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M anagement Response

This report correctly captures the
essence of the full evauation report. We
accept the findings of the report which
have been thoroughly discussed with the
evauators, Performance Review Branch
and our own daff. The evauation
badances ddicatdy the arguments in
favour and againg Canadian responsive
programming which was the hdlmark of
this program, paticulaly in the ealy
years and has come to be associated,
wrongly, with dl of Centrd and Eagtern
Europe Branch even today.

There has been considerable debate in
the CEE Branch about the relative merits
and timing of responsve versus
proactive/directive programming and
within the Agency about supply versus
demand driven approaches to
programming. The Hungary program
demongtrates thet in a country that was
largdy isolated from Western
cooperation and interaction, where a
subgtantial diasporain Canada remained
passionately committed to their previous
homedand, it was an effective gpproach
to tap that community in the ddivery of
aresponsive program. We took that
initid advantage and ran with it too long.
As the decade proceeded and knowledge
of each other expanded, the evaluators
argued that a more directive approach
from CIDA that built on the Canadian
comparative advantage would have been
yet more advantageous. Some
opportunities were missed. Thislesson
learned has dready been interndized
and acted upon in the rest of CEE
Branch for some time now.

Next steps

In the chapter on internationa assstance
in Canada and the World (1995) the

government committed to "share more
widely the results of evaluations and
lessons learned to better inform the
public, aswell as Canadian, multilaterd
and bilateral partners, and to improve
development programming'”.

Hungary isthe firs CEE country and
second CIDA country program
evauation. It isthefirs in aseriesof 4
evauations covering 7 countries. Once
completed in thefdl it is our intention to
engage a professond writer/journaist to
produce a publication for CIDA to
digtribute that encompasses the fulll
GRADUATION STORY for the 7
accession countries expected to join the
EU in 2004. Itisour hopethat this story
will be digtributed widely to OGDs,
MPs, theinternationa development
community and especidly our partners
in Canada and abroad. To be credible the
Story will have to provide more than
menta pablum. It will have to recognize
our shortcomings too and what we
learned as aresult. We are interested to
report to the diaspora communitiesin
Canada and their media outlets.
Heritage Canada has been contacted to
assig usin thisendeavour. There should
be considerable opportunity in the next
year for the Minigter to publicly identify
diaspora stars that merit recognition by
the Agency.

In addition, preiminary discussonswith
Canadian academicsin both East
European and internationa development
schools indicates there may beinterest in
developing case study curriculum to
bring the lessons learned from these
various country program evauations to
the attention of students and scholars.
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Abbreviations and Acronyms

ACCC
CCAF
CCHT
CESO
CEU
CFLI
CPB
CSDF
Cul
CWY
DACUM
DFAIT
ELTE
ERAK
ESL
EU
E/WEE
FAS
HCSO
HRD
ILO
IMC
1SO
KAP
LEA
MOL
MTO
NG|
NIS
NIVE
ODACE
OKJ
PHARE
PLAR
PPR
PSD
PTP
REE
RLDC
SIAST
SME
TOT
TNTSRP
UNHCR

Association of Canadian Community Colleges
Canadian Comprehensve Auditing Foundation
College of Commerce, Hospitaity and Tourism
Canadian Executive Service Organization

Central European University

Canada Fund for Locd Initiatives

Canadian Partnership Branch

Civil Society Development Foundation

Canadian Urban Ingtitute

Canada World Y outh

Deveoping A Curriculum

Department of Foreign Affairs and International Trade
Eotvos Lorand University of Budapest

Eastern Hungary Retraining Centre

English as a Second Language

European Union

East-West Enterprise Exchange

Irish Training Services

Hungarian Centrd Statistics Office

Human Resource Devel opment

Internationa Labour Office

Internationa Management Centre

International Organization for Standardization

Dutch equivaent of Canada Fund for Locd Initiatives
Loca Enterprise Agency

Ministry of Labour

Mobile Technology Office

Non Government Ingtitution

Newly Independent States

Nationd Ingtitute for V ocational Education

Officid Development Assistance for Centrd Europe
Nationd Training Register

Trangtion Support Project by the European Union
Prior Learning Assessment and Recognition

Project Performance Review

Private Sector Development

Partnership for Tomorrow Project

Renaissance Eastern Europe

Regiona Labour Development Certre
Saskatchewan Ingtitute of Applied Science and Technology
Smal and Medium-sized Enterprises

Training of Trainers

Technicd Vocationd Training System Reform Project
United Nations High Commission for Refugees.
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1.0 Introduction

The Centra and Eastern European
Branch (CEE), of CIDA requested this
evauation to capture the results of its
contribution to Hungary’ strangtion to a
market economy, pluradistic society and
eventua membership in the European
Union (EV). Thisandyssisthefirgina
series of assessments of countriesin
Centrd and Northern Europe that will
soon join the EU. The objectives of the
review are to: document the results,
identify lessons, further learning about
countries in trangtion and build capacity
to conduct future evauaions within
CEE and CIDA. The CEE Branch is
using this evauation asamodd for
upcoming reviews in Poland, the Czech
and Sovak Republics and the Baltic
States. Consequently the evauation plan,
al quedtionnaires and methods of data
andysis have been shared with CEE
evauation teams for adaptation to each
country’s needs.

2.0 Methodology

The specid chdlenge of thisevduation
has been to gauge the relevance and
results of amulti-faceted program
encompassing over two hundred
projects, straddling twelve years, in an
environment that has undergone
phenomend change. The assessment
included documentary andysis, file
review, development of questionnaires,
field interviews in both Canada and
Hungary as wdll as a private sector focus

group in Budapest.

Due to the subgtantia investment in
education and training initiatives, a
Separate study on, “ Canada s impact on
Education and Training in Hungary” was
commissioned.

When dedling with amultitude of
projects (i.e. a program), the traditiond
evaluation process based on an
evauation matrix for each separate
project had to be re-configured to be at
once more time efficient and more
encompassing in scope. For this purpose
arating system has been adopted,
conggtent with internationd practice.
Therating sysem assgnsvaueson a
scde of three: 1=less than satifactory;
2=satisfactory; and 3=more than
satisfactory. The scdeisused to rate dl
projects or set of projects on the basis of
a number of indicators which are
outlined in each section.

