
• privatization has to be fairly advanced;
• capital market reforms have to be fairly advanced; and
• there must be macroeconomic stability, i.e. relatively low and decreasing inflation and

interest rates.

b) Allowing the development of voluntary pension funds prior to implementing full-scale
pension reforms is crucial. These voluntary funds serve as an important educational and
lobbying force for the new pension reform. Regulatory mechanisms can be developed and
the private pension funds can develop their competence in advance of the establishment of
mandatory pension contributions to private funds. Because it is in their interest to have a
portion of the mandatory pension contribution as well, the private funds can become an
effective lobby for pension reform.

c) Private pension fund regulation is crucial and worthy of significant technical assistance.
The development of a regulatory agency must be started as early as possible to assure that
private pension funds are properly supervised.

6. Energy

a) A credible, competent regulatory body and a reformed legal and regulatory framework are
pivotal to the process of energy asset privatization. Energy privatization is an important
element of an overall country privatization strategy. It promotes the development of the
country's infrastructure development and can stimulate overall economic growth.
Privatization of the energy sector can also reduce pollution reduction. For Hungary and its
eEE neighbors energy privatization is necessary for entry into the EU.

b) In the case of a highly technically specialized area such as the energy sector, a regional
approach combines essential international comparative experience and expertise with local
host country knowledge and local project management and oversight. Importantly, this also
enhances each country's membership in regional networks.

•:. D. Other "Lessons Learned"

The following "Lessons Learned" applied to specific components of assistance normally
provided by donors.

1. Programs Utilizing Volunteers

a) Many programs of assistance utilized the services of volunteers. Based on this experience,
requisites for a successful volunteer program include:

• a resident, long-term, in-country coordinator with good managerial skills supported by
an in-country management team which can link local companies/organizations with
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appropriate volunteers, i.e. make good matches;
• well-defined scopes of work which are feasible for a volunteer to undertake in the time

owed;
• effective recruitment of volunteers who are culturally sensitive and can adjust to the for­

eign environment;
• an adequate language training program or counterparts who speak English;
• appropriate rewards or recognition for volunteers.

b) Careful identification of local companies or organizations with whom the volunteer will
work is especially important. They must be willing to host a volunteer, fully concur in the
objectives, scope and duration of the volunteer's assignment, and fully understand and be
willing to provide required support. Program managers (e.g. the in-country coordinator)
must visit the site at which the volunteer will be located to inspect both the working
environment and living arrangements.

2. Training Programs

a) Sending policy decision-makers and "influentials" abroad for study tours can be an
effective method of promoting reform. Seeing how things are done in other countries
provides participants with new ideas and working demonstrations of what is possible. Trips
abroad to participate in conferences, workshops and consultations are essential for
transforming attitudes and outlooks on democracy and market reform issues. Training
should include facilitated sessions on linking experiences which will add value to such
training programs.

b) The selection of appropriate persons for a study tour can facilitate project success.
Including representatives from a variety of concerned organizations and stakeholder groups
(e.g. political opposition representatives) will foster communications and a shared
understanding of alternative approaches, solutions and information. Groups of
stakeholders who must work together can also develop into a team as a result of
participating in training activities.

c) Training programs and study tours often need to be arranged on short notice to respond
to specific demands for information or opportunities to influence key players. Having a
flexible training mechanism, such as a contractor with the expertise to organize short-term
training and study tours and the flexibility to select the right people, can be critical to
promoting reform.

d) Practical training on specific topics geared to the needs of the trainee's organization (i.e.
contracting with local governments, financial management, etc.) tends to be much better
received and more useful than more general training. The training should seek to transfer a
specific set of skills.
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e) Foreign trainers sometimes lack the specific knowledge of the local situation necessary
to make training useful in everyday practice. Combining local and foreign trainers can
overcome this problem and foster sustainability.

f) Where possible, training programs should grant degrees or certificates that will gain
official recognition by the country's accreditation authorities or an international body.

g) Regional training, including conferences, workshops and visits to project sites proved to
be very valuable both as a learning experience as well as for networking. Seeing a reform or
activity working well in a neighboring country can inspire confidence and speed up
implementation.

