the skills of agencies with more rigid
procedures (which require a lengthier headquar-
ters’ approval process) at a later project stage.

These kinds of partnerships, among donor agen-
cies and between government and agencies,
require a comfortable level of trust. In Bolivia,
the trust level has followed something of a roller-
coaster path: initially high in the mid-1990s, a
1998 power shift in the government—one per-
ceived as accompanied by a significant increase
in corruption—undermined trust. Under the
Quiroga Presidency, trust increased. Now, in
2003, the government under President Gonzalo
Sanchez de Lozada has the task of building trust
for its own administration, as every new govern-
ment must do.

What is evident over the long term, however, is
that by building on achievements already in
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Box 2.3. Basket Funding Lessons from the Ombudsman’s Office: It Takes Time
and Money to Reap the Benefits

The Bolivian Ombudsman’s Office was established by law in 1997 to implement a system for addressing
citizens’ government-related complaints and to provide such services as education on dispute resolution
through mediation and consensus-building.

Since many aid agencies wanted to support the Ombudsman’s Office, extensive funding discussions
were required. Initially each agency wanted to decide on its own how and where to provide assis-
tance—the traditional project approach. But then a suggestion from one agency representative led
donors to agree on pooling resources, which would allow for a more comprehensive approach, com-
plete with performance indicators and a monitoring mechanism.

Although it took a year to debate disbursement procedures and secure individual agency headquarters’
approval for basket funding, in the end seven bilateral donors and the United Nations Development
Programme reached agreement on the concept. 

Despite the length of time needed to sort out the basket funding mechanism and initially high transac-
tion costs, both donor agencies and the Office itself state that the benefits gained through a long-term
comprehensive approach and simpler disbursement procedures were worth it.



place, the CDF partnership principle has con-
siderable potential for making government-
donor cooperation much more effective. 

Challenges
Despite progress toward government-donor
partnerships, cooperation remains scattered and
fragmented. The government must still spend
administrative time and resources on more than
850 separate programs or large projects funded
by international agencies. Many of these pro-
grams will be “reallocated” under the BPRS—
that is, shifted to BPRS priority areas and away
from lower-priority areas now considered over-
funded. Observers see reallocation as a true test
of donor agencies’ willingness to adapt to the
country’s national priorities. That reallocation
will take place under a new government that is
defining its position in relation to the BPRS
could further complicate what is already a com-
plex process. 

An additional challenge for establishing coun-
try-led partnership is the tendency for donors to
participate in one level of national dialogue—
one focused on reducing poverty through
improved services such as education and health
care—while avoiding the second level of dia-
logue, one that involves the more controversial
structural issues of land ownership and the
exclusion of indigenous groups. Both govern-
ment and donor stakeholders point out that
sticking to the first, more limited, view threat-
ens to divorce donors from Bolivia’s political
reality. They suggest it may be necessary for
donors to widen their network of contacts to
include leaders of social movements, parliamen-
tarians, politicians from opposition parties, and
the police in order to gain a more representative
view of the issues facing the country. 

Furthermore, while many donors say they are
prepared to adapt to national priorities, the

evaluation team saw obvious problems with
coordination and synchronization as they made
field visits. Beyond “island” projects that are still
being imposed by agencies on the basis of pre-
conceived ideas, there are also examples of road
and municipal capacity building that simply
ignore Bolivia’s decentralization policy. This
retrograde approach is being carried out by some
agencies that are on record as supporting decen-
tralization reforms. 

The evaluation team also saw evidence that
international agencies continue to microman-
age projects—for example, by hiring consultants
to do tasks that could be carried out by the
country’s public administrators. In addition,
there are many parallel project and program
management units. While their presence may be
warranted in a few cases, overall they under-
mine the long-term development of national
and local institutions, by denying them project
management experience. 

