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This thesis presents research examining the Bolivian System for Agricultural Technology (SIBTA), which has developed a demand driven and market allocation of projects to service providers who bid to deliver adaptive research and extension projects to farmer associations.  New Institutional Economics, Participatory Monitoring and Evaluation (PM&E) and Social Capital provide the conceptual framework for the study, which uses quantitative and qualitative data collected taking into consideration the experiences of and uncertainties facing the main actors in the system (service providers, farmer organizations and bidding administrators). The study examines the ‘rules of the game’ in this system and then investigates the potential for PM&E as an institutional innovation to improve the system’s accountability to the poor. 
Current institutional arrangements and modifications using PM&E are evaluated in terms of their effects on transaction costs, risks, and institutional and relational social capital. Results show that current institutional arrangements do not provide good incentives for the participation of service providers and farmers, because of high transaction costs and risks, and in particular they exclude poor ‘demanders’ and discourage competition among service providers. Institutional innovations to address these problems were developed in a participatory process and proposed by the main actors to SIBTA’s consultative committee. 
Analysis of trial PM&E arrangements demonstrated that its implementation can provide a better distribution of transaction costs and risks among actors and can also change power relations among actors. In addition, farmers increased their human capital, institutional social capital, and their bridging and linking type of social capital. PM&E may also improve structures of new farmer associations faster than established associations. R&DSPs also became more accountable to the needs of the poor since they improved their innovation services on the basis of farmers’ monitoring information generated under PM&E process. 
The use of insights from transaction cost and social capital theory constituted a powerful conceptual framework for analysis of processes of linking research with institutionalisation and policy making.

