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Inside Communities of Practice (COPs) a lot of useful ex-
change of knowledge takes place and members success-
fully learn from each other. Domestic capacities in public 
expenditure and financial management are enhanced 
by improving the capacities of individual participants. 
They transfer their newly gained knowledge to higher 
performance at institutional levels. There is evidence that 
PEM PAL activities generate changes in practice, attest-
ing to PEM PAL’s relevance and its positive contribution to 
reforms.  

Immediate value: Interactions and belonging

•  PEM PAL meetings have become a place for making  
 new contacts and collaborating across countries. They  
 provide an opportunity for members to learn about  
 what their peers are thinking, and how they are reacting  
 to and resolving problems. Peers’ experiences are helpful  
 and facilitate their work. The personal dimension, along  
 with PEM PAL’s overall development, promotes better
 quality for the meetings. The feeling of belonging has  
 developed among members, which one member 
 describes as a “big family.”

Main Messages of the 2011 
PEM PAL Success Stories

Potential value: Knowledge capital

•  PEM PAL activity can be seen as a road map. It allows  
 members to use the right and verified steps on the way  
 to reforms. Practical materials disseminated in the COPs  
 help form or change the members’ perspective and  
 understanding of the topics discussed. 

•  The PEM PAL events present an excellent opportunity  
 to meet colleagues from different countries and experts  
 in the field of finance.  This network of connections  
 provides valuable potential for accessing knowledge and  
 staying in contact in between the meetings to exchange  
 advice, experience, and information.  

• Members are also creating valuable knowledge 
resources. For instance, the IA COP has elaborated its own 
manual and program of training and certification, which 
provide a template for implementing similar manuals 
and programs in members’ home countries. Members 
also get easy access to new and relevant documents and 
other sources of information. 

• There is also evidence that the PEM PAL has helped build  
up reputational capital. The IA COP, for example, helped 
send a strong message about the strategic importance 
of internal audit, which was heard by the managers and 
international institutions.

PEM PAL Public Expenditure 
Management Peer Assisted 
Learning Network



Applied value: Changes in practice

•	 PEM	PAL	participants	adapt	and	apply	the	knowledge		
 gained to specific situations in their practice. Materials  
 and documents they get from their peers serve as a tem 
 plate at their work and help them save time. Examples
 and recommendations from their peers in other coun- 
 tries assist the reform processes, enable improvements  
 of internal systems and legislation, and inform discus- 
 sions on pressing issues. They are shared with colleagues  
 at home via seminars and dissemination of documen-
 tation, presentations, and other materials.

Realized value: Performance improvement

•	 The	participants	interviewed	speak	very	highly	of	PEM		
 PAL. Some describe practices implemented in home  
 countries, and good solutions and quality improve- 
 ments. Others focus on personal aspects and increased  
 recognition from peers who have begun asking them 
 for advice and experience. A more objective example  
 of the difference PEM PAL makes comes from a country
 where it helped improve the system of training and 
 certification for internal auditors to the stage that an  
 international institute classified it among the examples  
 of leading practice. 

Reframing value: Redefining success

•	 New	understanding	cannot	be	easily	translated	to	insti-	
 tutional change or creation of new frameworks, but  
 there are many encouraging signs that point in this  
 direction.  Or as one PEM PAL member put it, "70 percent  
 of all reforms consist of a change of habits, 20 percent  
 involve a change in systems, and only 10 percent require  
 a change of legislation."
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Doing it right

Transforming economies to face daunting challenges 
of today and tomorrow requires patience, persistence, 
and passion. It also requires new approaches commit-
ted to practical problem-solving and innovation, as well 
as a sense of openness, transparency and accountability 
among all stakeholders in designing and executing devel-
opment solutions.  

Drawing from past practices and thinking afresh is what 
creates the best solutions. Learning from the valuable 
experience of others helps avoid mistakes. But experience 
can only help narrow the questions, it does not provide 
answers. These answers need to be tailored to countries’ 
specific needs. And short-term fixes are not enough. 
Advancing change takes time, and working side by side 
with dedication and determination. PEM PAL was created 
to support these efforts.  



