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Summary:

Before USAID Serbia’s Business Enabling Project (BEP) started in 2011, it was much harder to run a business in
Serbia. In 2015, the World Bank ranked Serbia among the worst five countries in the world in the Getting
Construction Permits category of its annual Doing Business Report. The reform of the construction permitting system
had attempted before and it failed. Eastern Europe has been characterized by many observers as a region “stuck in
transition” and in Serbia, as elsewhere in the region, while the government and donors have been pursuing a long
list of reform agendas for more than a decade, the public administration has been resistant to many of these efforts.
However, USAID Serbia found that the realm of economic policy reform is an ideal environment for CLA. While
reforms of a country’s economic and regulatory policy are highly complex and volatile, given the wide number of
actors interested in positive changes in economic policy, a project that has consulted widely, identified changes that
could improve the regulatory environment, and built in time to seek feedback, adapt and improve, has the potential to
support substantive and sustainable reforms. The streamlined construction permitting process and the introduction of
an e-permitting system supported by BEP have resulted Serbia jumping to 10th place in the 2018 edition of the
World Bank Doing Business Report in the Getting Construction Permits category. The reforms supported by USAID
and BEP have resulted in record numbers of permits issued; the growth of the construction sector due to the
streamlining of the permitting process has also increased the contribution of the sector to Serbia’s GDP to 6 percent
of GDP. Moreover, BEP's CLA approach and the success it generated has led to an adoption of many of the same
CLA principles across USAID Serbia’s assistance portfolio. All of the Mission’s new awards have been designed to
maximize flexibility, and the testing and refining of approaches to addressing development challenges, by using
results-based procurements and prioritizing the adaptive management approaches that were so successful in the
case of BEP and its work in construction permitting.

1. Which subcomponents of the Collaborating, Learning and Adapting Framework
are reflected most in your case (select up to 5 subcomponents)?
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2. What is the general context in which the case takes place? What organizational or
development challenge(s) prompted you to collaborate, learn, and/or adapt?

Before USAID Serbia’s Business Enabling Project (BEP) started, it was much harder to run a business in Serbia. In
2015, the World Bank ranked Serbia among the worst five countries in the world in the Getting Construction Permits
category of its annual Doing Business Report. Investors had to wait for almost a year (289 days) for a construction
permit and interact with up to 20 public sector entities in the process. Construction permits were a symbol of
corruption and inefficiency in the public sector. lllegal construction activities flourished. The construction industry
stagnated at a level greatly below that seen before the global economic crisis. Other related industries were hurt as
well. Once construction was completed, and a business moved into new premises, business owners faced more than
40 different inspections, poorly coordinated and often overlapping. Inspectors rarely offered compliance advice to
business owners, preventive inspection practices were underdeveloped, and fines were used as a key method of
inspection oversight, which incentivized businesses to avoid registering and remain in the gray economy. These
unregistered businesses remained highly vulnerable, lacking access to the services and resources they needed to
grow, while at the same time the Serbian economy was deprived of much needed tax base. USAID Business Enabling
Project (BEP) Chief of Party described the situation at the Project’s onset thus: “People understood what needed to be
done --but how to get it done was not so well understood, so there was space to facilitate discussions”. The reform of
the construction permitting system had been attempted before and it failed. Eastern Europe has been characterized
by many observers as a region “stuck in transition”, and in Serbia, as elsewhere in the region, while the government
and donors have been pursuing a long list of reform agendas for more than a decade, the public administration has
been resistant to many of these efforts.

3. Why did you decide to use a CLA approach? Why was CLA considered helpful for
addressing your organizational or development challenge(s)?

USAID Serbia’s previous experiences with similar reforms (and failed attempts at permitting reform) provided the
Mission with a clear rationale for modifying its approach, and to apply a more adaptive approach. As Albert Einstein
claimed, “Insanity is doing the same thing over and over again and expecting different results”. In case of Serbia and
the construction permitting reform, there was a realization that there may be a basis for creating an affirmative context
for reform, but it would take serious efforts and broad consensus. This broad consensus would require the
establishment of feedback loops to ensure that the project was continuing to meet the expectations of a large group of
stakeholders, to keep consensus and forward momentum on track.

