APPENDIX 4

THE EXTERNAL RESOURCES DEPARTMENT

 CHANGE AND CAPACITY BUILDING: INFORMATION FOR OTHERS IN THE GOVERNMENT OF SRI LANKA 
INTRODUCTION

This appendix of the fuller report
 can stand alone for those in the Sri Lankan public service who are interested in learning from the change experience of the ERD. A number of people have expressed interest to staff of ERD and some changes similar to ERD practices have been introduced into their own departments and agencies. Many people attended a session where the overview of the changes was presented and questions were discussed.
 

Other departments and agencies will, of course, make their changes in their own ways. There may be some aspects of ERD’s process that they can copy: there will be many things they need to work through based on their particular circumstances. Even in the latter cases, a review of the experience at ERD will be useful.

The following will need to occur for changes to be effective.

1. They will need to hear a wake-up call – in other words, they must accept that there is a need to change and listen to the views of their stakeholders.

2. There must both be visioning for the future and flexibility in changing goals as circumstances and capacity change.

3. There must be commitment to a longer-term process – change does not occur overnight.

4. There must be commitment through the ups and downs.

5. Staff needs to be involved in the planning and decision-making about the change process through a meaningful participatory process and attention to their development.

6. Strategy, structure, systems, and staff capacity need to be in alignment.

7. Leadership must support trial and error, and build in ways for staff to learn together.

ORGANIZATIONAL CHANGE: THE BASICS

Organizational change occurs whether or not it is planned and whether or not it is positive: change is a natural occurrence.  The questions to be addressed therefore are how to support a healthy change process and how to align it fully with desired organizational results. Both the process of change and the purpose of change must be considered, and it all boils down to people and how they feel and behave. 

One can take a systematic approach even to the uncertainties of change. It is desirable to plan change based on good data, implement according to best practices, monitor progress, and adapt as required.
 Organizational change can be classified as developmental, transitional, and/or transformational.
 Developmental change is the improvement of certain aspects of operations such as redesign of a process. Transitional change is the replacement of one way with another, such as reorganizing the structure or offering new services. Transformational change involves a fundamental shift in the organizational identity and culture and evolves over time. In transformational change, the picture of what will result is not always clear at the beginning– it will need to form and reform. 

The changes sought by other departments observing the External Resources Department experience are significant, probably fundamental and therefore transformational. This development of a shared, new mind-set requires flexible and sensitive leadership, clear and sustained commitment, appropriate structure and infrastructure, and the building of new systems. In addition, continuous learning of individuals and the system itself is necessary - development  of a learning organization.
 

The change process is often said to involve four phases: denial, resistance, exploration, and commitment. 
All change, even when desired, involves giving up the familiar and therefore involves loss, grief, and uncertainty. These are uncomfortable states and cause many a change effort to stall. Departments must hear the wake-up call, admit to weaknesses, commit to change, and minimize resistance through a wide-spread participatory process. The level of staff commitment to sustaining and continuing the development is then more likely to be high. 

Much organizational change is driven by an interest in developing the critical success factors for today’s organizations: speed, flexibility, integration, and innovation.
 These capacities are supported when the boundaries between organizational layers (vertical), units (horizontal), insiders and stakeholders (external), and nations, cultures, and markets (geographic) become more permeable. Transparency of information, capacity building at all levels of the organization, delegated authority, and rewards for accomplishment are required.  

A conceptual overview such as above is important: however it is in day to day organizational life that success or failure occurs. As important then, are the tactics used in the change. The following tactics are suggested as essentials:
 they can be recognized in the ERD experience.

· Define change as a compelling element of organizational strategy

· Put an infrastructure in place

· Work from an implementation plan

· Recognize the investment and commit to the long haul

· Think small

· Build alliances in support of the change

· Align recognition to support implementation

· Translate the change into job-level details

· Integrate the change into management systems

· Follow up relentlessly 

Leadership for change involves five independent and mutually reinforcing forces that must be supported: moral purpose, understanding change, developing relationships, knowledge building, and coherence making.
 In other words, staff must see significance in the results they are changing to attain, for them personally and for their target beneficiaries. In a culture of change, leaders must know when to think and act quickly and when to think and act slowly.

