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FOREWORD

Foreword

'1-;1e MENA-OECD Initiative supports public sector reform in the Middle East and
North African (MENA) region. Since its inception in 2003/4, there has been continuous
policy action in MENA countries to improve and enhance institutions for good
governance. This report offers a perspective on the progress made over the last five
years. Its content reflects the initiative’s approach: presenting country case studies in
key areas of reform (listed in Annex A), and outlining common characteristics as well
as specific circumstances. The case study methodology intends to offer policy makers a
narrative that brings alive the dynamic process of reform. What emerges is a realistic,
nuanced assessment of opportunities, challenges and institutional frameworks for
public sector reform in the MENA region so far.

This progress report is the fruit of a partnership among the MENA governments
and the OECD Secretariat to summarise this rich experience and good practice and
identify the main challenges involved in implementing these reforms. It was put
together by the working groups that form part of the MENA-OECD Governance
Programme. These groups have been monitoring the progress of public governance
reform in MENA countries and are also a mechanism for sharing knowledge and
exchanging policy options.

This first progress report attempts to avoid superficial generalisations. It forms a
very useful and solid foundation on which the next phase of the MENA-OECD project can
build. This next phase will see the countries of the region striving not only to respond to
the increasing aspirations of their young and dynamic populations for prosperity, voice
and opportunity, but also to enhance the resilience of their national economies in the
wake of the global economic and social crises of 2008/09. The report is also crucial in
identifying where political aspirations, institutional capacities, and economic and social
realities need to be aligned more effectively in the next phase of the initiative.

A number of key public governance issues are at stake: How to ensure fiscal
sustainability in response to growing demands and limited resources? What are the best
ways to ensure integrity in a scenario of increased interface between the public and the
private sector? How to make better use of government’s regulatory capacities in order to
build more efficient, transparent and fair markets? How can governments take full
advantage of the opportunities offered by new technologies? These questions cannot be
addressed through a piecemeal approach; they require a whole-of-government response
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that makes use of the linkages and interdependencies among the different aspects of
public governance. This will maximise governments’ abilities to anticipate future
challenges and to respond effectively to emerging societal needs.

This report is a first step in disseminating the rich reform experience emerging
from the MENA region, and will be a useful tool for policy makers in search of good
practice and effective policy instruments for implementing their own national
programmes of reform.
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PREFACE

Preface

Effective governments delivering sound public policies and high quality
public services are pre-conditions for stronger, fairer and cleaner economies.
This first report on the progress of governance reform in the Middle East and
North Africa (MENA) shows that governments in this region have embarked on
an ambitious modernisation process of their public institutions, paving the
way for development and sustainable economic growth. The OECD has played
a significant role in facilitating these reforms, through the MENA-OECD
Initiative established in 2005.

More than 40 experiences of recent public sector innovations and reforms
are analysed in the report: these include experiences in enhancing the
economic environment and in strengthening opportunities for citizens. In
disseminating these valuable experiences, we hope to offer useful tools for
policy makers in search of good practice and effective policy instruments.

The reforms have had a very positive impact, but more needs to be done. For
example, the public sector will have to shape new rules for the private sector. It
will need to create a more balanced regulatory framework that keeps abreast of
public responsibility and private interest, that prevents excesses and manages
risks adequately, but that does not inhibit entrepreneurship and innovation.

Calls for government transparency and accountability have also
increased, stemming from perceptions that governments were largely
inadequate in mitigating or even preventing the financial crisis. The scale of
government intervention and spending induced by the crisis has only
reinforced these calls for integrity to be placed at the heart of the good
governance agenda worldwide.

MENA countries have achieved impressive results in recent years in
reinforcing institutions, modernising legal frameworks and building capacities
for improved integrity. The process of dialogue and networking promoted by the
MENA-OECD Initiative has actively shared practices and exchanged policy tools.
We will continue reinforcing this approach - we all have much more to gain
from fairer and cleaner economies.