The rating system has its own inherent
logic. The evauation progresses
logicdly from the identification of

issues, to a definition of indicators, to a
quditative judgement on such indicators
for each project, to wrapping up of dl
rated indicatorsinto an overall results
rating for each project. By looking at the
find resultsratings of each individud
project, one can arrive a an overdl
rating for the program. Quditative
judgements dways retain some degree
of subjectivity. In order to minimize the
subjective e ement, the gpproach
contains an important degree of
verification. Often respondents were
asked to provide their own opinion on
ratings. These opinions were verified
through follow-up interviews,
discussons with other stakeholders, and
filereviews, eventudly leading to a
rating considered to be fair. One
evauation team rated the entire sample.

3.0 Context and Background

At the end of the 1980s, the Hungarian
government exerted a strong control
over the economy through centra
planning, price controls, subsdies and
import restrictions. The country ended

Hungary: The Trangtion Chdlenge
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the decade with a stagnant economy, a
large current account deficit and faling
international reserves. In order to avoid a
foreign exchange crigs, a gabilization
program was introduced. This included
tax increases, expenditure cuts, tighter
monitory policy and adevduation of the
currency.

In 1990 the first democratic eections
were hed marking the beginning of a
new erain domestic palitics. Policies
were adopted leading to liberdized
foreign trade rules, reduction of
subsdies, remova of redrictionson
labour markets, privatization of state
enterprises and the facilitation of private
sector growth. Thevison guiding al
Hungarian governments, regardless of
politica orientation, was to become part
of multilaterdl and regiona
organizations. Successve governments
focused on satisfying accesson
requirements as defined in the
Copenhagen criteria. Progress was
carefully monitored and adjusmentsin
Strategy were implemented when
necessary. In spite of some difficult
yearsin the mid 1990s, when exports
collapsed and imports skyrocketed,
achievements have been impressive.
Hungary joined NATO in 1999 and is
expected to become a member of the EU
in 2004.

The greatest chdlenge was and
continuesto be in the socid area
Although absolute poverty in Hungary is
relaively low, observers have reported
the emergence of a permanent
underclass of long term poor heavily
concentrated in the Roma ethnic
minority. A World Bank study estimated
that by 1997, 7.5 percent of the
population were long term poor, with 50
percent among the Roma.

Education and hedlthcare till require
Subgtantid improvements. The WHO
has reported that people in Hungary are
in worse hedth than anywheredsein
Central Europe. Per capita hedlthcare
gpending is amongd the lowest in the
region and cardiovascular diseases are
responsible for 50 percent of degths
(second highest in the world after
Russa).

In 1990 a commission of expertstabled a
Blue Ribbon Commission report with

the Hungarian government, which
outlined key strategies and priority

issues, which needed to be addressed in
the first 100 days of governance.

3.1 The Canadian Response

It was recognized at avery early sage
that Canada could play auniquerolein
the transformation of Central and East
European societies. In 1990 the
Secretary of State for Externd Affairs,
the Right Honourable Joe Clark,
remarked, “Virtualy no nation possesses
the web of intense personal connections
to Eastern and Centra Europe which we
havein Canada. That gives usa specid
interest and a specia capacity in helping
those societies become prosperous and
freg’.

The fundamentd drategy of Canadian
cooperation was based on the provison
of advice; expertise; technica assstance
to managers and decision-makers; and
the encouragement of sustainable private
sector partnerships. From the beginning,
aresponsve programming methodol ogy
was adopted and proposals were
gpproved within the context of the Blue
Ribbon Commisson's
recommendations, broad foreign policy
principles and technical consderations.
Theinitiatives largely depended on

Hungary: The Trangtion Chdlenge



Performance Review Branch, CIDA

Canadian partners and the respective
Canadian embassy in the region.

Initially a Task Force within DFAIT
administered the program. A dlient-
driven strategy based on partnerships
with Canadian organizations responded
to proposals from non-governmenta
organizations, professond associations,
academia, labour groups, the voluntary
sector aswell as other federd, provincid
and municipa governments. A two-track
gpproach was devel oped: financing
S0Ci0-economic restructuring to assst in
the trangition to a market economy; and
support for trade/investment to increase
Canadian private sector opportunitiesin
the region.

In 1995 the adminigtration of the
cooperation program was transferred to
CIDA. After intensve analysis, CIDA
issued a Regional Framework: Canada’s
Cooperation Program with CEE/NIS
Countriesin Transition (1997), which
confirmed that the program’ s objectives
would remain focused on:

Supporting the trangition to
market economies;

Facilitating Canadian trade and
investment links with the region;
and,

Encouraging good governance,
democracy and adherence to
international norms.

The Framework built on the previous
principles of partnership,
responsveness, flexibility and cost
sharing as well as emphasising direct
links between Canadian organizations
and their repective counterparts. It
focused on policy advice, capacity
building, human resource devel opment
and technology transfer.

3.2 Program Profile

Thetota dlocated for programmingin
Hungary is $35.4 million divided
between 238 projects. Ascan be seenin
Figure 1, about 66% of the overall
program condsts of bilaterd technical
cooperation activities, these are designed
and implemented by partnerships of
various types. The partnershipsinclude
combinations of private, government and
non-government organizations, matched
to achieve jointly planned objectives.

Commitments to Hungary:
19902001
Limenizion ssssEroe progamTe Bizteral
$04m (12%) =5 LN $233M(E58%)
Subegondl and regondl programmes (CEEB)
$82m (233%)

CEBR22m 6220
Canada Fund for Local Inifatives (Embessy)
7M1

*Bd.des commimernts b he Wa Bark (122m) and EBRD 267m).

Another 23% of tota commitments have
gone to multi-country projects, again
through various types of partnership
arrangements. Technically, sub-regiond
projects are funded out of the bilateral
program budget, whereas the regiona
program hasits own budget. Two
humanitarian ass stance projects took
place in Hungary, representing about 1%
of thetotal. The Renaissance Eastern
Europe program, represents a little more
than 6% of the total. Modelled after
CIDA-INC, it contributes to viability
studies and enterprise-specific traning to
promote Canadian private invesment in
Hungary. The smdl but useful Canada
Fund for Locd Initiativesis
administered by the Canadian Embassy
in Hungary and represents close to 2%

3

Hungary: The Trangtion Chdlenge




Performance Review Branch, CIDA

of thetotd. A small partnership program
adminigtered by CIDA’s Partnership
Branch and representing less than 2% of
the total, dedl's primarily with youth
exchange programs.

