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Study of Capacity, Change and Performance
Notes on the methodology

The lack of capacity in low-income countries is one of the main
constraints to achieving the Millennium Development Goals.
Even practitioners confess to having only a limited
understanding of how capacity actually develops. In 2002, the
chair of Govnet, the Network on Governance and Capacity
Development of the OECD, asked the European Centre for
Development Policy Management (ECDPM) in Maastricht, the
Netherlands to undertake a study of how organisations and
systems, mainly in developing countries, have succeeded in
building their capacity and improving performance. The
resulting study focuses on the endogenous process of capacity
development - the process of change from the perspective of
those undergoing the change. The study examines the factors
that encourage it, how it differs from one context to another,
and why efforts to develop capacity have been more successful
in some contexts than in others.

The study consists of about 20 field cases carried out according
to a methodological framework with seven components, as
follows:

» Capabilities: How do the capabilities of a group,
organisation or network feed into organisational capacity?

« Endogenous change and adaptation: How do processes of
change take place within an organisation or system?

» Performance: What has the organisation or system
accomplished or is it now able to deliver? The focus here is
on assessing the effectiveness of the process of capacity
development rather than on impact, which will be
apparent only in the long term.

» External context: How has the external context - the
historical, cultural, political and institutional environment,
and the constraints and opportunities they
create - influenced the capacity and performance of the
organisation or system?

» Stakeholders: What has been the influence of stakeholders
such as beneficiaries, suppliers and supporters, and their
different interests, expectations, modes of behaviour,
resources, interrelationships and intensity of involvement?

« External interventions: How have outsiders influenced the
process of change?

 Internal features and key resources: What are the patterns
of internal features such as formal and informal roles,
structures, resources, culture, strategies and values, and
what influence have they had at both the organisational
and multi-organisational levels?

The outputs of the study will include about 20 case study
reports, an annotated review of the literature, a set of
assessment tools, and various thematic papers to stimulate
new thinking and practices about capacity development. The
synthesis report summarising the results of the case studies will
be published in 2005.

The results of the study, interim reports and an elaborated
methodology can be consulted at www.capacity.org or
www.ecdpm.org. For further information, please contact
Ms Heather Baser (hb@ecdpm.org).
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Executive summary

The Rwanda Revenue Authority (RRA) was esta-
blished in 1997, charged with administering the
collection of taxes and customs and excise duties
on behalf of the government. In just six years, it has
become a performing and respected institution
that has helped increase domestic revenue genera-
tion from 9.5% to 13% of GDP. This case study iden-
tifies a number of success factors that have con-
tributed to this remarkable achievement.

A locally driven transformation process. This has
been a locally driven transformation process, under-
written by strong ownership, and driven by a deci-
sive leadership;

A clear mandate and expectations to perform. The
RRA was granted a clear mandate and strategic role
to play within government's wider development
strategy. From the outset it enjoyed a high degree
of support from official circles, and equally high
expectations to perform.

An organisational status offering space but also
protection. The RRA's agency status offered a
degree of management autonomy that enabled it
to take decisions and manage resources on busi-
ness-like principles, and to pursue its mandate
without interference or distraction.

Balancing 'hard' and 'soft' elements of capacity.
Various capabilities have been developed that
have contributed to the organisation's capacity to
perform. At one level, this meant working on 'hard'
elements of capacity that contribute to internal
efficiency and effectiveness; getting structures,
systems, procedures and technology right and
developing appropriate staff competencies. At
another level, it meant developing the 'soft' capa-
bilities that seem to hold the key to translating
capacity into organisational performance. These
included attributes such as visionary leadership
and committed management that have nurtured a
distinct corporate identity and value system, inclu-
ding a thirst for learning and critical self-aware-
ness.
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Looking in but also out. Efforts have also been made
to manage the RRA's external environment. Over
time the organisation has recognised that its
capacity to perform is in part conditioned by exter-
nal factors over which it has some degree of influ-
ence.

A pragmatic and incremental change process. Large
scale, comprehensive and predetermined reform
processes have been avoided in favour of pragmatic
and incremental approaches characterised by adap-
tation to emerging needs and priorities and pro-
gression over relatively short time frames. Working
incrementally has not meant being un-strategic.