Growth will not be sustainable if it does not reduce inequality - including
inequality in women’s role in the economy. This is a universal challenge, valid
for the MENA region and for OECD countries alike. In our collaboration with
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the MENA region we support the efforts of several countries to improve
women’s access to public services and to provide them with employment
opportunities. As the main employer of women in the region, the public sector
can make a difference to women’s promotion and empowerment. This report
contains success stories in all these areas (such as in the rule of law, regulatory
policies, integrity and transparency, and gender policies). Together they build
a consistent view of current reform trends by MENA governments.

In November 2009, ministers from the MENA region and OECD countries
met in Morocco where they approved the Marrakesh Declaration on Governance
and Investment. This declaration sets the conditions for better employment
prospects and opportunities for future generations. The MENA-OECD Initiative
is an innovative partnership for sharing expertise, knowledge and experiences
in implementing this declaration. The OECD will continue to support MENA
countries in their governance reform agenda.

-~
____—-.-_-_:__"_:_'“_;_

Angel Gurria
The Secretary-General of the OECD
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Executive Summary

The driving forces of reform

Over the past five years the MENA region has made a strong commitment to the
reform of public governance. What have been the driving forces behind these
reforms? Many MENA governments cite the need to attract investment and
support economic growth as their primary motivation, based on growing
recognition that weak public governance can pose a major barrier to private
sector growth. Dissatisfaction with the comparatively weak growth performance
of the region compared to other developing regions has also fuelled this response.
Other governments have cited the need to combat corruption and state-building
objectives as primary drivers for their comprehensive governance reform
programme. The growing use of international rankings and greater collaboration
with international conventions (such as World Trade Organisation membership)
have also highlighted areas of governance needing attention, motivating and
assisting governments to take action on a broad front.

This report reviews achievements in implementing public governance reforms
in nine areas: human resource management, public finance, integrity,
regulation and law drafting, administrative simplification, e-government,
public-private partnerships, gender, and water resource management. Each
area of reform is treated through a discussion of overall strategies and country
case studies (listed in Annex A) profiling achievements in the first decade of
the 21st century, and particularly the past five years.

Chapter 1 examines the overall strategies used by MENA governments to pursue
reform, drawing on the rich experience contained in the nine chapters that
follow. This review finds that two governmental poles have typically led these
reform programmes across the region. Overall leadership has come from the
prime ministers’ offices, with technical support from two specialised units
attached to the prime ministry: ministries of public sector reform (a common
feature of regional governments) and civil service bureaus. Despite tackling a
broad agenda with very limited personnel and few if any operations outside the
capital, these units have played key strategic, co-ordination and monitoring roles.

Finance ministries have also played a key role in reform implementation. As a
major line agency with countrywide operations and day-to-day involvement
with other central government agencies, ministries of finance have a strategic
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overview of government, both horizontally and vertically. Supported by
generally strong management teams and greater operational flexibility than
other line ministries, they have become centres for experimentation and
innovation, even in non-financial areas such as outsourcing, public-private
partnerships, e-government and personnel management.

While reform strategies have naturally varied across countries in the region,
they generally emphasise four pillars of public governance: policy-making
capacities, public finance, human resource management and the rule of law. In
reforms to each of these areas, governments have taken different approaches
with differing results. Although it is impossible to generalise about such a
diverse region, one overall impression from the case studies is that the most
effective approaches have included consultation with internal and external
stakeholders, experimentation to test innovations followed by a gradual,
decentralised approach to implementation. These have tended to outperform
top-down, centralised and non-participatory approaches. Value-based
methods, such as developing codes of conduct, have also helped, when
combined with stakeholder consultation and participation in implementation.
Sustained leadership and determination in the face of the inevitable barriers
have also been key to success in the MENA, as in other regions.

Thematic issues

Improving the management of human resources
in the public sector

Chapter 2 describes how the countries of the MENA region are moving from
traditional personnel management systems that were weakly professionalised
and routine-driven towards integrated human resources management
strategies using performance-based tools. To support this change, most of the
MENA countries have also revised their civil service legal framework in the past
few years or are in the process of doing so. The public administration is still seen
as the employer of first and last resort, particularly in countries struggling to
find jobs for young market entrants. At the same time, MENA governments
favour private sector growth and are thus shaping new HRM rules to favour
private sector job creation so as to reduce reliance on the government as the
major employer.