3.3 Sector Profile

The three objectives of Canada's
program of assistance to Hungary
provide avery rudimentary sector
breakdown of the portfolio of projects,
namely: (1) those supporting trangtion
to a market economy; (2) those
facilitating Canadian trade and
investment links with Hungary; (3) and
those encouraging good governance and
democracy. Theofficid DFAIT/CIDA
database does not contain a persuasive
sector categorization of individud
projects. The digtribution of spending
across these three categoriesis
represented in the chart below, together
with afourth category for socia sector
expenditures. Projects deding with
hedlth or education, aswdll asthe
CFLI’ s contributionsto civil society
have been extracted and exhibited
separady to highlight these sectors of
the portfolio. M ost education projects
facilitated the movetowards a free
mar ket economy.

Support to democracy and good
governanceis $10.7 million (64
projects), or 30.2% of tota. Included in
this category are alarge number of
smaller projects, such as gaff training
for the Minigtry of Judtice, travel
expenditures for attendance a
conferences, alimited traning program
for asdected individud at Hungary's
Centrd Audit Office, atraining program
for lawyers, and alimited parks
management training program. The
main expenditures, however, went to
more substantia projects often involving
multiple phases. Examples are the

bilateral project sets associated with
enhancing the operations of the Centra
Satidtics Office of Hungary, strategic
planning for municipa autonomy, and
penson reform culmingting in new
legidation. Also included are regiond
projects devoted to justice reform with
respect to minority issues and to public
sector reform.

Projects in support of afree market
economy amounted to $6 million (61
projects), or 16.8. % of thetota. Key
projectsin this category included a series
of investment promotion activities
designed to inform prospective
investors; a series of training projects
designed to support entrepreneurship; a
large series of projects designed to
provide short term senior advisors on
SME management and strategy; training
and seminars covering stock exchange
operations; atwo-phased project to
strengthen policies and practices of
Hungary’s network of savings
cooperatives, amanagement training
support project; advisory assstance to
the banking sector; a youth exchange
programs designed to introduce the
concept of entrepreneurship to young
people; and a number of smaler
activities

Sectoral Commitments to Hungary+
1990-2001

Support to Democracy and Good Governance
$10.7m (30.2%)

Promotion of Canadian- Hungarian
business linkages
$2.5m (7.0%)
Total = $35.4m

Other
$6.5m (18.5%)

Support to a Free-Market
Economy
$6.0m (16.8%)

Support to the Social Sector
$9.7m (27.5%)

*Excludes CIDA commitments to the World Bank ($12.2m) and EBRD ($26.7m).
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The promotion of Hungarian-Canadian
business linkages amounted to $2.5
million (55 projects), or 7.0 % of total.
Most of the expenditures were made
under CIDA’s Renaissance Eastern
Europe program, under which subsidies
are provided to Canadian business for
joint venture feagbility sudies and
enterprise-specific training. A tota of 55
projects were implemented under REE
since 1990, amounting to $2.2 million. A
Separate Business Bridge project
provided another $300,000 for the same
purpose of linking Canadian and
Hungarian businesses.

Support to the socia sector $9.7 million
(39 projects) or 27.5% of the whole
comprised a number of hedlth projects
and education projects, aswell as
support to NGOs. Education activities,
thelargest part in thisgroup, included
avariety of endeavoursranging from
curriculum development and reform
to labour retraining activities.
Education and training was very
much in support of a free market
economy, and only marginally and
indirectly to helping the losersin
trangition. With respect to hedlth
projects, support focused especiadly on a
regiona immunization project, alarge
Health Management Training project

and a project designed to support
Hungary’ s cardiovascular health
sarvices. Support to smal NGOs was
provided by the CFLI, funded by CIDA
but administered by the Canadian

Embassy in Budapest.

Thelast category, “Other” (6.5 million,
or 18.5% of totd) congsts primarily of
four areas humanitarian assstance (two
projects amounting to some $.4 million),
three phases of a nuclear waste disposa
project amounting to $.8 million, a
number of youth exchange programs and
$3.75 million to ODACE (this

commitment will be disbursed between
2001/02 and 2005/06. To date
$262,785.00 has been disbursed).

4.0 Evaluation Findingsand
Observations

4.1 Program Relevance

The concept of relevance itsdf needs
some thought. Relevance isjudged not
only in terms of trangition requirements,
but dso in terms of (1) what Canada can
best provide; (2) how Canadas
traditional image and preoccupations can
be met; and (3) how there can be a
mutua advantage in partnerships.

RELEVANCE
Number of Indicators of
Rating projects Relevance
or setsof
projects*
1—lessthan 2 v/ Consistent with
2— 4 policy objectives
Satisfactory v' Directly linked
3—Morethan 28 with specific
f elements of
s stactory reform agenda
i v" Critical massin
szlgrhted 28 key priority areas
erage v Timelinessin

terms of transition
needs

*Note: Projects in several phases were rated as a

set, not individually

The main bilateral program, together
with the multi- country program and
selected CPB sample projects, were of
direct relevance to the trangtion
requirements of Hungary. It istrue that
the parameters of relevance were very
widely set since "support to afree
market economy" and " support to
democracy and good governance' are
very accommodating conceptsin this
respect. Yet, in spite of such scepticiam,
it can be said thet much of the program
addressed important areas of reform. The

5
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danger of aresponsive approach isthat
projects may be scattered in many
directions and a clear focus could be
difficult to find. Even though there was
some scattering of projects especidly in
the early days (an dmogt inevitable
consequence of rapid program
establishment and build-up), and there
were too many projects of asmdl size,
we neverthel ess noticed a move towards
afocusin specific areas. Examplesare a
series of follow-up projectsin areas such
as pension reform, support to smdll
businesses, strengthening of the Centrd
Statidtics Office, support to municipa
sf-aufficency, foreign investment
promotion, support to Hungary's Savings
Cooperative Network, and education and
training. Most of these projects turned
out to be highly satisfactory and have
earned Canada a good reputation. These
success gories tend to make acritical
examination of relevance somewhat
redundant. Y e, the dynamics behind the
achievement of direct relevance are
telling. With respect to Canadas
comparative advantages, it is clear that
many of the successful projects were a
reflection of well-established Canadian
capacity, combined with competent and

eager partners.