A mature partnership between the RRA and DfID.
Over the years, the partners have developed a
'‘grown-up' relationship based on frank exchange,
team spirit and shared accountability for results.
This has allowed external technical and financial
assistance to accompany the local change process,
adapting to the local tempo of change and emer-
ging priorities.
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1 Introduction

In November 1997, the Rwandan transitional parlia-
ment passed a law (No. 15/97) establishing the
Rwanda Revenue Authority (RRA) as a body corporate
charged with administering the collection of taxes
and customs and excise duties on behalf of the gov-
ernment. The establishment of the RRA marked the
beginning of a remarkable process of organisational
development, which has seen the transformation of
the government's capacity to manage revenue collec-
tion. In just six years, the RRA has become a perform-
ing and respected institution that has helped increase
domestic revenue generation from 9.5% to 13% of
GDP. This is in stark contrast to the situation prior to
the creation of RRA. Revenue collection had been the
responsibility of a department within the Ministry of
Finance that was characterised as incompetent, ineffi-
cient and corrupt. Revenue collection was not taken
seriously by either the government or the public at
large.

This case study looks at the first six years of the RRA
and identifies the factors that have contributed to its
remarkable achievements. What has transformed it
into a performing and respected institution? What
have been the factors driving change? How important
has capacity development been to this record of
achievement? How has external assistance facilitated
the process of transformation?

The wider study of Capacity, Change and Performance
This case study is a contribution to a wider study on
Capacity, Change and Performance that is being coor-
dinated by the European Centre for Development
Policy Management (ECDPM) under the aegis of the
Working Group on Governance and Capacity
Development (Govnet) of the OECD's Development
Assistance Committee (DAC). The wider study, which
is grounded in some 18 case studies across the globe,
aims to understand what capacity is and how it is
developed, and to provide insights into how external
organisations can best support endogenous capacity
development processes. Through experiences drawn

Notes

1 The term 'capacity’ is used here to refer to the ability of an
organisation or system as a whole to perform. As such, it is
not equated with any subsidiary element such as a
particular ‘capability’. Capability refers to a specific ability of
the organisation to do something in particular, such as to
facilitate or to learn or to manage projects. Finally,
'performance' is used to mean accomplishment or
execution or delivery.

2 Forinstance, it was not possible to go beyond the
information provided by interviewees to ascertain and
verify informal and intangible aspects that are often
unwritten or unspoken, yet can have a significant bearing
on organisational behaviour.
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from the individual case studies, the wider study
seeks a better understanding of the meaning of
capacity, of the complex relationship between capaci-
ty and performance improvement, and on the
processes through which capacity is developed.

The analytical framework developed to guide the
conduct of these case studies (see inside front cover)
adopts a systems perspective and identifies seven
interdependent dimensions: the external context,
stakeholders, internal features and resources, external
intervention, capacity, endogenous change and adap-
tation, and performance.

This case study is therefore a learning initiative that
seeks to draw lessons from the experiences in
Rwanda that can inform the wider study on capacity,
change and performance.’ It is important to note that
the case study is not an evaluation and does not seek
to pass judgement on any of the individuals, organi-
sations or assistance programmes described.

Study methodology

On the basis of a selected literature review, fieldwork
was conducted over a ten-day period in May 2004 in
Kigali, Rwanda. The fieldwork consisted of

a set of in-depth interviews with members of staff of
the RRA, its board as well as selected stakeholders
including the UK Department for International
Development (DfID), the main external partner of the
RRA. Based on semi-structured questionnaires, and
guided by the wider study's conceptual framework,
the interviews focused on obtaining mainly qualita-
tive information about the process of capacity deve-
lopment, the understanding of what capacity is, and
how these relate to performance improvement. A list
of individuals consulted can be found in the annex to
this report.

In reading this report, it should be recognised that the
findings and conclusions drawn are based largely on
qualitative information obtained from key infor-
mants, and relied on the ability of interviewees to
recall events over a six-year period. It was not possible
in the time available to undertake a more in-depth
analysis of business processes or of organisational
behaviour either on the basis of more formal meas-
urement techniques or through direct observation.?
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Structure of this report

Following this introduction, section 2 outlines some
of the pertinent characteristics of the context within
which the RRA has evolved. It begins by highlighting
aspects of the country's recent history, notably its
emergence from civil strife and genocide, notes the
formal legitimacy bestowed on the organisation by
political authority, and identifies specific challenges
and opportunities that the RRA had to face at the
time of its establishment in 1997. The section ends
with an overview of the external stakeholders with
which the RRA interacts.

Section 3 describes the process through which the
RRA transformed itself from a legal text into a per-
forming and respected organisation. Section 4 then
examines the factors that have enabled the RRA to
transform itself into a performing organisation.
Section 4.1discusses the key 'enablers’ that laid the
foundation for performance improvement and
capacity development. Section 4.2 considers how
RRA leadership and management took the initiative
to transform the culture of the organisation, to one

focused on performance and integrity. Section 4.3
identifies the elements of a performance manage-
ment capability that has been created within the
organisation, and section 4.4 looks at how the
organisation sought to shape its external environ-
ment. Section 4.5 considers how the RRA's opera-
tional capabilities were developed. Finally, section
4.6 looks at the contributions of DfID, the RRA's
principal external partner, to this transformation
process.