Reform efforts are mainly driven by a desire to build more sustainable and
responsive public workforce policies by: i) increasing government capacity for
strategic HR management and workforce planning, anticipating labour force
changes and ensuring that capacities remain in place; ii) strengthening
performance-oriented policies and processes to reflect individualised HR
practices and to move away from regulation-based procedures; and iii) increasing
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the flexibility of HRM processes and frameworks. To illustrate these efforts, four
cases studies are presented in Chapter 2.

In Bahrain, business process transformation, new outputs and fluctuating
demand are constantly changing the skills and competencies required by
public sector staff. This is why a competency-based model has been adopted.
It aims to enhance organisational performance by matching competencies to
agency needs, to strengthen workforce planning arrangements and to make
the public workforce more responsive. In Egypt, significant improvements to
capacity management have been accomplished by progressively delegating
the HR decision-making process to ministries and local administrations,
restructuring job classifications, creating new capacity-building institutions,
and adjusting tools to improve workforce planning, including a staff database.
In Morocco, the government has built an integrated workforce planning
system in order to reprofile the public workforce based on a new job
classification, systematic updating of post descriptions within each ministry,
and aligning capacity with technological change and new civil service
missions. In Tunisia, an innovative approach has put consultation with
employees and other stakeholders at the centre of the reform process, leading
to more rapid progress on fundamental civil service reforms and reflecting
best practice from OECD countries on managing change.

Improving the management of public finances

Sustainable public finance is a major governance challenge for MENA and OECD
countries alike. Many countries are launching reforms in financial governance.
Chapter 3 notes that there are two interrelated and ambitious reform strands in
public finance for most countries in the MENA region: i) adopting a medium-
term expenditure framework (MTEF) and a programme structure for the
expenditures budget; and ii) using a performance budgeting framework for
designing and carrying out improvements in service delivery and targeting. The
chapter presents a global view of these reforms, and focuses on four case
studies to show how reform initiatives have progressed from plan to realisation.

The new regional Public Finance Training Institute (PFTI) in Egypt is mobilising
regional and international technical resources to support MENA countries
modernising their financial governance systems. Implementing such changes
is very demanding on civil servants, who have to ensure continuity while
putting in place and fine-tuning new structures, methods and concepts. The
PFTI combines national and regional perspectives to deal with key constraints
to financial management initiatives region-wide, such as the scarcity of
adequately trained personnel and the need to expand capacity at all levels.
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Eliminating oil and food subsidies in Jordan between 2004 and 2008 enabled the
country to address the great fiscal pressure imposed by continuous increases in
subsidised distribution programmes. This approach gradually phased out
almost all petroleum product subsidies and a proportion of food subsidies
by 2008. To mitigate the effects of eliminating subsidies, compensatory
measures were designed to increase salaries for all government employees,
ensure direct cash payment to non-government workers or pensioners with low
incomes, increase the payment to the beneficiaries of the National Aid Fund
and hold the price of bread constant.

Morocco is well advanced on its ambitious and comprehensive budget reform.
Its objective has been to put in place a complete set of financial governance
institutions and practices in keeping with the highest international standards.
The overriding theme is performance budgeting and management to increase
the quality of services and lower their costs. This reform involves a transition
to a programmatic medium-term expenditure framework (MTEF), giving
ministries more autonomy in managing budgetary allocations, modernising
expenditure controls (emphasising ex post over ex ante controls to give
increased flexibility to managers and more accountability for specific and
controllable results), and a budgetary information system.

Switching to a dynamic debt management system has enabled Tunisia to
ensure fiscal sustainability. Tunisia’s external debt had reached 38.9% of debt
in 2003. This prompted the country to identify ways to reduce and manage the
ensuing risks and costs. The reformed management system enables the
government to avoid uncertainties and to maintain the rigorous expenditure
control which has become the country’s hallmark. Based in part on this
achievement, the Davos Forum’s World Report on Competitiveness ranked Tunisia
second in the Arab world and Africa based on its good management of public
expenditure. The key elements put in place by this reform are: i) a complete
data bank providing transparent information on all aspects of public debt
which are relevant to risks and opportunities (interest rates, scheduling,
lenders, currencies); and ii) the creation within the Ministry of Finance of the
General Directorate for Public Debt Management and Financial Co-operation,
which became the central focus for all debt management responsibilities.