3. Programs Which Make Grants to Local Organizations

a) It is important to structure grants to local organizations so that they focus on the real
needs in communities as defined by the community itself. Grants focussed on topics that are
too nebulous or theoretical will likely attract weaker proposals.

b) The monitoring oflocal grantee partners, and general communication between the grant­
making organization and grantee, need to be frequent and regular, not only to ensure
project implementation is carried through, but to allow sub-grantees/partners the opportunity
to ask questions and receive advice.

c) Training and granting activities should go hand-in-hand. Organizations that receive only
training may not have the resources necessary to meaningfully implement what is learned
in training and those receiving grants without training may be unable to properly utilize the
resource. In addition to more generalized capacity building related training, provisions
should be made for training which meets specific needs generated by the grant-funded
activity.

d) Build the indigenous capacity to manage grant-making programs as quickly as possible
by hiring local professionals at the beginning of the project. Do not keep expatriate advisors
when host country personnel can clearly handle the job. Incorporate mechanisms into the
activity design that will permit the local organization to access technical assistance when
needed.

e) The preparation of a full-scale grant proposal is a complex and time-consuming exercise.
Often potential grant recipients do not fully understand the request for proposals. A two­
stage approach in which potential recipients can submit shorter preliminary proposals or
concept papers and basic prequalification data about their organization might prove to be
more efficient and effective.
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APPENDIX I

• USAID Specific "Lessons Learned".

The following "Lessons Learned" apply specifically to USAID:

1.Keeping comprehensive, well organized files, by putting special emphasis on structured
documentation, is important as it provides a basis for evaluating programs, identifying
"best practices" and developing "Lessons Learned". During the course of program
implementation, good files are crucial to providing information which can explain what
was done in the past and what assumptions were made at the time. This can often save
time and prevent the duplication of errors.

2.Problems occur when USAID Washington decentralizes implementation authority to
field missions but utilizes highly centralized assistance/contracting mechanisms such as
IAA's, regional contracts to a single service provider or large, regional grants to a single
NGO. As noted in the "Lessons Learned" above, flexibility is critical in transition pro­
grams. To be able to adjust funding as progress and opportunities require, to allow
contractors and grantees to have flexibility in their work plans requires locally-based
activity management.

3.Close cooperation between contractors and the locally-based USAID personnel ensure
better USAID oversight of the activity and more directed assistance than is possible
when project oversight is based elsewhere.

4.The impact of related programs implemented by different U.S. Government agencies
could be enhanced with more formalized coordination and communications between
programs, in addition to informal monthly meetings of all SEED-funded partners.

S.ln the field of energy, it is possible to assist governments with the privatization process
by helping them to set up competitive bidding procedures despite the fact American
companies are among the bidders without arousing claims of bias. The U.S. technical
assistance provider must be highly professional and sensitive to the issue.

6.The Strategic Objective Team approach can work against inter-SO synergies.
Mechanisms such as regular joint team meetings need to be implemented to assure that
activities in different 50s are mutually supportive and opportunities for synergies are
not missed.



APPENDIX 2

• USAID Funding for Hungary
by Strategic Objective.

(x $1,000)

1990 1991 1992 1993 1994 1995 1996 1997 1998

Fiscal 327 2,221 3,787 3,560 6,071 5,823 5,042 2,069 1,663

SME

Financial

6,272 5,530 8,428 7,291 7,203 5,416 2,985 1,362

4,962 22,733 27,107 11,882 20,959 2,984 2,632 761 1,355

Energy 9921 1,439 699 1,028 2,322 1,264

Local 1,634 7,064 7,479 3,818 3,778 6,616 5,059 2,021 1,726

Governance

Special

Initiatives

950 11,744 1,473 2,500 3,823 2,397 1,372 1,208 900

Yearly 7,873 51,025 46,815 30,888 42,950 27,344 20,785 9,043 7,005

Totals



For more information, contact the USAID Regional Services Center at 36-1-475-4314,

or visit the USAID/Hungary website at http://www.usaid.org.hu