Understanding the change process enables this sensitivity. Leadership must know when to think about the big picture and when to focus on detail, when to change structures and when to build systems. Change arouses emotions, and when emotions intensify, attention to the people is key. So the leadership must be attentive to relationships and consider strategies in light of whether they will support or strain the relationships. Leadership attention is needed for building knowledge for the organization, e.g. institutional memory and learning capacity, and for supporting a continuous, collective making-sense of it all. It is often a social process which turns information into knowledge rather than an information glut. 

Leadership in transformative change is not about mobilizing others to solve problems they already know how to solve, but is about helping them confront problems that have never been successfully addressed in their department or division. Leadership helps keep a focus on positive direction and results; by understanding change, it honors the complexity and discovery of the journey, and helps people collectively extract valuable patterns worth retaining. You can’t bulldoze change – the litmus test of all leadership is whether it mobilizes people’s commitment to putting their energy into actions designed to improve things. It is individual commitment but it is above all collective mobilization. It is less about innovation – and more about innovating, less about strategy and more about strategizing.

IMPLEMENTING CHANGE   - THE ERD MODEL

Let’s review a typical department in the Sri Lanka public service  - in terms of structure, systems, and staff.

The structure often is simple: all staff may report to the Director General (DG), so the big picture of the department’s purpose and impact is viewed only from that position – if at all. Most decision-making of any operational or strategic nature may be done by the DG, and, on occasion, a second tier of management. There may be little effective delegation and a high degree of internal compartmentalization. Staff may routinely send decisions “up” and be reluctant to make them themselves. Few opportunities for information sharing may be present, e.g. staff meetings may be only for senior staff and be primarily one-way information flow.

The systems may reflect the operation of the departments primarily as operational and routine agencies rather than strategic contributers. Staff may not be able to respond to the needs of stakeholders, projects may be steered based on the experience only of individuals, and there may be no mechanisms for institutional learning or building institutional memory. There may be limited information sharing, internal or external, and minimal technological infrastructure or skills.

Staff may not have a system for developing relevant skills and a corresponding low level of accomplishment and motivation to change things.

Changes implemented at ERD, which were brought in to deal with a situation such as outlined above, are summarized below and then discussed in more detail: 

Commitment to Capacity Building

· Effective leadership by the DG

· Sponsorship and support by the UNDP

· Commitment by the staff

· Time 

Structural Changes
· Functional divisions

· Strategic cross-functional work groups 

· Weekly purposeful, participatory staff meetings

Infrastructure Development
· Information technology

· IT literacy

· Reorganized paper files

· Institutional memory

· Improved work environment 

Systems - Work Practices Implemented

· Annual workplans

· Regular accomplishment monitoring and reporting

· Staff rotations among the divisions

· Information sharing widely internally and externally / Stakeholder consultations

Staff Capacity

· Training and development

· Leadership skills

· Confidence

· Department of choice for motivated young people 

Organizational Culture

· Learning

· Focus

· Commitment

· Collaboration

· Transparency

· Good morale

COMMITMENT TO CAPACITY BUILDING

People cannot be coerced into sustained good work. They must see something that they value and perceive benefits in investing their energy, in this case, in the change process.

Leadership

The Director General of ERD, Mr. Faiz Mohideen, played a very significant role in the effectiveness of the changes experienced: the importance of his leadership cannot be overstated. The leadership approach was consistent with change leadership principles and best practices and with the tactics for success outlined above.  Staff were supported and challenged, recognized for their strengths and encouraged to stretch: everyone was engaged in the process in some way. As staff experience and confidence grew, new changes were introduced incrementally and concretely as job-level practices. Experimentation was supported, trial and error were trusted, as was staff’s ability to learn individually and collectively. Participatory practices, transparency and accountability for everyone, and leadership development were built in systematically. Change is rarely quick and easy and at ERD the time required was invested. Leadership knew that as staff gained experience, they would be able to see new possibilities and develop capacity in strategic thinking and planning. Staff felt respected, supported, and encouraged to work hard - and did so.

Sponsorship

The UNDP financially supported the capacity building in the ERD. This enabled the initial development of the technological infrastructure, staff knowledge and skill development, consulting fees regarding strategy development and implementation, and annual stakeholder consultation forums. This sustained support has been of tremendous value.

Staff Commitment

All the staff at ERD heard the wake-up call trumpeted though the assessment reports in the early 90s. They recognized the organizational weaknesses and were prepared to address them.  They trusted the leadership and showed commitment and energy as they tried the new structures and systems. 