Fostering integrity in the public sector

Fighting corruption in the public sector has become a frontline issue in MENA
countries over the past five years. One driving factor has been a shift in the
mindset of governments from admitting the existence of corruption to
recognising that corruption hinders economic and social development,
distorts markets and competition and undermines the legitimacy and
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credibility of governments. A second driver has been the United Nations
Convention Against Corruption (UNCAC), ratified between 2004 and 2009 by a
large number of countries in the MENA region. The ratification of this
international binding agreement has pushed MENA countries to adopt anti-
corruption and integrity measures. These mainly focus on reforming the
legislative and institutional framework and reinforcing a culture of integrity in
the civil service, as described in Chapter 4.

Jordan is considered a pioneer country in governance reforms in the MENA
region. In 2006, under the auspices of the Ministry of Public Sector Development
(MoPSD) and the Civil Service Bureau (CSB), Jordan issued a code of conduct and
ethics in the civil service and launched a campaign against wasta (favouritism).
The code aims to enhance integrity in the civil service and closes loopholes in
the Civil Service law on accepting gifts and conflict of interest.

The Moroccan government established a Central Agency for Corruption
Prevention (ICPC) in 2007. The plenary assembly of the ICPC is composed of
representatives of line ministries, professional associations, and members
appointed by the Prime Minister to represent civil society, academia, corruption
prevention NGOs and the Ombudsman Bureau. The ICPC’s main objectives are
to propose strategic directions for a corruption prevention policy, build a
database on all information related to corruption, inform the judiciary of
corruption cases and organise corruption awareness campaigns. In 2007
Morocco also adopted a new transparent procurement system which outlines
the conditions and terms for awarding government contracts and rules
governing their management and control.

In 2006 Yemen developed a comprehensive governmental National Reform
Agenda (NRA), with the collaboration of its international development
partners. The NRA’s central anti-corruption and integrity component pledges
the Government of Yemen to reform the legislative framework to make it more
effective in preventing corruption. The government started its reform by
adopting an anti-corruption law which clearly defines corruption, creates an
anti-corruption agency, protects “whistle-blowers” and prohibits former
public servants from benefitting personally from their previous posts. Yemen
has also adopted a law on financial disclosure that requires all senior public
officials, including the president, to complete financial statements.

Ensuring high quality regulation

MENA countries have improved legislative drafting capacities in recognition of
their role in improving regulation. Given the volume of current regulatory
activity, committed political and institutional will are needed to improve the
quality of regulation in general, and legislative drafting capacity in particular.
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The four case studies presented in Chapter 5 explore the legislative drafting
process, identify guidelines to ensure technical and procedural consistency in
drafting, and outline training activities and programmes for legislative drafters.

In 2007, Egypt launched the Egyptian Regulatory Reform and Development
Activity (ERRADA). This initiative has now completed its first stage, which
involved a decentralised effort by a dozen ministries, guided by an inter-
sectoral advisory council, to compile an exhaustive inventory of all legislation
that affects Egyptian businesses. This initiative, now permanently housed
within the Ministry of Trade and Industry, is also reviewing the inventory in
conjunction with government and private sector stakeholders. This process
demonstrates the value of an open approach to reviewing legislation and has
paved the way for impact assessment on regulations affecting economic
activity in Egypt.

Jordan’s National Agenda (2005-15) identified justice and legislation, political
development and inclusion, and infrastructure enhancement as its strategic
themes. In 2009, an inter-ministerial steering committee was created to
implement the National Agenda in the context of the current economic trends
affecting the nation. Two legal databases were developed to provide legislative
drafting support, one by the government (the National Information Technology
Centre, in co-operation with the Legislation and Opinion Bureau, the office of
the Prime Minister, the Ministry of Justice, the Parliament, the Judicial Institute
and the National Library) and the other by the private sector (the Adaleh Centre
for Legal Information).