Also, the Mission realized that reforms of this kind are painful, and the context may get worse before it gets better. To
address these ups and downs, political commitment would be essential, throughout the reform, not only at the
beginning. This, again, would require regular feedback and adjustment to ensure that commitment was maintained.
There was also a recognition that while people may like reforms, real behavior change was a much larger challenge.
Thus, to effectively achieve not only the passage of reform, but also its implementation, an adaptive approach would
be needed to truly affect the way permitting officials, who had the largest role to play in implementation, thought and
operated. This behavior change would not be a linear process, and it would require regular monitoring and
adjustment.

Finally, the USAID/BEP team realized that reform is a process, not a product, and that it takes time and continuity,
and fine-tuning must be part of it. Consistent and effective monitoring of the reform process was thus seen as a key
ingredient for ability to fine-tune, and react.



4. Tell us the story of how you used a collaborating, learning and/or adapting approach
to address the organizational or development challenge described in Question 2.

This is the most important question on the form.

BEP’s CLA approach was founded first and foremost in effectively diagnosing why the current system worked the
way it did, not only to ensure that the solutions proposed were fit to the Serbian context, but also to build a platform
for broad dialogue. The analysis conducted, and a rough concept of what reform could look like, was used as a
basis for beginning broad consultations with private and public sector stakeholders. A focus on effective strategic
communication of the challenge and opportunities of the reform created demand, motivation and engagement both
within the government and private sector stakeholders. This broad consultation and outreach also stimulated a
number of relevant professional associations and other stakeholders to contribute to conceptualizing, legislating,
and implementing the reform, which effectively crowdfunded the reform. Private-sector construction professionals
donated hundreds of hours of their time to inform this reform, especially after they realized that their advice was
heard. This not only enabled the development of a broad coalition that could see the reform through; it also
provided a basis for regular feedback and improvement of reform proposals. The effective communication and
engagement of relevant stakeholders helped the project immensely in adapting to new circumstances, and
maintaining confidence that everything would be fine. Moreover, by making the reforms supported widely visible,
and underlining the benefits that they would bring to Serbia, the project managed to earn strong support from the
Government.

The project also employed adaptive management tactics in building and maintaining broad consensus within the
government, specifically by engaging champions at various levels of the government and regularly consulting them
to maintain commitment and ensure that interventions remained on track. The reform was championed by the
Deputy Prime Minister and Minister of Construction, Zorana Mihaijlovic; the project met with her every two weeks to
adjust tactics as necessary and maintain high level commitment to the tactics being employed and the initiatives
underway.

This reform took a lot away from permitting officials by making their work so much more transparent. At the same
time, it gave them a feeling of acknowledgment that they are mostly deprived of. Once perceived as agents of
corruption, they are now administrators of the most sophisticated public sector procedure in country. In order to get
there, the project invested a lot into building their implementation capacity and thus helped them adapt their
“realities” to new requirements and responsibilities. By the time the new law on construction permitting had been
passed over 5000 permitting authorities had been trained. A call center was set up to diagnose and address
implementation issues, and regular monitoring of implementation enabled regular adjustments to processes and to
the e-permitting software that further streamlined the issuance process.

Consistent monitoring was an instrumental element of this successful effort. Monthly statistics on e-Permits
provided near-real-time feedback on what was going on and what needed to be improved. Tracking numbers
allowed for timely and targeted corrections, and provided information needed for adaptive management. It also
enabled fine-tuning: since the adoption, the One-Stop-Shop bylaw was amended four times, always resulting with
improvements identified through the monitoring process. This process also contributed to behavior change within
issuance bodies; high performing institutions and municipalities were recognized for their achievements, while
mobile teams and consultants worked to address poorer performers.



5. Organizational Effectiveness: How has collaborating, learning and adapting affected
your team and/or organization? If it's too early to tell, what effects do you expect to see
in the future?

The success of BEP's CLA approach has inspired USAID Serbia to enable adaptive management approaches across
its assistance portfolio. All of the Mission’s new awards have been designed to maximize flexibility, by identifying the
development challenge to be addressed, and giving offerors the space to propose solutions and utilize the adaptive
management approaches that were so successful in the case of BEP and its work in construction permitting. As one
example, in the case of the Mission’s work on economic policy reform, the design and procurement process for the
successor to BEP required all offerors to focus their proposals on how they would manage the reform processes
would undertake: how offerors will adapt to challenges, engage different and numerous stakeholders, and how they
will integrate regular assessment of the effectiveness of interventions and adapt approaches to take account of
changes in context and stakeholder interest during implementation.