Time

It has taken 4 –5 years for the changes to solidify and the benefits to be obvious to others. Now staff and stakeholders speak of the obvious increase in ERD competence and effectiveness.

STRUCTURAL CHANGES

Ideally structure supports strategy: it is designed to facilitate the achievement of certain goals.

Functional Divisions

In 1997, the ERD was organized into functional divisions. A division was formed for each of the major donors (Japan, World Bank, Asian Development Bank), and two for the smaller bilateral donors (east and west). Another division formed to handle the large volume of requests from public service staff for foreign training opportunities, a policy division seeks commonalities in donor priorities, a division focuses on debt management, and one support division is for administration and accounts.  

The divisions serve particular donor interests and administrative requirements and created a second tier of management  - Division Directors who have authority on operational issues and who themselves delegate to division staff. All staff still has access to the DG and do consult regularly, and, of course, overall control still rests with that position.  External stakeholders can get an ERD staff on the phone and get a quick decision. The divisional structure and delegation also reduced the number of files put up to the DG for action and therefore provided more time for the DG to focus on strategy, policy, and stakeholder consultations. 

Strategic Cross-Functional Work Groups

All ERD staff is also a member of a workgroup. There are strategic workgroups and support staff workgroups. The areas for the workgroups were chosen by the staff to address strategic, policy, coordination, innovation, and quality control needs. The strategic groups are as follows: Foreign Aid Policy, Sector Strategy, Programme and Project Pipeline, Project Monitoring, Technical Assistance, MIS, and Staff Quality. 

Often the groups take a planning and coordinating role in bringing together stakeholders or working with consultants in developing systems or frameworks. Some of the most significant strategic developments in ERD are from the work of these groups, and are reported to average 10 – 20% of the staff time. (This is an interesting example of the “Pareto principle”, where we can expect 80% of our results from 20% of our efforts, or 80% of our problems from 20% of our staff, etc.)  Once their work is routine and standardized, it is passed to the appropriate division(s).

These groups (usually) have members from various divisions, so serve as well as excellent internal networking, or horizontal boundary-busting mechanisms. These groups were initially led by division directors but now most are led by more junior staff, providing leadership development opportunities and vertical boundary-busting.

Weekly Staff Meetings

There is a weekly, 2 hour, departmental staff meeting. The agenda for the meetings is a rotating schedule of presentations of workplans (see systems section below) and accomplishments of both the divisions and the workgroups, plus questions and comments. Ongoing work is also discussed and decisions made, e.g. which donor is a likely candidate for a proposal. Staff also bring suggestions to this forum e.g. language classes for support staff. The meetings are very significant in the development of a collective identity, the “big picture” for all the staff, and of an institutional memory. 

The chair of the meetings rotates, providing another leadership and confidence building opportunity. As well, participation by all is encouraged, and symbolic barriers, such as “head of the table” are removed in support of involvement.

INFRASTRUCTURE DEVELOPMENT

Information Technology

The development of a technological infrastructure was very important to the success of ERD’s move to modern effectiveness. All staff has computers and uses them daily. ERD has a great intranet for internal information flow – e.g. workplans, meeting notes, presentations, publications. 

They also have a website for external information sharing, and plans to link their website with stakeholders such as donors. They also have developed a range of databases useful for them and for stakeholders such as implementing agencies, and the MIS working group ensures attention is paid to emerging possible applications of the technology.

IT Literacy

Not only are there comprehensive, user-friendly resources in the intranet and web-site, the staff are skilled in their use. E-mail and attachments are the primary mode of communication next to face-to-face. IT literacy is a core skill.

Reorganized Paper Files

Staff developed a records management system with a numbering system and protocols for the classification, use, archiving, and destruction of documents and files. Documents that contain important decisions and are significant to the institutional memory are held in permanent files. Day to day correspondence and other limited term documents become operational files.

Institutional Memory

The intranet, the databases, the systematic paper files and the participation in meetings build the institutional memory. ERD has a collective identity that is reinforced through these mechanisms. Information is available to all: no longer does one person perform a particular function their whole career and become the sole repository of information regarding that area.

Improved Work Environment

Staff has separate offices, with essential equipment close at hand. One of the support staff working groups focuses on workplace improvements and the benefits are enjoyed by all. 