But it isaso clear that opportunities
were missed. For example, avery
promising relationship between Canadas
Auditor Generd's Office and the
Hungarian State Audit Office cameto an
abrupt and premature end after only one
trainee had come to Canada

Canadian Comprehensive Auditing Foundation
International Audit Fellowship Program

The objective was to strengthen the methodol ogical
processes of the State Audit Office of Hungary.
During a meeting between the Auditor General of
Canada and his Hungarian counterpart, it was decided
to send a candidate from the Hungarian State Audit
Office to Canadafor training. The training occurred
approximately 10 years ago and included an executive
development program, participation in a hands-on
audit of ViaRail and the adaptation of value for
money audits to the Hungarian context. The individual
became the equivalent of an Assistant Auditor
General, responsible for value for money audits. He
has also been directly involved in the privatization of
some 85% of the State owned corporationsin
Hungary. In thiswork he has been able to apply the
methodologies learned in Canada.

This success story demonstrates that a carefully
focused program for a highly competent individual
can be effective. Unfortunately the training was a one-
shot deal. No other Hungarians came to Canada
despite numerous proposals for additional support. A
long term relationship between the two partners never
materialized. Both the U.S and the U.K. seized this
niche with multi-year programs adapted to CEE
conditions.

A relationship between Environment
Canada Perks Services and the
Hungarian Nationa Authority for Nature
Conservation cameto asmilarly abrupt
end after one exchange had taken place
(two trainees subsequently ended up in
very high positionsin areas for which
they had trained in Canada, 4ill
wondering why the program had been
stopped).

Encouragement of partnerships on the
basis of a least apotentia mutua
exchange of kills, know-how and other
cooperative action can be observed in
the relationship between Statistics
Canada and the Hungarian Centra
Statigtics Office. A conscious effort to
encourage that type of reationship
dsawhereisdifficult to find. The
fledgling partnership established
between the Ottawa Heart Indtitute and
the Hungarian Cardiovascular Indtitute
had scope in that direction, but tharr first
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successtul project together has now
come to an end even though thereis
interegting potentia for mutud
collaboration on atificid heart
development.

With respect to Canadal's traditional
image in development cooperation, one
could have anticipated a stronger
emphasis on the socia sector dedling
with the losersin trangtion. Rapid
trangtion of a society creates losers and
winners, and the trickle down theory
amply does not hold. The World Bank
has identified a permanent layer of the
very poor (7.5% of the population) asa
direct result of trangtion, haf of which
are Roma While the CFLI tried to
addressthis problem, there were no
bilaterd projects designed for it, except
for one or two smal projects providing
lega advice and training related to the
Roma. Some education projects were
indirectly concerned with socid issues,
but they mainly dedt with private sector
concerns. Smilarly, the number one
hedlth problem in Hungary,
cardiovascular disease, which causes
50% of degths in the nation and
represents a sgnificant drain on the
economy, only received atention in one
project near the end of the decade.

With less single minded focus on
responsive programming and a dight
shift towards a more directive
approach, traditional Canadian
concernswith the social sector,
especially as affected by rapid
transition, might have received more
attention.

4.2 Results

The results were andlyzed on 3 mgjor
indicators. Outputs delivered as planned;
outcome level results (apparent or

imminent); and, new spin-off results or

unexpected results.
RESULTS
Number of Indicators of
Rating projects Results
or setsof
proj ects*
1 -—lessthan 5
satisfactory v' Outputs
2_ 12 delivered
Satisfactory according to plan
3—Morethan 17
satisfactory
Weighted 24
Average

*Note: Projects in several phases were rated as
set, not individually

The results of the program were very
encouraging, with amgority of projects
reviewed being more than satisfactory. A
few projects fel short of the mark but
retained certain redeeming qudlities.
These projects suffered generdly from a
lack of sugtainability, eg. falureto have
acourse accredited within an indtitution.
Many projects were considered
satisfactory in spite of the fact that they
may have falled to atain al objectives.
For example, the performance of a
consultant may have been questionable
without unduly distracting from the
overdl impact. Projects were rated more
than satisfactory when it was clear that
all objectives were met, and effects were
ugtainable.

Some examples of pogitive results are: a
series of projects managed by the
Asociation of Canadian Community
Colleges whose adult education model
was adopted nationaly, the municipa
devel opment projects by the Canadian
Urban Indtitute, the Statistics projects
implemented by Statistics Canada and
the pension reform projects that
culminated in gppropriate legidation.
We dso wigh to highlight the successtul
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Strengthening the Hungarian Savings
Cooperatives Network project, whose
non-Hungarian resident manager became
fluent in the language. The project
delivered numerous tangible results,
including integration of the cooperatives,
the creation of adeposit insurance fund,
and the implementation of financid
analyss software. On an outcome leve,
the establishment of interna control
mechanisms throughout the network of
cooperatives contributed to the
incorporation of thisprinciplein alaw
on financd inditutions.

Association of Canadian Community Colleges
Technical Vocational Training System Reform
Project (T/VTSRP)

The goal of this 4.5-year project was to contribute to
the development of a high quality, comprehensive
post-secondary technical/vocationa education system.
Activities were based on previously delivered and
well-received methods of curriculum development
(DACUM) and principles of adult education,
including methods for credit transfer and the
application of prior learning assessment and
recognition (PLAR). In 1998, there were 8 post-
secondary ingtitutions, and an additional one in 1999,
that received approval and accreditation to offer the
new 2-year post-secondary skills training programs.
Data supplied by the Ministry of Education show that
by the end of 2000, there were atotal of 32 accredited
2-year programmes offered in 22 colleges and
successes of T/VTSRP were instrumental in winning a
second World Bank contracting opportunity in
Hungary in a partnership with a consulting company
from the Netherlands (DHV). Finaly, along-term co-
operation developed between a Canadian College
(SIAST) and the Hungarian Ministry of Education to
extend the partnership of co-operation to athird
country (Slovakia) where assistance can be provided
for itstransition. In addition to the sustainable and
measurabl e results, this comprehensive project has
accumulated awealth of information and experience
that can become a resource for additional multi-
country agreementsin CEE countries.