6. Development Results: How has using a CLA approach contributed to your development
outcomes? What evidence can you provide? If it's too early to tell, what effects do you
expect to see in the future?

Serbia rose from 186th place in the World Bank’s 2015 Doing Business list in the area of issuing construction

permits to 10th place in the 2018 edition. Serbia’s construction permitting reforms were the main driver of Serbia’s
improved overall Doing Business score. Serbia moved from 93rd in the 2014 Report to 43th place in the 2018
edition. More construction permits are being issued as a result of the reforms supported; 45% more construction
permits are issued today than two years ago (2014-2016) and in August 2017, Serbia hit a new high in the number of
construction permit issued, with 1,878 permits, the greatest number since statistics were first recorded. The
construction industry has been Serbia’s fastest-growing sector for the past two years. Its share of around 4 percent
of GDP before the reform has increased to around 6 percent of GDP after the introduction of one-stop-shops.
Streamlined construction permitting has contributed to a decline in illegal construction. lllegal construction, once a
symbol of corruption and backroom dealings, has been brought out into the light by moving all administrative steps to
the transparency of the Internet. Probably the most important outcome of the Mission’s CLA approach that resulted
in the successful reform of the construction permitting system is the fact that now people believe such major reform,
which changed the way that this critical business process had been carried out for decades, is possible. The
permitting staff, their supervisors, government ministers, and the public Construction permitting reform has also
shown that e-Government in Serbia is possible and that it can have tangible results in increasing transparency,
streamlining processes and increasing the accountability of government institutions. This reform is now spilling over
to other segments of public administration; e-governance is now a signature initiative of Serbia’s Prime Minister.



7. What factors affected the success or shortcomings of your collaborating,
learning and adapting approach? What were the main enablers or obstacles?

The fact that BEP was implemented through a results-based, flexible mechanism enabled the project to prioritize
learning and experimentation from the outset. While Serbian public and private stakeholders understood that major
reforms were necessary in 2011, how to get to these reforms was not so well understood. Leaving the “how” up to
the implementing partner enabled them to invest in the sorts of deep analyses and consultations to not only
effectively target their interventions, but also to put in place a platform for broad consultation and feedback, which
enabled the project to continually adjust activities in response to feedback to ensure continued positive momentum.
Another critical factor in the success of BEP’s CLA approach was the integration of adaptive management
processes opportunities throughout the project’'s implementation approach. Early on, project staff were organized
into task and activity managers and teams to more effectively manage engagement around the main initiatives the
project had undertaken, which put in place a structure for regular, inclusive review of implementation. The project
also put in place a similar structure with key counterparts, investing in joint work planning processes and regular
reviews of process. These structures were not only important to learning and adapting; they were also key to
maintaining the levels of internal and external commitment to achieving joint results, which was critical to the
success of the complex reforms BEP undertook.

8. Based on your experience and lessons learned, what advice would you share with
colleagues about using a collaborating, learning and adapting approach?

Inclusivity is costly, but essential. When complex reforms are undertaken, broad consultation and consensus on the
root causes of the challenge to be taken on is key. While broad consultation and buy in takes time and resources,
it lays a foundation for regular feedback and finetuning that is critical to the success and sustainability of reforms.
Building a broad stakeholder base is especially important in turbulent political environments when government
commitment could disappear overnight.

Communicate, communicate, communicate. Broad outreach and engagement is the only effective way to carry out
major reforms. In order to engage a broad stakeholder base in reforms they may not be familiar with, they need to
be motivated, to understand where the changes will take them, why the reform is good, and what their role is. They
get to understand this only when they are informed, which means the effective communication lies behind any
successful reform. However, building effective outreach campaigns targeted at multiple audiences requires the
development and testing, and retesting, of messages. This sort of adaptive communications strategy is critical to
maintaining broad commitment to reform throughout the ups and downs of a complex reform process.