6 SUCESS STORIES

PEM PAL helps pave the way in 
public financial management 
reforms  



PEM PAL was launched in 2006 to support reforms in 
public financial management (PFM) in countries in Central 
and Eastern Europe and Central Asia (ECA). The network 
has grown over the years and today connects some 150 
PFM practitioners in 21 countries across the ECA region:  
Albania, Azerbaijan, Armenia, Belarus, Bosnia and 
Herzegovina, Bulgaria, Croatia, Georgia, Kazakhstan, 
Kosovo, Kyrgyz Republic, Macedonia, Moldova, 
Montenegro, Romania, Russian Federation, Serbia, 
Tajikistan, Turkey, Ukraine, and Uzbekistan.
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PEM PAL’s mission:
1. To promote professional and technical understanding 
 and cooperation among members in the ECA region,  
 through the exchange of ideas and experience 
 on budget, treasury, and audit
2. To promote capacity building by carrying out workshops,
 study tours, and plenary conferences
3.  To facilitate the counseling of experts through 
 the promotion of clinics and web-based forums 
 for the exchange of documents
4.  To promote the theoretical and practical study 
 of the problems and matters relating to area of the  
 members’ interest
5. To encourage development and application of bench-
 marking tools and performance indicators for periodic  
 evaluation of the program
6. To undertake and support exchange visits, research,  
 counseling of experts, clinics between participants,  
 web-based exchange of documents (such as budget  
 guidelines), and joint activities
7.  To make every effort to achieve greater understanding  
 of problems and matters relating to public expenditure  
 and financial management.

1 See the PEM PAL 2011 Annual Report for more 
information about PEM PAL’s activities in 2011.  

Peer learning is undertaken within and between three 
Communities of Practice (COPs): Budget COP (B COP), 
Treasury COP (T COP), and Internal Audit COP (IA COP). 
Each has formed a leadership group to steer its activities 
and coordinate work. The COPs and their leadership groups 
meet from time to time, in individual COPs meetings, COPs 
leadership meetings, and cross-COP meetings to exchange 
ideas and learn from best practices. 

The PEM PAL connects PFM practitioners and key stake-
holders. The PEM PAL Steering Committee supports the 
COPs activities by providing insights and recommenda-
tions, and facilitating discussions and organization of 
events.  It includes donors and COP representatives, a dedi-
cated group of experts, a community facilitator, translators 
and moderators, and the Secretariat. PEM PAL’s expansion 
would not be possible without a valuable financial and 
in-kind support from donors and other development part-
ners. In 2011, PEM PAL received financial support from the 
Russian Federation and Switzerland, and in-kind support 
from the World Bank, OECD/SIGMA, the International Mon-
etary Fund, and GIZ, the German development agency.1
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In 2011, one plenary meeting for all three COPs, five 
individual COP meetings, one cross-COP meeting, and one 
seminar for the leadership groups were held in six coun-
tries (Belarus, Croatia, Kazakhstan, Moldova, Slovenia, and 
Switzerland), in addition to two study visits, five Steering 
Committee meetings and over 20 (mostly online) meetings 
of COP leadership groups. Collectively the seven meetings, 
seminar, and two study visits were attended by
 418 participants from 21 countries. This compares with 160 
participants in 2009 and 178 in 2010. Overall, 
49 resource people and 59 speakers also participated 
at these events. Specific topics discussed included 
managerial accountability, public sector accounting 
standards, financial management information systems, 
capital budgeting processes, and the internal audit manual 
and internal audit training and certification modules.  

There are three important elements that together distin-
guish PEM PAL.  It is a learning partnership, it focuses on 
monitoring and measuring, and it is a catalyst of change. 

PEM PAL, as a learning partnership, aims to create the 
knowledge to support PFM reforms.  By involving leading 
experts in specific topics, and encouraging participants to 
take the lead in defining the agendas for discussions, PEM 
PAL supports capacity development by focusing on learn-
ing and sharing knowledge, avoids reinventing the wheel, 
and responds to member countries’ needs. It is providing 
opportunities for identifying, storing and sharing knowl-
edge through a wiki, web site, virtual library, and glossary 
of terms, as well as by ensuring connections between the 
members. 