The local offices of international aid agencies
vary widely in terms of their authority to reallo-
cate already approved assistance and administer
programs at the local level: some have consider-
able autonomy, while others are constrained by a
highly centralized structure (box 2.4). Agencies
in the latter category are often prevented from
“harmonizing” their procedures to make them
more compatible with those of the government.
(Donors are helping the Bolivian government
strengthen its own procedures so they offer a
credible alternative to donor procedures.)

There are other occasional tensions between
bilateral and multilateral agencies; many can
be attributed to the dominant role played by
the World Bank and the IMF in the country.
Sometimes the bilaterals band together in
taking a common stand when they disagree
with the Bank or IMF, in order to gain suffi-
cient counterweight. 
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Other tensions arise because bilateral donors
often have limited technical capacity to partici-
pate in policy dialogue or sectoral analytical
work. One solution is for bilateral donors to
become more selective, concentrating their
efforts on a few areas where they can make an
intellectual as well as a financial contribution.
Doing so could also help “un-bunch” popular
sectors where donors tend to concentrate. In
Bolivia, these include decentralization, institu-
tional reform, and the Ombudsman’s Office. 

Finally, implementing the Country-led Partner-
ship principle must balance the interests of all
parties—not an easy task when international
aid partnerships are inherently asymmetrical,
based as they are on either a donor-beneficiary

or a borrower-lender relationship. It is possible,
however, to build asymmetrical relationships
that are both productive and reflective of CDF
principles. One way is to make donor-govern-
ment cooperation more efficient by reducing
burdensome transaction costs imposed by
donor procedures—for example, by improving
procedure harmonization and donor coordina-
tion. Another is to recognize that wise, bold,
and respectful behavior is the best path to
sound policies. 

Results Orientation
The CDF evaluation informants agree that both
the government and international aid partners
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Box 2.4. The World Bank and “Planet Bolivia”

The following example illustrates the difficulties international agencies can encounter in adapting to
CDF principles. In 1999 the World Bank decided to conduct a pilot experiment and decentralize its
operations to Bolivia, in order to better support country partners and priorities. A country director was
posted in Bolivia (instead of a resident representative); the office in La Paz was reorganized to corre-
spond to the four pillars; appropriately qualified professionals were appointed to boost the office’s
capabilities considerably; and extensive authority was delegated to the leaders of each pillar (instead of
being centralized in sector units in Washington). This arrangement was so different from the Bank’s
usually centralized procedures that the Bolivia program was referred to internally as “Planet Bolivia.” 

Bank staff engaged in an intensive participatory process with government counterparts over how to
best serve country needs. This resulted in a proposal to, among other steps, decentralize authority so
that the country office could approve individual operations within an agreed three-year program
framework and budget. Although this proposal was enthusiastically supported by Bank staff and the
Bolivian government, when it was discussed by the Bank’s Board of Executive Directors (in 2001), they
disagreed, arguing that such an arrangement would cede too much of the Board’s stewardship and
approval authority to the field. Operations were subsequently recentralized. A subregional office was
opened in Lima, where the country director now resides. The staff was reduced in La Paz and the orga-
nizational structure based on “pillars” was dismantled. 

This recentralization evoked a strong reaction from the largest bilateral agencies in Bolivia. They com-
plained in writing in early 2002 that the Bank had “undermined the (CDF) pilot scheme, while a
number of bilateral agencies have on the contrary decentralized their field (La Paz) operations to sup-
port the CDF. It is ultimately ironical and unhelpful that the Bank itself is now no longer supporting this
key requirement of the CDF.” 



are now more focused on measuring develop-
ment results. On the government’s side, results-
oriented management as well as disbursement
based on achieving targets are now used at both
the central and the local level. In addition, the
BPRS contains specific measurable goals.
According to Bolivia’s Interagency Monitoring
and Evaluation Council, nearly 90 percent of
the 81 short-term activities spelled out in the
government’s 2001 BPRS Plan of Action are
complete—although it is too soon to evaluate
their impact.

Local stakeholders have taken an active role in
defining intermediate indicators as well as end
results for the BPRS. And the Catholic Church
is helping structure the social watch mechanism
authorized in the Dialogue Law as a way to
involve civil society in monitoring the BPRS. In
addition, the National Compensation Policy
establishes fiscal restructuring and efficiency
goals at the municipal level, with incentives for
municipal governments to meet them. 

