CHAPTER ONE

DEVELOPMENT ASSISTANCE, TECHNICAL ASSISTANCE, AND INSTITUTIONAL SUSTAINABILITY

BACKGROUND

Foreign aid to assist political and economic development has been a critical component of American foreign policy since World War II.  It is a tool that serves to fulfill overt political objectives that U.S. foreign policy specifies. In addition to outright political manifestations, there are often economic and social development goals that development assistance is supposed to affect i.e., that also serve larger, U.S. political objectives. A primary manifest goal of development assistance is to foster self-reliance and to put into place the building blocks of socio-economic progress in recipient nations. Adept development assistance programs seek to avoid such nations falling into a dependency situation requiring continual aid (Hoy, 1998). However, it should be noted that there are critics of U.S. foreign policy that claim that this is not the case and that a dependency situation is indeed desirable for U.S. interests abroad. For purposes of this research, it is assumed that development assistance practitioners and policy makers alike are interested in making development assistance achieve positive goals as stated.

Development assistance agencies such as the World Bank, have recently come to the conclusion that if a country has viable and sustainable institutions in such areas as banking, education, and human capital development, then private sector development will accelerate.  In other words, simple cash infusions and loans to developing countries are relatively ineffective unless there is some acknowledgement and effort towards the development of institutional aspects of the recipient nation (Easterly, 2001; Dollar, 1998; Uphoff, 1994; Nugent 1998).  For this reason, development assistance is now often directed to help recipient nations create and improve their institutional infrastructure. 

The objective of producing long-term benefits in the institutional realm, which will theoretically reinforce private development efforts, is termed “institutional sustainability”. This dissertation addresses factors that affect institutional sustainability. In other words, this dissertation addresses the question of why institutions do or do not maintain themselves. The remainder of this introduction will break down the complex topic of development assistance and shows how it is dispersed. Then the chapter presents the specific research problematic: a case study in higher education sustainability. 

FORMS OF DEVELOPMENT ASSISTANCE 

Development assistance comes in a variety of forms and delivery mechanisms.  The two major conduits that funnel U.S. development assistance are via multilateral and bilateral methods.  Various United Nations institutions and The World Bank are two examples of institutions that distribute development assistance through multilateral channels. While the United States and other nations of the world make annual contributions to these UN institutions, multilateral funding is largely financed through the international capital markets.

Bilateral assistance is where one nation distributes resources to nations that it alone targets. The primary agency responsible for U.S. bilateral aid implementation is The United States Agency for International Development (USAID). The U.S. government's budgetary outlays for international assistance fall under the "Foreign Operations" portion of the federal budget and are earmarked for both multilateral and bilateral distribution. U.S. Multilateral disbursements are not nearly as much as its bilateral commitments. For example in fiscal year 2002, of the approximately 15 billion dollars spent on the foreign operations budget, only about 1.4 billion was spent on multilateral economic aid. (CRS Report for Congress, 2002)

One of the more popular types of development assistance amongst donors and recipients alike is project aid.  This kind of assistance usually has a specific, visible outcome in mind such as the building of a road or a power plant.  Its popularity is derived from tangible results that often satisfy both the economic and political interests in both donor and recipient nations. (Israel, 1987).

Program aid, on the other hand, typically does not target tangible and/or visible goals. Program aid is aimed at broader policy goals (such as currency stability or other macroeconomic goals).  Often, program aid has attached to it a number of conditions that must be met by the recipient nation before any disbursements are made. For example, in debt relief packages given by the International Monetary Fund (I.M.F.), recipient nations must demonstrate that they have made substantial reductions in their public sector spending in order to receive funds.  

A third type of aid is technical assistance.  Technical assistance is where experts and equipment are sent to recipient nations where they attempt to train local populations to meet development goals.  Technical assistance is different from other types of aid.  Typically there is no outright cash outlay, grant, or loan given directly to the recipient nation, even though money is often spent for local worker salaries and/or project equipment is later donated to recipient nations. A technical assistance project might, for example, help a developing country build and manage a water supply project under the administration of a multilateral or bilateral partnership. Other typical types of aid often include food, medical and disaster assistance, and sometimes military assistance/advisement. (Tisch, 1994; Hoy, 1997.)

Technical assistance is argued to be directly linked to the institutional sustainability issue, which is the focus of this dissertation.  It is the primary mode in which U.S. development programs attempt to develop institutions in recipient nations. It is also one of the larger budgetary components of development assistance in the U.S. foreign operations budget (DAC, 2000).

LINKAGE OF TECHNICAL ASSISTANCE AND INSTITUTIONAL SUSTAINABILITY

This dissertation is focused upon technical assistance programs that attempt to: 
1) create institutions; 2) create permanent programs contained within such institutions; and/or 3) strengthen critical technical assistance elements or functions of such institutions. In this dissertation a case study of one university attempting to achieve all three of these functions is described and evaluated.  Yet, it might well be the case that findings of this research would apply to any technical assistance program that attempts to satisfy only one or two of these interests. For example, many development assistance programs are not as encompassing as developing an entire university but may in fact focus on a single activity contained within a pre-existing institution such as faculty development or developing a new library in the university.

NEW TRENDS IN DEVELOPMENT ASSISTANCE: THE TRANSITIONAL NATIONS OF THE FORMER SOVIET UNION

An era in development assistance programs began with the collapse of the former Soviet Union, adding new issues and new nations to the development arena. Since 1990, the United States and other members of the OECD nations have been sending large amounts of development assistance to the states of the Former Soviet Union as these nations attempt to make the transition towards free market economies and democratic forms of governing. Among these transitional countries are Russia itself and those of the Newly Independent States (NIS): e.g., Armenia, Georgia, Ukraine, Azerbaijan, and the Central Asian nations of: Kazakhstan, Uzbekistan, Kyrgyzstan, Tajikistan, and Turkmenistan.