PEM PAL’s focus on monitoring and measuring is also 
important. The network’s impressive growth over the past 
few years and the availability of donor resources demon-
strate that its activities are becoming widely recognized. 
Post-event surveys for 2011 show participants’ high overall 
satisfaction with PEM PAL events (4.7 on a 1 to 5 scale). They 
consider the topics relevant (4.5) and value the opportunity 
to learn from the experience of their peers (4.3). They feel 
that there is still room for improvement in strengthening 
participants' contribution to leadership and manage-
ment tasks (2.8), as well as input to event discussions (3.0). 
Combining these indicators with success stories provides 
for a new perspective about the role of PEM PAL and how it 
affects PFM reforms. This is also the aim of this paper.

As a catalyst of change, PEM PAL benefits the participants, 
their organizations, and the environment in which they 
work. By encouraging professional development and 
fostering ownership, it is providing solutions leading to 
sustainable and inclusive growth, and preparing for the 
challenges of tomorrow.



How does the network 
serve its purpose through 
communities of practice? 
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An internal assessment of the network and its communi-
ties, guided by a conceptual framework for promoting 
and assessing value creation in communities and networks, 
developed by Wenger et al.,2 has helped answer this 
question. PEM PAL’s external evaluation3 also provided 
many helpful insights. The assessment, focusing on the 
value of the learning enabled by the PEM PAL COPs, was 
informed by 15 stories told by 17 PEM PAL members. More 
details about the conceptual framework, and references 
for further reading, are provided in the last two sections of 
this paper. 

Interviewed about the usefulness of PEM PAL activities, 
members reflected on five “cycles” of value creation. The 
first considers the immediate value of being together, the 
second a potential value of creating “knowledge capital,” 
the third the applied value of bringing changes in practice, 
the fourth realized value through performance improve-
ment, and the final cycle a reframing value of redefining 
the success.  The cycles are addressed below. 

2 Wenger, Etienne; Trayner, Beverly; and de Laat,  
 Maarten: Promoting and assessing value creation in  
 communities and networks: a conceptual framework. 
3 Fölscher, Alta: 2nd Evaluation of the PEMPAL network.

Immediate value: Interactions and belonging

Immediate value concerns the friendly and productive 
atmosphere of face-to-face meetings, interactions, and 
activities. 

Practitioners’ stories demonstrate that PEM PAL meetings 
promote open interactions where participants’ voices are 
valued and their contributions count. Members support 
each other by sharing the struggles they face, and finding 
inspiration from what others are doing. Peers’ experiences 
are helpful and facilitate their work. 

Meetings have become a place for making new contacts 
and collaborating across countries. They provide an op-
portunity for learning about what their peers are thinking, 
and how they are reacting to and resolving problems. The 
personal dimension, along with PEM PAL’s overall develop-
ment, promotes better quality for the meetings. The feel-
ing of belonging has developed among members, which 
one member describes as a “big family.”

“At PEM PAL events we share good practice 
and also obstacles that we run into 
at our work. Feeling that I am not 
the only one facing problems and obstacles 
is important to me. Experiences that 
my foreign colleagues share are helpful, 
and I do not have to go all the way through 
the same processes they dealt with 
at their work.”

Interviews were made on the basis of a questionnaire 
suggested in the Wenger et al. conceptual framework, 
and included the following questions: What is the most 
meaningful PEM PAL activity that you have participated 
in and your experience of it (e.g., conversation, a working
session, a project, etc.)? Please describe a specific resource 
this activity produced for you (e.g., and idea or document) 
and why you thought it might be useful. Please tell how 
you used this resource in your practice. How did this affect 
your personal success? Has your participation contributed 
to the success of your organization?
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4 Trayner, Beverly: A case review by Beverly Trayner,  
	 cAs-iP	Mid-Term	review	Team:	Appendix	4:	National		
 Partners Initiative.