Some sectors, such as health, have been per-
formance-oriented for years, either because of
their scientific nature or through the influence
of institutions such as the World Health
Organization. And, since 1982, the government
has had access to the analytical skills of the
Economic and Social Policy Analysis Unit,
which, together with the country’s National
Statistics Institute, is widely respected for its
monitoring and analytical skills. 

Challenges
The strong focus of the BPRS on such “soft
poverty” indicators as education and health
limits understanding of the larger structural
determinants of poverty. As noted above, these
include lack of a political voice and restricted
access to land and employment. Indicators for
vulnerability and social and political exclusion

would have to be added to the BPRS in order to
gain this broader understanding. 

In addition, there is a need to coordinate the
BPRS social watch functions defined in the
Dialogue Law with those that have been estab-
lished through other grassroots participation and
decentralization efforts. Also needing coordina-
tion are the country’s various methods for audits,
inventories, and financial accounting, which
now overlap and result in duplication of effort. 

And, while Bolivia’s central government has the
skills needed to gather as well as process and
interpret data, these skills are not matched at
the municipal level—where, in any event, it is
no easy task to devise performance indicators.
At the same time, there are tendencies among
donors to make monitoring and evaluation sys-
tems too complex, which results in less efficient
data collection, processing, and feedback. A bal-
ance needs to be struck between complex sys-
tems and actual capacity. 

While progress toward implementing the CDF
results-orientation principle has certainly been
made in Bolivia, weaknesses reveal that stake-
holder incentives do not consistently support
the goal. For example, international agency
respondents identified their own “disbursement
fever” as a barrier, not only to moving toward
measurable results but to other CDF principles
as well. Disbursement is an integral part of
agency culture, where an official’s success is fre-
quently measured by their ability to spend
budget allocations rather than by ability to
achieve results.

Pressure to disburse funds is also a strong moti-
vator for Bolivia’s government. The country’s
level of aid dependence means aid is tied not
simply to accessing know-how, but to balanc-
ing macroeconomic accounts: a low level of
execution lowers Bolivia’s level of economic
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activity. Strengthening the results-orientation
approach will therefore require a comprehen-
sive reexamination of the incentives—or
rather the current disincentives—contained in
the Bolivian environment. 

Central Issues
Depending on an observer’s perspective,
Bolivia’s progress toward achieving CDF princi-
ples can be seen as either a glass half empty or a
glass half full. For example, a number of the
recent institutional and macroeconomic reforms
are well under way, including the Institutional
Reform Program and the 2001 Finance Law.
However, other reforms launched several years
ago—such as those in education and decentral-
ization—still have a long way to go, perhaps
indicating a lack of institutional and political
absorption capacity. 

A further concern is that to some extent, the
CDF casts international agencies as stakehold-
ers in Bolivian arenas that are much broader
than they used to be. Local representatives and
agency headquarters staff must be on guard if
they are to avoid lapsing into not only the tra-

ditional micromanagement, but also the “macro
management” that the broad focus of the CDF
and BPRS invite. 

The challenges for both government and donors
are enormous. For Bolivia, the main challenge is
to extend national ownership of CDF principles
to all social stakeholders and important political
parties in the country—and to do so in a climate
of social unrest where large groups of people
have historically been excluded from the politi-
cal process. 

For international aid agencies, application of
CDF principles in Bolivia has reached a water-
shed: since they are now well internalized by a
critical mass of local representatives, continued
progress requires changes at agency headquar-
ters—and, in some cases, reengineering of oper-
ating methods. 

But even if the challenges are daunting, the
results so far show that progress is possible.
Given the vulnerability of the disadvantaged in
Bolivia, and of the country itself, these chal-
lenges need to be tackled—while the glass may
indeed be half full, it nevertheless needs to offer
more to Bolivia’s citizens.
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