The Palestinian National Authority has implemented several interrelated
measures to enhance legislative drafting capacity. Since the establishment of the
authority in 1994 and the subsequent coming into operation of its legislature, the
Palestine Legislative Council, there have been significant changes in the structure
of its executive. These developments have led to the creation of several new
bodies to support the drafting process. In 2007, the Council of Ministers
established the higher National Committee on the Legislative Plan to develop a
systematic plan for preparing government legislation. In addition, to enhance
standards and encourage consistency in drafting legislation, the Birzeit
University Institute of Law, under agreement with the Ministry of Justice, has
developed a three-month diploma programme on legislative drafting.

In 1996, Tunisia adopted a plan to upgrade its administration. This plan, initially
implemented under the 9th Development Plan (1997-2001), reorganised primary
and subordinate legislation; modernised the working procedures of the state
administration, including a programme of computerisation; and realigned the
relationship between the government and the citizen. Structural adjustment,
begun in the late 1980s, is currently being carried forward within the
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11th National Development Plan (2007-11), which includes a commitment to
improve the business environment by modernising laws and regulations, revising
and simplifying their content, and training legal specialists in ministries.

Overcoming barriers to administrative
simplification

Excessive administrative burdens increase transaction costs in the market,
impede the competitiveness of firms, limit initiative and encourage an
informal economy. Overcoming such problems requires policies to improve
the regulatory framework, streamline administrative procedures and reduce
paperwork. The most basic objective of such programmes is to reduce red tape
and its heavy burden on citizens, businesses and public administration.
Chapter 6 describes recent administrative simplification experiences in
Bahrain, Lebanon and Tunisia.

In recent years Bahrain has become impressively modernised. This has
involved administrative simplification as a way to “create an environment
highly conducive to entrepreneurship and innovation”. This modernisation has
proceeded quickly driven by high-level political support, the creation of a Civil
Service Bureau, co-ordination by several institutions and the development of
tools for information and communications technology (ICT). The country also
developed the Bahrain Investors’ Centre in 2003 as a one-stop shop that makes
the process of registration more efficient and transparent for companies. The
Ministry of Municipalities has also set up the Municipal One-Stop Shop as a
single point for building permit requests for commercial centres and offices.
The Bahraini e-Government Authority has launched a central website portal
- Bahrain.bh - to provide a single reference point for information on Bahrain.

In Lebanon, the government has also been eager to promote administrative
simplification. The process began in 2000 by putting together a team of experts
to design specific reform proposals, provide training, prepare guidelines and
establish links between officials across government. The use of e-government
has been maintained throughout the 2000s in order to modernise public
administration. Both e-government and administrative simplification can
benefit from being combined strategically. To support the e-government
strategy, a new Administrative Simplification Unit was created in the Office of
the Minister of State for Administrative Reform (OMSAR), which promotes
reform and builds capacity. In co-operation with Libanpost, for example, it has
established an express mail service that facilitates the exchange of official
documents between citizens and the public administration. This case
highlights the importance of high-level support and a user-friendly approach.
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The Tunisia case study describes a re-engineering process, the National Strategy
for Administrative Development (2007-11), through which administrative
simplification is driven by the Prime Ministry. The goal is to improve transparency
and limit discretion where there can be opportunities for corruption. Monitoring
mechanisms, such as the Citizen Supervisor (established in 1993), have helped to
improve service delivery. To facilitate economic activities, a reform to eliminate
90% of traditional licenses and permits was initiated in 2004. Furthermore,
commitment to the ISO 9001 quality management mechanism has driven the
government to improve administrative procedures — the ISO system requires
more transparent, accountable and efficient mechanisms.

Achievements in e-government

The use of information and communication technologies to assist in
governmental activities is common in the MENA region. Concerted efforts to
apply these technologies systematically to public services and for improving
governance practices have become widespread over the past five years. The
region therefore offers a very broad range of experience in this area. Countries
like Egypt, Morocco and Jordan are primarily concerned with basic
implementation - largely in the context of improved administration — while
countries like Bahrain and Dubai are applying e-government good practice quite
widely to expand services to citizens and to foster inward investment and growth.

Chapter 7 concentrates on these recent efforts, focusing on five countries
(Bahrain, Dubali, Egypt, Jordan and Morocco) that illustrate a range of practices
in a variety of contexts. In Bahrain, trained intermediaries help the public to
accept and use new e-government services. Initially pioneered by the
telecommunications authority to assist clients with elec