Potential value: Knowledge capital

Meetings also generate “knowledge capital” that has a 
potential value beyond the boundaries of PEM PAL. This 
takes different forms. One lies in human capital through 
new levels of understanding, skills, and confidence that 
individual members have gained by participating in PEM 
PAL events. Another has to do with social capital through 
relationships and connections that facilitate access to 
knowledge by enabling members to stay in contact.  
Structural capital is created through valuable resources for 
the COPs and PFM practitioners elsewhere. Reputational 
capital contributes to increased legitimacy for individual 
members and the international voice of the network, and 
learning capital stems from opportunities to learn in new 
strategic ways.4   

PEM PAL activity can be seen as a road map. It allows 
members to use the right and verified steps on the way to 
reforms. Practical materials disseminated in the COPs help 
form or change the members’ perspective and understand-
ing of the topics discussed. PEM PAL has helped members 
not only improve their knowledge, but also their foreign 
language skills. Some have strengthened presentation 
skills, and others their communication skills. These are 
important, since good communication especially with 
people who speak different languages and come from dif-
ferent cultures is not easy. Assuming roles in COPs internal 
governance structures fosters development of leadership, 
management, and project management skills. 

“The experience overall has strengthened 
my belief that the aspect of networking 
and socializing is very important. It builds 
and invigorates relationships among 
colleagues from the community.” 

Participants are also gaining self-confidence. Knowing that 
colleagues want to learn from them reflects recognition 
that they are doing a good job. Some PEM PAL members 
said they became more comfortable in expressing their 
ideas and opinions. 

The PEM PAL events present an excellent opportunity 
to meet colleagues from different countries and experts 
in the field of finance.  This network of connections 
provides valuable potential for accessing knowledge and 
staying in contact in between the meetings to exchange 
advice, experience, and information. 

“It is very interesting and useful for me 
to see the way Hungary has developed 
e-learning and an e-library. I think this 
should be the second step in further 
development of our training and 
certification program.” 

Members are also creating valuable knowledge resources. 
For instance, the IA COP has elaborated its own manual 
and program of training and certification, which provide 
a template for implementing similar manuals and 
programs in members’ home countries. Members also 
get easy access to new and relevant documents and 
other sources of information.

Meetings give participants an opportunity to gain know-
ledge of new tools, methods, and processes used in 
other countries. One of the COPs uses a wiki to store their 
documents, and the others have launched wikis as well. 
They also study new internet tools like word clouds, Survey 
Monkey, etc., which they can use in their daily work. PEM 
PAL also provides access to leading experts in PFM topics, 
and an opportunity to learn training techniques from the 
moderators. Finally, there is also evidence that 
the PEM PAL has helped build up reputational capital. 
The IA COP, for example, helped send a strong message 
about the strategic importance of internal audit, which 
was heard by the managers and international institutions.

 
 “Knowing that others want to learn 
from you is a recognition that you are 
doing a good job and that you are 
on the right track, which gives me 
professional and personal satisfaction 
and confidence.”
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Applied value: Changes in practice

The value of learning is tested when PEM PAL participants 
adapt and apply the knowledge gained to specific situa-
tions in their practice. Materials and documents they get 
from their peers serve as a template at their work and help 
them save time. Examples and recommendations from 
their peers in other countries assist the reform processes, 
enable improvements of internal systems and legislation, 
and inform discussions on pressing issues. They are shared 
with colleagues at home via seminars and dissemination 
of documentation, presentations, and other materials.

“During preparation of our internal audit 
manual… my PEM PAL colleagues shared their 
manuals with me … These materials were very 
helpful for me and colleagues from my unit, 
while preparing our internal manual. We saved 
a lot of time because we already had templates.”

 “…These were opportunities to ask colleagues 
from other countries about their recommenda-
tions for implementing internal audit reforms. 
As a result, the internal audit strategy has been 
modified twice, and amendments to the bud-
get system and budget process law have been 
made. New methodological norms were also 
introduced.”