Kazakhstan in particular receives a large amount of U.S. bilateral development assistance. According to the State Department, as of 2002, the U.S. government has allocated $874.3 million to Kazakhstan since it became independent. For the year 2002 fiscal year, the United States Government has allocated $81.4 million to fund such programs as Democracy Programs, Market Reform, Security Programs, Humanitarian Assistance, and Cross-Sectoral Initiatives. (State Department, 2002).

 Development assistance efforts to these nations have been plagued with a high rate of failure, and the institutional sustainability issue in these nations is of critical importance. The prior authoritarian Soviet regime left the national institutional frameworks in these nations severely ill-equipped to enter the political and economic world as nation-states.  Institutions in the NIS are having difficulty responding to the new demands of a market economy and democracy.  Thus, many multilateral and bilateral development assistance programs to be found in Russia and the NIS are designed to change and develop institutions (GAO, 1999).
IMPORTANCE OF THE RESEARCH TO US FOREIGN POLICY

The September 11th attacks underscore the importance of the Central Asian region to U.S. policy makers. In addition to the many facets that the war on terrorism brings to bear on the region, the significance of these Central Asian nations is also highlighted due to the tremendous amount of oil, gas, and minerals that are located there. The lion’s share of these resources is located in the Caspian Basin and in the nation of Kazakhstan, which is also the ninth largest nation in the world today (CIA World Fact Book, 2000).
Kazakhstan is a key player in the war on terrorism and is of vital concern for the U.S. economy and global energy markets. The U.S. has a substantial presence there and is poised to invest more money into Kazakhstan via private capital flows, increased military assistance, and increased levels of development assistance. 

For reasons suggested above, Central Asia and Kazakhstan in particular have emerged as an important part of the international political and economic system.  This dissertation is focused on technical assistance efforts in Kazakhstan. In particular, higher education institutions in Kazakhstan experienced severe institutional malaise from the year of national independence, and are an excellent choice for looking at institutional sustainability. 

Many countries including the US have and continue to provide technical assistance to higher education in Kazakhstan. As in the rest of the world, technical assistance toward institution building has become a favorite among the various development programs.  Yet, there are a multitude of delivery mechanisms and program types to be found across the range of development assistance programs and projects, and within Central Asian secondary and higher education itself.  The European Union, UNESCO, World Bank, Asian Development Bank and USAID, to name but a few, all have or had various technical assistance programs and projects in Kazakhstan since 1990.  It is likely impossible to assess even a detailed description of all these projects and programs from the different international actors in Kazakhstan, let alone any systemic analysis.  Thus, this study is interested in describing and analyzing the institutional effectiveness and sustainability of one prominent Kazakh university specifically charged by the national president to provide modern human capital resources related to economic development of the nation.  

This study utilizes the case-study method and looks at this specific institution, which is also a recipient of much international technical assistance. This institution is located in the largest city in Kazakhstan, “Almaty”. Almaty used to be the capital of Kazakhstan but the political seat of government has been moved “Astana” which is located in the north Kazakhstan (See Figure 1-1). Almaty still remains the nation’s cultural and business capital.
FIGURE 1-1

“POLITICAL MAP OF KAZAKHSTAN”

The institution that is the object of this case study is the "The Kazakhstan Institute of Management, Economics, and Strategic Research" -"KIMEP" (KIMEP is the Russian-English acronym because in Russian, all of the words as stated in the title are similar except for the last word, “Strategic Research”, in which the Russian word “Prognozirovaniya” is used instead of the word “Strategic Research”). KIMEP is a higher educational institute that is funded primarily by (USAID), The European Union's foreign aid agency- Technical Assistance to the Commonwealth of Independent States (TACIS), the Soros Foundation, and several other foreign multinational corporate sponsors. 

WHAT’S AHEAD IN THIS DISSERTATION

Chapter Two will describe some past research and issues surrounding aid evaluation and present a discussion on the topic of sustainability. Chapter Two also will introduce the topic of institutional development and issues of measuring institutional sustainability. Finally chapter two introduces the lesser-known issue of ethnicity as it relates to development assistance, and discusses issues in inter-ethnic relations that often affect institutional sustainability. Ethnic issues in Kazakhstan have remained problematic before, during, and since independence there. 

Chapter Three presents the theoretical framework that this study utilizes. Here, the related theories of Stakeholder Analysis and Systems Theory are described and reviewed. Chapter Three concludes with the presentation of the general research hypotheses that stakeholder analysis and systems theory suggests related to institutional sustainability. 

Chapter Four presents the case study featuring KIMEP’s sustainability circumstances and history, which prove to be part of the sustainability dynamic for KIMEP. In Chapters Five, Six and Seven, a number of specific research hypotheses are postulated that speak directly to the three general hypotheses derived from the two theories and relevant literatures. These research hypotheses are based upon current sustainability measurement issues and are focused as well on factors of national ethnicity as it is found at KIMEP.  Each of Chapters Five through Seven tests the six specific hypotheses derived from the general hypotheses constructed in Chapter Three. These three chapters also provide an overview of the data sources that were used in the hypothesis tests and the testing methods. Chapter Eight discusses the results of those tests and suggests further avenues of research.
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