There are anumber of reasonsfor this
generdly pogtive picture. One of the
most prominent reasons isthe
contribution made by Canadians of
Hungarian origin. There has been an
enormous amount of pent-up
commitment on the part of Hungarian

Canadiansto assg in the trangtion
process.

- The Chief Sdidtician of Canada
is a Canadian of Hungarian
decent;

Mr. Andy Sarlos, awell-known
Canadian financier co-founded
the successful Internationa
Management Centre in Budapest,
where Y ork Universty became
deeply involved,

The Chief Executive of CUl isa
Hungarian Canadian;

The cardiovascular hedlth project
was spearheaded by a Hungarian
Canadian;

The investment promation
activitieswere carried out by
someone of Hungarian descent;
The Parks Management Training
project was initiated by a
Hungarian Canadian;

The various pension reform
projects were carried out by a
Hungarian Canadian;

Thefield coordinator of ACCC's
education projectswas a
Canadian of Hungarian decent.

They dl brought commitmernt,
intelligence and drive to their tasks.
Their work benefited greetly from an
understanding of culture, knowledge of
the language, an ability to establish close
contacts with their respective partners,
and familiarity with the sources of loca
decision making power. In fact, & lesst
39 projects or project sets of the 60
sampled enjoyed the benefit of
ggnificant involvement on the part of
Canadian Hungarians.

The program benefited enormoudy
from the passionate involvement,
sustained commitment and cultural
acuity of Canadians of Hungarian
origin.
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QUALITY OF PARTNERSHIP

Canadian Urban Institute

Fiscal Decentralization Number of Indicators of
Rating projects Partnership
In 1990, the number of municipalities in Hungary or sets of Quality
was doubled to more than 3000. To address this proj ects*
situation, the World Bank launched its Sub- 1 _lessthan 3 v Equdity
National Development Program (SNDP), which satisfactory v" Championing
provided policy analysis, advice, city assistance 2_ 8 roles
programming, and financing of specific municipal Satisfactory v' Loca integration
devel opment initiatives. Canada contributed the 3— More than 19 v Wl
services of the Canadian Urban Institute (CUI) satisfactory connectedness
thereby joining other donors who participated v/ Continuity of
under the World Bank umbrella. The CUI, in Weighted Canadian partner
collaboration with the Prime Minister’ s Office as Average v' Qudlified fied
its principal partner, embarked upon avaried 25 representative
program that started with research into the v" Burning need to
delivery of conventional municipal servicesto set address
the stage for anew vision in municipal v/ Canadian
management. Practical technical assistance was competitive
also provided to two carefully selected advantage
demonstration towns in order to improve their
financia performance and lead them towards *Note: Projects in several phases were rated as a
fiscal independence. Some examples of the results set, not individually. Some projects were rated as
of thiswork include: formation of an association “not applicable”.
of Tax Officers of local governments to “compare
notes’; discussions among small towns regarding . .
cooperation in service sharing; establishment of an The Iongevlty of a pa-tnerShl P depmds
ongoing training course in municipal fiscal on many factors, chief anong whichisa
management &t Budapest University o source of funding. The duration and
conomics; adoption of the Canadian model o . : . .

fiscal managemgnt in the two demonstration intensity of project CO||6b.OI’3II onplaysa
towns; and generally a substantially increased role, aswedl asthe potentia of mutua
awareness among municipalities of modern fiscal benefit. It has been shown with the

practices. Of considerable importance also isthe . . .
fact that Hungary now is ready itself to provide Public Sector Brldge project that

technical assistance in this area to other transition attempted to establish linkages between
countries. Canadian Government departments and

. Hungarian counterpart departments
4.3 Partnerships through the use of consultants rather

Successful partnerships were based on a than department staff was one of the
genuinefeding of equality, with joint reasons why partnerships did not last. In
involvement in project design, both addition, budgetary reasons prevented
partners keen to assume a champion's the flourishing of partnerships. Y«
role, willing to go the extra mile. Statistics Canada has maintained avita
Canedian partners have to be willing to rel ationship with the Hungarian Centra
integrate into the local process. Itisvery Statistics Office that started even before
usful to be well connected to facilitate Canada commenced its assistance
necessary decisions and gpprovals. A program. Thus a partnership's chances of
qualified field representative, sendtive surviva may depend equaly on the
toloca cultureiskey. vision and wisdom of top leadership. It
was suggested that even atoken

financia contribution could sometimes
be the catalyst to longevity ina
relationship.

Hungary: The Trangtion Chdlenge



Performance Review Branch, CIDA

A few partnerships continue to operate
activdly:
- The Canadian Urban Inditute
maintains numerous contactsin
Hungary; recipients of its
drategic economic development
training have been engaged in
the new Loca Government
Support Program for the
Visagrad 4 (Hungary, Poland,
Czech & Slovak Republics);
The ACCC has been awarded a
World Bank project in Romania,
which involves expertise from
its Hungarian partners for
implementation with hopes for
expanson to other CEE
countries,
York University and the
International Management
Centre maintain a partnership
through mutua course
accreditation, and faculty
secondment. Y ork was offered
representation on the Board of
the IMC;
A joint certificate arrangement
exigs between Niagara College
and the College of Finance and
Accountancy that requires
detailed work on curriculum that
extends beyond the life of the
project; and,
The promising partnership that
has developed between the
Ottawa Universty Heart
Ingtitute and the Hungarian
Indtitute of Cardiology, and now
seemsto linger because of
budgetary chalenges, may yet
rdly for further collaboration in
the development of artificid
heart technology.

The quality of partnership has proven
to beavital predictor of success.

4.4 Sustainability

Sudtainability of project results
condtitutes avital element of success.
Not all projects were concerned, or had
to be concerned, with the
inditutiondization of activities Thus,
trainee exchanges could be considered
successful in spite of the fact that course
materia was not formally accredited
within an inditution of learning.
Sudainahility in such a case results from
the use that is made of the learning
imparted. Thefirst congderation in the
design of aproject is how project results
can be sustained. If it is decided that a
project activity requires aforma and
ongoing process that needs to be
inditutiondized (training of trainers,
accreditation of course materid,
establishment of new sysemsand
procedures), a conscious and up-front
decison to do so is necessary. A small
number of projects failed to provide a
process of sustainability, thus
undermining long-term impact.