Realized value: Performance improvement

Although it is clear that members are applying the experi-
ence they gained through PEM PAL in a number of ways, 
the ultimate test of PEM PAL’s value lies in its impact on 
performance and results. The participants interviewed 
speak very highly of PEM PAL. Some describe practices 
implemented in home countries, and good solutions and 
quality improvements. Others focus on personal aspects 
and increased recognition from peers who have begun 
asking them for advice and experience. A more objec-
tive example of the difference PEM PAL comes from a 
country where it helped improve the system of training 
and certification for internal auditors to the stage that an 
international institute classified it among the examples of 
leading practice. 

“With time our progress became visible, and 
we are strongly convinced that the PEM PAL is 
a motivation that encouraged us to promote 
changes and a tool that enables us to become 
more professional … We are proud of our 
development, and now other countries ask us 
for our advice and experience, which we are 
glad to share.”
 

Reframing value: Redefining success

Often the value of PEM PAL goes beyond improved perfor-
mance and results for individuals. This is when learning en-
courages new definitions of what constitutes success, and 
the drafting of new strategies that bring better solutions 
and innovative approaches. Although new understand-
ing cannot be easily translated to institutional change or 
creation of new frameworks, there are many encouraging 
signs that point in this direction.  Or as one PEM PAL mem-
ber put it, “70 percent of all reforms consist of a change of 
habits, 20 percent involve a change in systems, and only 
10 percent require a change of legislation.”

“I realized that this statement actually 
represented the vision of an internal audit 
community. Management has to realize 
its role and the role of auditors, and make 
responsible operational decisions. And the 
latter is, I would say, a final goal of public 
expenditure management.” 

“In our CHU we had different opinions on the 
legal status of the financial management 
control regulation. We decided to ask our PEM 
PAL colleagues from Bulgaria, Croatia, Albania, 
Romania, and some other countries, what the 
state of affairs is in their countries. Their reaction 
was immediate, and in the period of one day we 
received an answer, which helped us resolve our 
dilemma.”



Working together pays off

It is clear that inside COPs a lot of useful exchange of 
knowledge takes place and members successfully learn 
from each other. Domestic capacities in public expendi-
ture and financial management are enhanced by improv-
ing the capacities of individual participants. They transfer 
their newly gained knowledge to higher performance at 
institutional levels. There is evidence that PEM PAL activi-
ties generate changes in practice, attesting to PEM PAL’s 
relevance and its positive contribution to reforms.  



About PEM PAL 
and the conceptual 
framework
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PEM PAL 

PEM PAL is an initiative conceptualized by the World Bank 
and the United Kingdom’s Department for International 
Development (DFID). Formally launched in April 2006, the 
network presently connects around 150 PFM practitioners 
from 21 ECA countries.

The purpose of the network is to support reforms in public 
expenditure and financial management by promoting 
capacity development, the exchange of experience and 
joint learning through Communities of Practice (COPs). 
The emphasis is on using local expertise, knowledge, and 
human capital. Setting milestones to measure progress, as 
well as learning from peers are also important elements, 
in addition to the outcome-oriented, demand-driven ap-
proach and alignment with national development plans. 

Organization and membership
PEM PAL is organized around three COPs, for budgeting, 
treasury, and internal audit, which bring together high-
level practitioners seeking practical solutions related to 
reform implementation. Mainly this includes government 
officials from the ministries of finance or other related cen-
tral ministries or agencies that are responsible for govern-
ment budget planning and execution, for implementing 
treasury operations, and for coordinating and harmonizing 
the internal audit function. Rules of Operation of the PEM 
PAL network provide guidance on the roles and respon-
sibilities of PEM PAL members and its governing bodies, 
including the Steering Committee, the COPs’ leadership 
groups, the Community Facilitator, and the PEM PAL 
Secretariat. 

Key Strengths
As noted in PEM PAL Strategy 2012 – 17 the greatest 
strength of the network is its members, who regularly 
exchange information both formally and informally.  Also 
critical are the network’s established governance and sup-
port arrangements. 