There is moderate central air conditioning and fans in the offices. People commented on the reduction in dust and debris and the overall enhanced comfort.

SYSTEMS  - WORK PRACTICES IMPLEMENTED

The ways in which people do their work, the processes they use, form the systems of an organization. Collective routine form the circulation system of the work and the more the parts of the system are in alignment, the better.

Annual Workplans

All staff contributes to divisional and workgroup workplans with a common format: objective, activity, time frame, input, and output. These same workplans are used for monitoring progress and reporting accomplishments. The divisions prepare one-year plans and the workgroups, who are more experienced with this process, do rolling three-year plans, revised annually.
 In this way, staff are oriented to the work, can share their priorities, and have translated the change in process into work-level details for themselves. These workplans are the skeleton of the department, and their importance is not diluted by a plethora of other management systems. It’s simple, understood by everyone, and works.

Regular Accomplishment Monitoring and Reporting

Developing workplans, plus the monitoring and reporting on them, is a very effective way of integrating the change into management systems and following up systematically. Staff are continuously reporting on the progress with their plans and making adjustments as required: they really do “plan their work and work their plans”. Staff report at staff meetings and at meetings with stakeholders: these reports are on the intranet for all to see. 

Staff Rotations among the Divisions

All staff, including the directors, switches divisions every three to four years. This increases staff knowledge of ERD generally, and the “big picture” particularly. It also contributes to the collective identity, accountability, and transparency, and counteracts tendencies to feel a sense of turf.

Information Sharing Widely Internally and Externally / Stakeholder Consultations

It is clear from the processes described so far that ERD shares information internally in a systematic way. They also share their workplans and accomplishments with selected stakeholders, particularly the donors. They recently began seeking donor feedback on draft workplans for divisions as well as working groups. This transparency is an important part of the culture.

STAFF CAPACITY

Capacity is the ability to do something that you choose to do. In a changing environment, the knowledge and skills of staff must change to support the systems. In ERD’s case, there was a lot of initial skill development regarding planning, teamwork, and technology as well as continuous learning. This has developed as a core departmental value and process.

Training and Development

One of two commissions, The Administrative Service and the Planning Service, recruits new staff. They then are available for hiring by the departments, who have no human resource unit and often lack systematic development processes. ERD staff has benefited from opportunities through this UNDP capacity building project. 

The Staff Quality working group has created systems to ensure staff training. All new staff now receives induction training regarding the departmental mission, functions, structures, and systems. All staff now has an individual development plan, where their current skill level is compared with core and technical competencies, and areas for development noted. As well, arrangements are made for in-house training sessions led by donors, senior staff, and external trainers. ERD staff is eligible for foreign training opportunities, as are all public servants. When they return from any training, they report to the other staff on the main learnings and how they can be applied in ERD. They also file their presentation on the intranet and place a copy of the training materials in the library.

The participatory nature of the management practices described earlier is a form of staff development, as is the development of technological literacy. Each staff has two avenues for developing themselves, and the department – their divisional role and their working group role.

The learning culture, described below, is a significant factor in this. 

English is the language of the staff meetings, of the workplans and reports, of the interactions with the Director General. In general, English language skills are good and training opportunities to increase language skills are available.  Thus most ERD staff can communicate effectively with donors and external consultants and take advantage of other opportunities in English – e.g. other training.

Leadership Skills

Leadership skills are developed through presentations at staff meetings, coordination and collaboration, and meetings with the stakeholders. Staff has ample opportunity to plan and deliver presentations on their work. Also, as mentioned, most working groups are led by junior staff and all staff takes turn chairing the staff meetings.

Confidence

The ERD staff is proud of their accomplishments and the ways their department is different from more traditional departments. This overall pride plus their experience with all the systems described here builds a confidence to continue to learn.

Department of Choice for Motivated Young People

Many of the younger people spoke of choosing ERD because they knew they would have to work fast and hard, and that they would have opportunity to feel satisfied with their accomplishments.  They also knew they would gain personal skills and knowledge and, in some cases, degrees, which would help them in their entire career. They trusted that the leadership and (most) other senior staff would support them in their learning process.

ORGANIZATIONAL CULTURE

The development of capacity and the application of that capacity for focused results rest ultimately on the organizational culture - the patterns of interaction, the emotional environment, and the degree of synergy. Changing an organization is actually re-culturing – ERD has become a culture of learning, focus, commitment, collaboration, transparency, and good morale.