SUSTAINABILITY

Number of Indicators of

Rating projects Sustainability
or setsof
projects*
1-lessthan 7 v" Continuation of
satisfactory project activities
2— 6 v Fortraining
Satisfactory programs,
3—Morethan 19 accreditation
satisfactory v Legidaive
provisions
Weighted
Average 24

*Note: Projectsin several phases were rated as a set,
not individually

10
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4.5 Gender Equality

When the program was administered by
DFAIT, gender equdity was not a
gpecific concern in the projects, which
were approved. When the program was
transferred to CIDA in 1995, amore
conscious effort to integrate gender
concerns became gpparent. Andysisand
interviews with participants indicate that
despite an explicit GE policy in CIDA,
extensve work to integrate GE into
projects was not as effective as other
indicators. These findings are consistent
with other CIDA corporate reviewsin
Basc Human Needs, Infrastructure
Services and Private Sector
Development.

GENDER EQUALITY

Number of Indicators of
Rating projects Gender Equality
1—lessthan 3 v’ Focuson
satisfactory women
2— 12 v Involved
Satisfactory primarily women
3—Morethan 11 as participants or
satisfactory beneficiaries
v" Roughly equa
Weighted 23 gender ratios
Average involved
v' Scope for

structural impact

Note: Projects in several phases were rated as a

set, not individually. A number of projects were
rated as “not available”.

Gender equality consderation in
project desgn and implementation
appearsto have improved over time,
but it has not been integrated into the
majority of projects.

4.6 Social Impact of Trangtion

The importance of the socid impact of a
rapid process of trangtion has resulted in
apopulation of the permanently poor,
half of whom are Roma. The evauation
has identified the very postive role of
the CFLI in reaching out to civil society.
It has been argued that consolidation of
its program would be very beneficid
from many points of view, and may take
much more time than the one and a haf
year remaining. The Dutch, in fact, have
recognized the merit of their own
Embassy-run smdl grants program,
KAP, which they have recently extended
to 2007.

Generdly speaking, recipient NGOs
demonstrated a clear sense of thelr target
population. Projects targeted Roma,
visble minorities and refugees, the poor,
the disadvantaged, and the physicaly or
mentaly dissbled. At least 60% of
beneficariesfdl dmog exdusvey

under the category of ether youth or
women. The women: men ratio of
beneficiaries was 60:40.When asked
about their mandate, more than one third
of NGOs highlighted helping the
disadvantaged astheir top priority. Not
unexpectedly, this objective dso
received the largest number of additiond
mentions.

The CFLI in Hungary has exercised
sound judgement in its selection of
NGOs which cover abroad spectrum
with astrong developmentd potentia
The funding has strengthened the
recipient NGOs in a number of ways,
such as gaining skills and experience,
mord support, network extension,
organizationa empowerment,
community building and creating
building blocks for future activities.
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Contact is maintained with recipients
during forma or informa occasions,
which provide an opportunity for public
acknowledgement of Canada's
contribution to the efforts of civil

sodiey.

With limited staff, numerousrequests
for funding, a lar ge ongoing portfolio
requiring appropriate and constant
monitoring, the CFLI receives high
marks for efficiency and effectiveness
in reaching the poor.

4.7 Private Sector Development

Although the jury is il out, thereis
evidence to suggest that the REE
contributions to front-end feasbility
dudies have harvested margind results
in terms of actud joint ventures. Causes
for the wesak outcomes include the ebb
and flow of private enterprisein a
trangtion country, important cultura
gaps and a different concept of ethics. It
isnot that business linkages are
impossible, they are merdly
unpredictable as along-term
proposition, and expensive to support,
particularly in the absence of aclear
understanding of the leve of return
CIDA expectsfrom itsinvesment.

Earl’s Restaurant

In 1998, the Board of Directors of Earl’s Restaurant,
decided to test the watersin Hungary. Earl’sisachain
of restaurants with no overseas experience, but with a
high reputation at home. After a detailed market study
in Budapest, there was no doubt in management’s
mind that the city was ripe for the type of service and
menu Earl’s could offer. Rather than seeking ajoint
venture, Earl’swent in on its own. The plan was to
open one restaurant to gain experience in aforeign
culture, and then to expand to atotal of 4-5
restaurants. An application for a $75,000 CIDA
contribution to train staff was approved in October
1999 and training took place both in Budapest and in
Canada. A Hungarian-Canadian associate was found
to cross the cultural gap, areliable loca manager was
hired to supervise operations and there were no
significant linguistic barriers since most young staff
members spoke English. One would think that all
possible conditions were in place to launch a
successful business. There was only one significant
flaw that eventually became apparent: ethics. Food
theft, supplier kickbacks, electronic financial
manipulations, under the table transactions and other
misdemeanours were constant. Dishonesty and
fraudulent behaviour were evident at all levels. This
puts Earl’s at a distinct disadvantage. Aside from
wishing to maintain high ethical standards, Earl’s
restaurant system could not engage in questionable

behaviour either in Canada or Hungary. After losing
US$ 3 million Earl’s ceased operations.

Support to private sector development
requires amore holistic approach and a
clear, comprehensive strategy that builds
on synergies between projects. It can be
seen, for example, that entrepreneurship
training a avariety of levelswas and
remains an important need. Also vitd is
support to the development of dynamic
business associations that have the
attitudind and functiona capacity to
serve their membership. Hungarian firms
have a diginct sympathy for doing
business with Canada but lack the profit
margin needed to explore opportunities.
A sector strategy would allow for project
synergies and a“ladder of opportunity”
model that takes account of different
levels of preparedness, on both the
Hungarian and the Canadian side, to
advance to something more concrete
such asajoint venture.
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With thefraud index risng and the
cultural gap widening as one goes eadt,
car eful consider ation should be given
to all elements of investingin a
commercial venture.

4.8 Graduation

With the 1997 publication of proposed
plans to terminate Canadian cooperation
in Hungary, (with no further bilateral
dlocations following FY 2000-01) the
wind was taken out of the sails of
partners. The terminology used (“"shrink
the budget” rather than, say, "transform
the rdationship") was especidly
discouraging. While tentetive in neture,
the "graduation” plan was dated some
seven years before EU accession in
2004. At that time, graduation was
anticipated sooner than 2004. In addition
to the timing of the announcement, and
the ambiguity of itsimmediae
implications for al stakeholders, the
process of graduation needs to take into
consderation a number of factors.
Severa gppropriate graduation
principles were indeed articulated,
including the importance of
consolidating achievements and
partnerships, but the announcement
served to inhibit further project
proposals and was vague about the
nature of a transformation towards a
future relationship between the two
countries.