Other key strengths are the network’s knowledge re-
sources, products, and services, which assist members in 
achieving their reform and professional growth objectives.  
These include a growing collection of member country 
government documents (i.e., budget, treasury and internal 
audit laws, reports and procedures) that facilitate effective 
benchmarking. 

Meetings on various PFM themes are also arranged for and 
by members, with support and assistance from donor-
funded resource teams from World Bank and OECD/SIGMA.  
These showcase the latest in PFM research and reforms 
and provide examples from both members and interna-
tional organizations that may be suitable for adaptation to 
fit local circumstances.  

Other services include access to translated reference 
documents, a glossary of terminology and presentations 
held within a virtual library, and access to funding for study 
tours between countries to facilitate benchmarking.
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Conceptual framework

Network
A network is a set of connections among people, whether 
in person or mediated by communication technologies.5 
Networks	provide	an	effective	mechanism	for	innovation	
and learning, and they enable collaboration beyond the 
usual functional, cultural and institutional boundaries.6

Community of Practice
A COP is a learning partnership among people who find it 
useful to learn from and with each other about a particular 
domain. They use each other’s experience as a learning 
resource. And they join forces in making sense of and ad-
dressing challenges they face individually or collectively.7

COP is a voluntary network of professionals that func-
tions as an integral part of the PEM PAL initiative. Its main 
objective is to promote efficient, effective, and transparent 
management of public finances.

The characteristics of COPs
According to Etienne Wenger,8 founder of the concept, 
three elements are crucial in distinguishing a community 
of practice from other groups and communities:

The domain: A community of practice is something 
more than a club of friends or a network of connections 
between people. 'It has an identity defined by a shared 
domain of interest. Membership therefore implies a com-
mitment to the domain, and therefore a shared compe-
tence that distinguishes members from other people.'

The community: 'In pursuing their interest in their domain, 
members engage in joint activities and discussions, help 
each other, and share information. They build relationships 
that enable them to learn from each other.'

The practice: 'Members of a community of practice are 
practitioners. They develop a shared repertoire of re-
sources: experiences, stories, tools, and ways of addressing 
recurring problems - in short a shared practice. This takes 
time and sustained interaction'.

Capacity building
Capacity building refers to a ‘means by which skills, experi-
ence, technical and management capacity are developed 
within an  organizational structure (contractors, consul-
tants or contracting agencies) - often through the provi-
sion of technical assistance, short/long-term training, and 
specialist inputs (e.g., computer systems). The process may 
involve the development of human, material and financial 
resources.’ 9

Evaluation
Evaluation is the systematic and objective assessment of 
a project, program, or policy, and its design, implementa-
tion, and results. The aim is to determine the relevance and 
fulfillment of objectives, development efficiency, effective-
ness, impact, and sustainability. Information provided by 
evaluation should be credible and useful, enabling the 
incorporation of lessons learned into the decision-making 
process of both recipients and donors. Evaluation also 
refers to the process of determining the worth or signifi-
cance of an activity, policy, or program.10

Evaluation can be internal or external, depending on who 
conducts it. Internal evaluation is conducted by a unit 
and/or individuals reporting to the management of the 
donor, partner, or implementing organization while exter-
nal evaluation is conducted by entities and/or individuals 
outside the donor and implementing organizations.11

• COPs have implications for organizations as they might   
 be working under the radar of vertical accountability 
 of the organization (working on a horizontal dimension)
• COPs cannot be built. Only members can build  commu- 
 nities. But they can be enabled.
• A COP is a learning partnership. A group may or may   
 not be a learning partnership. A team is not usually 
 a community of practice.
• A COP is a vehicle by which an organisation can place its   
 strategic development in the hands of the practitioners.
• A classroom is not a COP. It is instructional design.
 