Section 5 gives an overview of the RRA's performance
record, and highlights lessons pertaining to the inter-
play between capacity, change and performance. It
summarises the factors that have contributed to the
RRA's achievements and, in so doing, tries to identify
those factors that really made a difference and that
help explain the organisation's remarkable successes
in the midst of otherwise adverse conditions. The
section ends by speculating on the outlook for sus-
taining the gains made in the future.



2 The Rwanda Revenue
Authority in context

The development of the Rwanda Revenue Authority
needs to be put in context. This section outlines
some of the pertinent characteristics of that context.
It begins by highlighting the country's recent history,
the formal legitimacy bestowed on the organisation
by political authority, and identifies the constraints
and challenges the RRA faced at the time of its
establishment in 1997. The section ends with an
overview of the external stakeholders with which
the Authority interacts.

2.1 Rwanda in transition: the aftermath of
national collapse and genocide
The organisation's spectacular achievements have
taken place against the background of a country
emerging from trauma. After more than 30 years of
state division, ethnic conflict and growing economic
malaise, the RRA was born in 1997 into an environ-
ment that could best be described as hostile. The civil
war and genocide had left one million people dead
and nearly three million refugees in exile, the fabric
of society had been torn apart, the state and econo-
my had collapsed and infrastructure destroyed. In
1997, the Rwandan state was still in a process of
reconstruction but had begun to move to the point
where longer-term development issues could begin
to be contemplated alongside the ongoing need to
deal with issues of regional insecurity as well as
social and political fragility within its borders.

Today, it is clear that the government has succeeded
in galvanising a societal drive to pick itself up and
to work towards becoming a prosperous, secure

and confident society. There seems to be a strong
desire to succeed and to prove that the country can
re-emerge from the depths of crisis. The drive to per-
form and the eagerness to succeed are all-pervasive
and go a long way to compensate for the shortages
in capacity that the country faces. The emergence of
the RRA as a performing organisation is in many
respects symbolic of this wider drive for national
reconciliation and reconstruction. The Rwandan
government had also been able to mobilise the sup-

Notes

3 See DfID,Rwanda - Country Assistance Plan 2003-2006.

4 Revenue collection has grown from g to 13% of GDP, yet
government expenditure accounts for approximately 25%
of GDP. In view of this significant gap, efforts to improve
domestic resource mobilisation capabilities are critical.

5 Inreturn for paying taxes, citizens should have the right to
hold their government to account and to expect efficient
and affordable delivery of services.
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port of sections of the international community that
had pledged support to rebuild the country. Together
with its external partners, it has set out an agenda to
create a united Rwandan people sharing common
identity and goals. At the heart of this agenda is the
fight against poverty and the creation of a democra-
tic and inclusive political dispensation.

The Rwandan Poverty Reduction Strategy Paper
adopted in 2002 provides the overall policy frame-
work for steering the country forward. Yet the chal-
lenges are formidable. Today, some 60% of Rwandans
remain below the national poverty line, with 40%
living in extreme poverty. The UNDP's Human
Development Report 2003 ranked Rwanda 158th out
of 175 countries. Yet the economy has recorded an
average growth rate of 8% per year since 1998 and
the incidence of poverty is reportedly declining.
The process of national transformation has been
unrolling at what has been described as 'an extra-
ordinary pace'3

2.2 Formal legitimacy: the strategic role of

the RRA

The Rwanda Revenue Authority plays an integral role

in government's broader political vision and develop-

ment strategy. It is seen as playing a strategic role in:

¢ increasing the country's domestic revenue gener-
ation capability, which is critical to enabling the
country to finance its development objectives and
poverty reduction strategy, and to reduce its
dependence on outside assistance;4

e creating an enabling environment for private
sector development and attracting inward invest-
ment;

e contributing to developing a culture of participa-
tion and citizenship as part of a wider process of
establishing the norms and practices of demo-
cratic governance,5 and of bringing government
closer to the people; and

e encouraging public confidence in government as
an institution able and willing to lead the
Rwandan people from misery and strife towards
self-esteem and prosperity.

For these reasons, the RRA has from the outset been
able to count on a substantial degree of political sup-
port and backing. It has in particular enjoyed the per-
sonal support of the President, who has gone on to
play a major part in the campaign to change public
attitudes towards paying taxes and corruption. The
RRA, therefore, started life with all the legitimacy it


























































