A mogt cregtive way towards graduation
has been found in the establishment of
the Officid Development Assstance for
Centra Europe program (ODACE). It is
very symbalic for sgnaling Hungary's
trangtion from recipient to donor; it
develops a dtrategic partnership with
DFAIT's main counterpart (the

Hungarian Minidtry of Foreign Affairs);
it increases the donor community; it can
potentidly strengthen exidting linkages
between Canadian and Hungarian
partners by making it possible to work
together in athird country. At the same
time there may be trangparency issues
that could be postively influenced by
CIDA's decades of experiencein this
area (e.g. project sdection, hiring of
consultants, procurement, €etc.).

In planning graduation, it is
important to choose the timing of the
announcement correctly, to define
with utmogt clarity a transformation
to a futurerdationship that should
include political and socio-economic
consider ations, aswell asthe virtues
of key partnershipsthat should
continue to be encouraged, and the
rolethe CFLI could play in this
overall process.

5.0 Conclusions

The objectives of this evauation were
to: capture results; identify lessons and
further learning about countriesin
trangtion.

In Hungary respongve programming
alowed Canadians to articuate their
own ideas and work with partners they
knew and liked. It encouraged
partnerships between organizations,
requiring buy-in and commitment on
both sides. It tended to avoid
bureaucracy, a very important
condderation when dedling with
government departments. It dso often
managed to stay clear of locd palitics.
Hungarian partners fet they were full-
fledged colleagues and were taken
serioudy. In this respect Canadians
redlized very well the benefits of
working with a highly educated society
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in which Hungarians were focused on
achieving their objectives. A responsve
program aso alowed for projects that
might be less politicdly paatable (eg.
Roma).

Notwithstanding the posgitive features of
aresponsive gpproach, there are of
course well-known drawbacks. It can
favour supply-driven projects, with
limited scope for the articulation of
needs from the Hungarian Sde. On a
programmetic leve, it can mean greater
fragmentation, less synergy with other
projects, and less receptivity to CIDA
input evenwhere it might be warranted.
Projects performing wdll in the fidd may
have no vighility or leverage with public
politicians or Minigriesin Hungary.
Conversdy dtated, adirective approach
negotiated with the Government can
provide an opportunity to reach policy
makers, which should be akey
consderation, at least for some types of
projects.

In spite of the generdly positive fruits
that resulted from responsive
programming, it isimportant to note
certain disadvantages. a dispersa of
assistance tending to bein smdl
amounts, the absence of longer term
commitments often necessary to promote
lasting inditutiona change, missed
sector opportunities where Canadian
comparative advantage could have
played an important role, and possibly
failed opportunities to introduce
complementarily with other donors
initiatives. In his 1994 report the Auditor
Generd recommended that the program
“concentrate on the identification of the
most appropriate sectors for Canadian
assistance, as acritical mass of projects
inasmdler number of sectors (as
opposed to projects in too many sectors)
will result in grester impact”.

Aswas remarked earlier, aresponsve
programming strategy does not alow for
clear strategic direction. A good casein
point is the environment sector.
DFAIT/CIDA project administrators
were aware of pressing needsin the
sector and knew that Canada had the
comparative advantage for addressing
them. Y i, there were hardly any
projectsin this area Smply because
Canadian organizations did not come
forward. Canada s well-developed
infrastructure and research communities
in other areas such as geomatics, laser
and optical eectronics, hedth care, and
agri-food, equaly might have been a
tremendous asset to Hungary. Moreover,
the collaboration of Hungarian
colleaguesin these areas could
conceivably have generated new
research and development gainsto
benefit both Hungary and Canada. Even
though much of Hungary’s public sector
reform in the later years was geared to
harmonization with the European Union,
thereis evidence that Canadian
government expertise might have been
more fully exploited.

As may have become evident from the
foregoing, Canada's support to the
trangition processin Hungary has been
very successful. Only in afew instances
can we spesk of aless than satisfactory
project result. But even in most of those
cases, we cannot speak of outright
falure: there were dways some
redeeming factors. Generaly spesking
there was much appreciation for
Canadas efforts. Perhaps the area where
mogt difficulties were experienced dedt
with the traditionally chalenging task of
simulating a connection between
Canadian and Hungarian private
entrepreneurs. This arearequires highly
sophisticated principles of project
management as it deds with a process
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normally |eft to the ebb and flow of
market forces.

Inlooking &t the overall experience over
the last twelve years, we may be able to
extract a number of lessons that should
be kept in mind when moving on to
provide support to other trangition
countriesin Eastern Europe, the
Americasand Asa

6.0 L essons

1. A responsive programming
approach should be
complemented by Strategic
guiddinesreflecting
treditional Canadian vaues
and priorities, Canadian
comparative advantages,
potentia for ongoing
partnershipsin variousfidds,
key locd trangition
requirements, and the
advantages of focusto
achieve impact;

2. With the proven emergence
of aclass of the permanently
poor as aresult of rapid
trangtion, especidly among
ethnic minorities, pecific
attention should be placed on
the socid sector dedling with

poverty issues;

3. The participation of
Canadians with rootsin the
beneficiary country, dl other
things being equd, should be
encouraged;

. There needsto beaclear

drategy inthe design of a
project dedling with
sudainability of results
Elements of sugtaingbility
need to be defined in terms of
specific objectivesin the
project design document;

. Specid attention needs to be

paid to the sustainability of
partnerships, from the very
firs sep of project design to
the need for follow-on phases
(including ODACE, joint
multi-country projects or
token contributions to
encourage future
collaboration);

. The planning, definition,

timing and communication of
agraduation drategy require
sengtivity to itsimpact. The
message conveyed should be
clear, and carries asense of
finde and transformation,
rather than shrinkage or
withdrawd,

. With closure pending, the

CFLI will need to embark on
awdl-defined consolidation
phase. Many suggestionsin
this respect have been made
in this report, ranging from
an increase in the budget for
the remaining years, to
consolidating the “recipient
community” through capacity
building, or mentoring
selected NGOs for
participation in ODACE;
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8.