The CLA Case Competition is managed by USAID LEARN, a Bureau for Policy, Planning and Learning
(PPL) mechanism implemented by Dexis Consulting Group and its partner, RTI International.
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BEP’s CLA approach was founded first and foremost in effectively diagnosing why the current system worked the way it did, not only to ensure that the solutions proposed were fit to the Serbian context, but also to build a platform for broad dialogue.  The analysis conducted, and a rough concept of what reform could look like, was used as a basis for beginning broad consultations with private and public sector stakeholders.  A focus on effective strategic communication of the challenge and opportunities of the reform created demand, motivation and engagement both within the government and private sector stakeholders. This broad consultation and outreach also stimulated a number of relevant professional associations and other stakeholders to contribute to conceptualizing, legislating, and implementing the reform, which effectively crowdfunded the reform. Private-sector construction professionals donated hundreds of hours of their time to inform this reform, especially after they realized that their advice was heard.  This not only enabled the development of a broad coalition that could see the reform through; it also provided a basis for regular feedback and improvement of reform proposals.  The effective communication and engagement of relevant stakeholders helped the project immensely in adapting to new circumstances, and maintaining confidence that everything would be fine. Moreover, by making the reforms supported widely visible, and underlining the benefits that they would bring to Serbia, the project managed to earn strong support from the Government.

The project also employed adaptive management tactics in building and maintaining broad consensus within the government, specifically by engaging champions at various levels of the government and regularly consulting them to maintain commitment and ensure that interventions remained on track.  The reform was championed by the Deputy Prime Minister and Minister of Construction, Zorana Mihajlovic; the project met with her every two weeks to adjust tactics as necessary and maintain high level commitment to the tactics being employed and the initiatives underway.

This reform took a lot away from permitting officials by making their work so much more transparent. At the same time, it gave them a feeling of acknowledgment that they are mostly deprived of. Once perceived as agents of corruption, they are now administrators of the most sophisticated public sector procedure in country. In order to get there, the project invested a lot into building their implementation capacity and thus helped them adapt their “realities” to new requirements and responsibilities. By the time the new law on construction permitting had been passed over 5000 permitting authorities had been trained. A call center was set up to diagnose and address implementation issues, and regular monitoring of implementation enabled regular adjustments to processes and to the e-permitting software that further streamlined the issuance process.

Consistent monitoring was an instrumental element of this successful effort.  Monthly statistics on e-Permits provided near-real-time feedback on what was going on and what needed to be improved. Tracking numbers allowed for timely and targeted corrections, and provided information needed for adaptive management. It also enabled fine-tuning: since the adoption, the One-Stop-Shop bylaw was amended four times, always resulting with improvements identified through the monitoring process.  This process also contributed to behavior change within issuance bodies; high performing institutions and municipalities were recognized for their achievements, while mobile teams and consultants worked to address poorer performers. 

	Why: USAID Serbia’s previous experiences with similar reforms (and failed attempts at permitting reform) provided the Mission with a clear rationale for modifying its approach, and to apply a more adaptive approach.  As Albert Einstein claimed, “Insanity is doing the same thing over and over again and expecting different results”. In case of Serbia and the construction permitting reform, there was a realization that there may be a basis for creating an affirmative context for reform, but it would take serious efforts and broad consensus.  This broad consensus would require the establishment of feedback loops to ensure that the project was continuing to meet the expectations of a large group of stakeholders, to keep consensus and forward momentum on track.  

Also, the Mission realized that reforms of this kind are painful, and the context may get worse before it gets better.  To address these ups and downs, political commitment would be essential, throughout the reform, not only at the beginning.  This, again, would require regular feedback and adjustment to ensure that commitment was maintained.  There was also a recognition that while people may like reforms, real behavior change was a much larger challenge.  Thus, to effectively achieve not only the passage of reform, but also its implementation, an adaptive approach would be needed to truly affect the way permitting officials, who had the largest role to play in implementation, thought and operated. This behavior change would not be a linear process, and it would require regular monitoring and adjustment. 

Finally, the USAID/BEP team realized that reform is a process, not a product, and that it takes time and continuity, and fine-tuning must be part of it. Consistent and effective monitoring of the reform process was thus seen as a key ingredient for ability to fine-tune, and react.