Jenny Mackness on her blog quoting Etienne Wenger, 2011
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Both types of evaluation have their advantages and disad-
vantages. Advantages of internal evaluation include that 
internal evaluators know more about program, projects, 
or policy than outsiders do. They are also more familiar 
with history, organization, culture, people involved, and 
problems and successes. Hence internal evaluators may 
be able to ask more relevant questions.12 External evalua-
tion has advantages as well. It usually has more credibility 
and is perceived as objective as most external evaluators 
have more specialized evaluation skills and are indepen-
dent from administration and financial decisions about
the program.13

Both types of evaluation also have disadvantages. Because 
internal evaluators are close to the program, project, or 
policy, they may not see it clearly or be able to recognize 
what others may see. They may also have the disadvantage 
of being more subject to pressure or influence from pro-
gram decision makers who also make personnel decisions. 
Also external stakeholders may perceive their findings as 
less credible than those of external evaluators. But there 
are also disadvantages to external evaluation. It is not a 
guarantee of credible and independent results, particularly 
if the consultants have prior program ties.  And external 
consultants may be overly accommodating to manage-
ment in hopes of obtaining future work.14

Value creation
Value creation is ‘the value of the learning enabled by com-
munity involvement and networking. Therefore we focus 
on the value that networks or communities create when 
they are used for social learning activities such as shar-
ing information, tips, and documents, learning from each 
other’s experience, helping each other with challenges, 
creating knowledge together, keeping up with the field, 
stimulating change, and offering new types of professional 
development opportunities.’ 15

Value creation stories
The concept, developed by Wenger et al., includes ‘a set 
of relevant indicators for data collection and a process 
for integrating these indicators into a meaningful account 
of value creation. This requires a specific genre of stories, 
which we call value-creation stories.’ 

These are stories on the value that networks and com-
munities create when they are used for learning and to 
articulate how these activities result in desired outcomes 
that improve teaching practice. Framing value creation 
through narratives emphasizes the importance of audience 
and perspective.16

Indication of value produced by PEM PAL 
communities of practice
The different stakeholders of PEMPAL, such as the World 
Bank, ministries of finance, other institutions, and people 
involved as members, participants, facilitators, resource 
people and donors, will probably emphasize different 
forms of value (see on page 18).

Facilitators and resource teams may be more interested in 
successful activities or the production of outputs (cycles 1 
and 2). Members and participants might care about solu-
tions to challenges in their practice (cycle 3) and definition 
of success (cycle 5). Heads of units and decision makers 
in beneficiary institutions might be most interested in 
performance (cycle 4). 

Relations among the cycles are complex, and it is im-
portant not to assume the hierarchy of levels or a simple 
causal chain. Although there are causal relationships be-
tween cycles, it has to be kept in mind that first, learning is 
not a linear process with distinct phases of production and 
application of knowledge. When practitioners themselves 
produce and use knowledge, learning is a dynamic process 
in which producing and applying knowledge are tightly 
intertwined and often indistinguishable. Second, it is not 
the case that one cycle necessarily leads on to the other, or 
that a community or network is only successful if it reaches 
the final cycle. Still, these five cycles taken together pro-
vide a dynamic framework of aspects of value creation to 
consider.



Cycles of value creation
Wenger at al. distinguish five cycles of value creation in 
communities and networks, as briefly described below:20

Figure 1: Value Creation Stories 21
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Cycle 1 – Considers the immediate value (activities and 
interactions) that people get when they enter a commu-
nity, e.g. having fun.

Cycle 2 – Considers the potential value (knowledge 
capital), i.e., something you get from the COP that has the 
potential to change something you do. Knowledge capital 
can take different forms.

Cycle 3 – Considers applied value (changes in practice). 
In this cycle stories are collected about how people use 
knowledge capital to change their practice.  Data is most 
difficult to collect in this cycle.

Cycle 4 – Considers realized value (performance improve-
ment), i.e. the effect of knowledge capital and changes in 
practice on people outside the COP, which is the value that 
can be quantified. 

Cycle 5 – Considers reframing value (redefining success); at 
this stage a COP may realize that what they have been think-
ing of as measures of success may need to change. It may 
not be enough to realize value in the terms that have been 
defined. This is where is becomes evident that voices from 
the ‘bottom’ can change the direction of the community.
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