It would be advantageous to
draft a conceptua framework
leading to a business support
Strategy that acknowledges
different needsdong a
spectrum, which can be
addressed with interlocking
projects. Such an approach
would retain the option of
promoting business linkages
with Canada, while shifting
emphasisto more
developmentd
congderations;

9.

In evauating other CEE
country programs,
consderation should be given
to a sector-regiona gpproach
using loca sector specidids,
and hands-on participation by
CEEB gaff for program
ingghts and training

purposes,

10. Before embarking on other

program evauationsin

Poland, the Baltics, Czech
and Sovak Republics,
congderable time may need
to be spent on data andysisto
ensure the availability and
accuracy of program data.

16
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Annex A: Methodology

Sampling: With respect to the bilatera
and multi-country projects, a purposive
sample was taken. The sample represents
afair digribution of projects over time,
an appropriate coverage of main sectors,
an gppropriate coverage of main themes
and recognition of portfolio focus where
this was detected (i.e. sets of Smilar
projects or phases of projects). In totd,
the sample comprises 62 projects, or
35% of the 177 projects contained in the
bilaterd/multi-country portfolio. Many

of these projects congtituted a set with
ufficent amilarities that an evauetion
could be performed on the total, not on
each project individudly (e.g. the CESO
Classic st of projects). The sample
amounted to about $19millionin
commitments, or 60% of tota. Thevery
large number of smdl projects can
explain the difference between the two
percentage figures, particularly during
the early days of the programme when
the waters had to be tested. Because of
itsimportance in the overdl portfolio,
there was blanket coveragein the
evauation of education and training
projects.

The Canada Fund for Locd Initiatives
contains atotal of 160 projects of amilar
size (dl less than $10,000) and focusing
on support to NGOs. A dratified sample
was taken with minor adjustments to
reflect fairness in terms of sector, date,
amount, digtrict and contribution type.
The sample contains 33 projects, or a
little more than 20% of totdl.

A review of the Renaissance Eagtern
Europe programme presented acertain
chalenge in that an assessment was
made of this portfolio in the year 2000
(interviewing Hungarian business

partners) and 1998 (interviewing
Canadian business partners). These
reviews were not intended as eval uations
as such, but merely provided frequency
data on responses to various pre-
determined questions. It was considered
inopportune to re-do the assessments and
introduce cause and effect relationships
in the andysis. Ingtead, the portfolio was
Stuated within a broader overview of
private sector development initiatives,

for acomparative analyss of the merits
and challenges of different project types.

Resear ch. The examination of projects
or sets of projects included file research,
review of existing progress reports,
Project Performance Reviews (PPRS)
summarizing achievements (only
introduced by CIDA management after
1996), and evaluation reportsif
avalable. Various evaduation
insruments were produced, key among
which was an aborate questionnaire for
the bilaterd/multi- country/CPB projects
touching upon al previoudy defined
evauation issues. A separate
questionnaire was produced in the
Hungarian language for the Canada
Fund for Locd Initiatives projects.
Interviews were performed both in
Canada and Hungary at dl levels.
Findings were verified through a process
of triangulation.

Analysis. Projectsin the bilaterd and
multi-country combined portfolio
(including projectsin the education
sector) were analysed on the basis of
pre-defined indicators of performance
(relevance, project preparation and
design, transfer of skills and technology,
qudity of partnership, management,
sugtainability, gender equity, and
others).
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Weighted averages by category
RELEVANCE

Number of Indicators of
Rating projects Relevance
or setsof
proj ects*

v/ Consistent with
iﬂllsfe:s;ttor;?/n 2 Cl DA angl CI_EEB
o_ 4 policy objectives

: v Directly linked
Satisfactory . =
3—Morethan 28 with specific
satisfactory elements of

reform agenda
Weighted 28 Y K Cmr'ic;litmasrseg;
Average ep y

v Timelinessin
terms of transition
needs

*Note: Projectsin severa phaseswererated asa s,
not individualy

RESULTS
Number of Indicators of
Rating projects Results
or sets of
projects*
1-—lessthan 5
satisfactory v’ Outputs
2_ 12 delivered
Satisfactory according to plan
3—Morethan 17
satisfactory
Weighted 24
Average

*Note Projectsin saverd phaseswererated as s,
not individualy

QUALITY OF PARTNERSHIP

Number of Indicators of
Rating projects Partnership Quality
or setsof
projects* | v Equality
1-lessthan 3 v/ Championing roles
satisfactory v" Locdl integration
2 — Satisfactory ) v" Well connectedness
3_Morethan 19 v'_Continuity of
satisfactory Canadian partner
v' Qudlified fidd
; representative
Vnggrg;e;d v" Burning need to
25 address
v/ Canadian
competitive
advantage

*Note: Projects in several phases were rated as a set, not
individually. Some projects were rated as “ not applicable”.

SUSTAINABILITY

Number of Indicators of
Rating projects Sustainability
or sets of
projects*
1 —lessthan 7 v Continuation of
satisfactory project activities
2 — Satisfactory 6 v For training
— programs,
g’aﬁgf/'a%rtgrt;' an = accreditation
v Legidative
Weighted provisions
Average 24

*Note: Projectsin several phases were rated as a set, not
individualy

GENDER EQUALITY

Number of Indicators of
Rating projects Gender Equality
1—lessthan 3 v Focus on women
satisfactory v Involved primarily
2 — Sdtisfactory 12 women as
3—Morethan il participants or
satisfactory beneficiaries
v" Roughly equa
: gender ratios
VXS Iegr zgeed = involved
v' Scope for

structural impact
Note: Projectsin severd phaseswere rated asa s,
not individualy. A number of projects were rated as
“not availablée’.

TRANSFER OF SKILLS & KNOWLEDGE

Number of Indicators of Skills
Rating Projectsor and Knowledge
Sets of Transfer
Projects*
1—lessthan 3 o o
satisfactory v’ Significant training
2 — Satisfactory 6 . component
3—More than 23 toingzrc detral ning
satistactory v' Learningisapplied
. v' Improvements
Weighted 26 resulting from
Average training

*Note: Projectsin several phases wererated as a set,
not individualy. A few projects were rated as* not
applicable’.
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