	Context: Before USAID Serbia’s Business Enabling Project (BEP) started, it was much harder to run a business in Serbia. In 2015, the World Bank ranked Serbia among the worst five countries in the world in the Getting Construction Permits category of its annual Doing Business Report. Investors had to wait for almost a year (289 days) for a construction permit and interact with up to 20 public sector entities in the process. Construction permits were a symbol of corruption and inefficiency in the public sector. Illegal construction activities flourished. The construction industry stagnated at a level greatly below that seen before the global economic crisis. Other related industries were hurt as well. Once construction was completed, and a business moved into new premises, business owners faced more than 40 different inspections, poorly coordinated and often overlapping. Inspectors rarely offered compliance advice to business owners, preventive inspection practices were underdeveloped, and fines were used as a key method of inspection oversight, which incentivized businesses to avoid registering and remain in the gray economy.  These unregistered businesses remained highly vulnerable, lacking access to the services and resources they needed to grow, while at the same time the Serbian economy was deprived of much needed tax base. USAID Business Enabling Project (BEP) Chief of Party described the situation at the Project’s onset thus: “People understood what needed to be done --but how to get it done was not so well understood, so there was space to facilitate discussions”. The reform of the construction permitting system had been attempted before and it failed. Eastern Europe has been characterized by many observers as a region “stuck in transition”, and in Serbia, as elsewhere in the region, while the government and donors have been pursuing a long list of reform agendas for more than a decade, the public administration has been resistant to many of these efforts.
	Lessons Learned: Inclusivity is costly, but essential. When complex reforms are undertaken, broad consultation and consensus on the root causes of the challenge to be taken on is key.  While broad consultation and buy in takes time and resources, it lays a foundation for regular feedback and finetuning that is critical to the success and sustainability of reforms.  Building a broad stakeholder base is especially important in turbulent political environments when government commitment could disappear overnight.

Communicate, communicate, communicate.  Broad outreach and engagement is the only effective way to carry out major reforms. In order to engage a broad stakeholder base in reforms they may not be familiar with, they need to be motivated, to understand where the changes will take them, why the reform is good, and what their role is. They get to understand this only when they are informed, which means the effective communication lies behind any successful reform.  However, building effective outreach campaigns targeted at multiple audiences requires the development and testing, and retesting, of messages.  This sort of adaptive communications strategy is critical to maintaining broad commitment to reform throughout the ups and downs of a complex reform process.

	Factors: The fact that BEP was implemented through a results-based, flexible mechanism enabled the project to prioritize learning and experimentation from the outset.  While Serbian public and private stakeholders understood that major reforms were necessary in 2011, how to get to these reforms was not so well understood.  Leaving the “how” up to the implementing partner enabled them to invest in the sorts of deep analyses and consultations to not only effectively target their interventions, but also to put in place a platform for broad consultation and feedback, which enabled the project to continually adjust activities in response to feedback to ensure continued positive momentum.  Another critical factor in the success of BEP’s CLA approach was the integration of adaptive management processes opportunities throughout the project’s implementation approach.  Early on, project staff were organized into task and activity managers and teams to more effectively manage engagement around the main initiatives the project had undertaken, which put in place a structure for regular, inclusive review of implementation.  The project also put in place a similar structure with key counterparts, investing in joint work planning processes and regular reviews of process.  These structures were not only important to learning and adapting; they were also key to maintaining the levels of internal and external commitment to achieving joint results, which was critical to the success of the complex reforms BEP undertook.   
	Impact 2: Serbia rose from 186th place in the World Bank’s 2015 Doing Business list in the area of issuing construction permits to 10th place in the 2018 edition. Serbia’s construction permitting reforms were the main driver of Serbia’s improved overall Doing Business score.  Serbia moved from 93rd in the 2014 Report to 43th place in the 2018 edition.  More construction permits are being issued as a result of the reforms supported; 45% more construction permits are issued today than two years ago (2014-2016) and in August 2017, Serbia hit a new high in the number of construction permit issued, with 1,878 permits, the greatest number since statistics were first recorded. The construction industry has been Serbia’s fastest-growing sector for the past two years. Its share of around 4 percent of GDP before the reform has increased to around 6 percent of GDP after the introduction of one-stop-shops. Streamlined construction permitting has contributed to a decline in illegal construction. Illegal construction, once a symbol of corruption and backroom dealings, has been brought out into the light by moving all administrative steps to the transparency of the Internet. Probably the most important outcome of the Mission’s CLA approach that resulted in the successful reform of the construction permitting system is the fact that now people believe such major reform, which changed the way that this critical business process had been carried out for decades, is possible. The permitting staff, their supervisors, government ministers, and the public Construction permitting reform has also shown that e-Government in Serbia is possible and that it can have tangible results in increasing transparency, streamlining processes and increasing the accountability of government institutions. This reform is now spilling over to other segments of public administration; e-governance is now a signature initiative of Serbia’s Prime Minister.