Learning

ERD is a learning organization, a goal often talked about but not so often realized. This is the essential element of the success of their development: they learned about the learning process together and now trust it. They acknowledged there was much to learn: there is an expectation of trial and error, of reflection on practice and subsequent re-framing, and of re-tuning. They are now experienced with learning by doing and know that it is an uneven road. 

When the workgroups were first formed, they had no roadmap. They struggled to figure out their goals and their process.  They identified needs and forged ahead with strategies. They lived with the tension of uncertainty and found a balance between analysis and action. They were not “rescued” from their struggle by a plan laid out from above: they learned that they could do it and now know how to do it.  

Focus

The use of workplans as the central tool ensured an emphasis on purpose at the workgroup and divisional level. Clear, shared purpose is the foundation of team success, and provides the framework for prioritization. 

Commitment

ERD staff takes seriously their responsibility to support the development of Sri Lanka through their mission. They also take seriously their accountability to follow through or adjust their workplans. This kind of commitment is the fount for energy for their work and that personal investment of energy is the cornerstone of an effective workforce. The commitment was fostered through demonstrations of respect and trust by the leadership.

Collaboration

The staff is in this together and they know they need each other. They share the work in divisions and particularly in the workgroups. Typically workgroup meetings serve a coordinating function – determining the allocation of tasks and the reporting on progress. Each person’s work is necessary to achieve the collective results. And while the system of determining level in the Sri Lanka public service strictly on seniority does have drawbacks in terms of flexibility in recruitment and rewards for performance, it does lend a non-competitive air. 

When the divisional structure and corresponding divisional responsibilities and number of staff were being designed, it was done collectively by the staff without knowing who would be in which division, including the directors. The planning was therefore done in the absence of personal agendas and with most chance of objectivity. After the DG allocated the people to the roles, there was discussion of how the system now looked from the inside, how the reality fit with the expectations and some adjustments continue to be made in staffing numbers, etc.

As discussed, they have learned to work together, to enter into dialogue and to keep irritations in perspective, to share successes and mistakes. Collaboration requires awareness of interdependence - shared purpose, expectation of continuing relationship, and give and take.

Transparency

ERD is a culture of shared information, public commitments, and public accountability, internally and externally. While this is stressful for some staff on occasion, they know that they are all part of a continuously improving system. Many examples of this transparency have been noted: it must also be noted that this is not usual in the public service in Sri Lanka (or most places). It serves as a motivator and a collective identity builder.

Good Morale

I do not claim that each and every staff member is completely satisfied, but this is not to be expected in any organization. Overall, morale is good. Staff hopes to now reap some of the benefits of their work in terms of increased efficiency supported by new systems and processes, they are justifiably proud of the changes they have made, and are also pleased with learning and development opportunities. 

Resistance was identified previously in the report as a natural part of change. In the ERD experience, it was reduced through the strength of the wake-up call, the sensitivity of the leadership in incrementally introducing certain changes (such as the leadership of working groups by junior staff), the transparency, and the participatory nature of the planning and monitoring.

This good morale was demonstrated during my visit. Staff members were keen to talk with me, to ask for observations about their work and suggestions for continuing improvement, and to participate in the learning sessions I facilitated. 

CONCLUSIONS

To increase the capacity in your departments and agencies, use and adapt what you think is most relevant for you from the above. The journey will be challenging, and, given the proper supports, your staff and stakeholders will benefit. Start, assess, learn, adapt, and keep at it!

�  Change and Capacity Building, The External Resources Department, Ministry of Finance, Sri Lanka Public Service, Report on Change Consultancy Mission, February 2002,  Rosalyn Howard, UNDP Consultant


�   This consultant led a session on February 21/02 with approximately 50 invited officials from other departments. Handouts of the Powerpoint slides from that session are part of the full consultant’s report and are available from ERD staff.


�   See R. Bellingham, 2001


�   See L. Anderson and D. Anderson , 2001


�   See Senge 1990, 1994, 1999


�   See Fossum 


�   See Ashkenas et al. 1999


�   Mourier and Smith, 2001


�    Fullan, 2001


�   Fullan, 2001


� These workplans will be part of the assessment used in the future evaluation mission and the content will not be documented here.
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