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Executive Summary

The PEFA Programme was launched in
December 2001 and is now in its third
phase,

covering the period up to

December 2011. In line with the

requirements of the project document, an

independent evaluation of the
programme, including an  updated
assessment of t h
institutional development impact, was

undertaken over January 8 April 2011
Following two rounds of discussions of
draft observations and recommendations
by video-conference with the PEFA
steering committee and the incorporation
of written comments, the present Final
Evaluation Report was submitted in July

2011

Main Findings

The overall evaluation of the performance
of the PEFA programme is a resoundingly
positive one. Across the world 90 per cent
of low income, 75 per cent of middle
income and 8 per cent of high income
countries had been assessed, were in the
process of assessment or were going to be

assessed by October 2010.

The PEFA Programme has succeeded in
creating a credible framework for the
assessment of PFM functionality, which
manages to be comprehensive in its
coverage and yet sufficiently simple for the

non-technical user to understand. The

framework is comparable over time and,
subject to certain caveats, also comparable
across countries. It has been applied in
different

countries  of geographical

regions, different income levels and
different administrative traditions and in a
sufficiently large number of countries to
constitute a credible, common information
Pgod OnPFMApRYfaENArke.

The PEFA assessment framework is now
used by all major development agencies
working with PFM systems, either as a tool
to support the design and monitoring of
PFM reforms or as a key element of
fiduciary risk assessment processes. It has
been adopted by many governments to
inform the design of PFM reforms, to help
monitor the progress of PFM reforms over
time and to assess the quality of PFM at
sub-national levels. The PEFA assessment

framework has thus been established as

a viable and useful brand.

Yet the brand remains vulnerable until a
more systematic method to guarantee

quality can be established. The

Secretariatds dat a

been a significant improvement in quality
over time. Yet, a number of stakeholders
did identify occasional problems with
quality, particularly for assessments not
passing through t h

process.

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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These concerns related only to a small
minority of the assessments undertaken to
date, but confidence in the quality of the
PEFA instrument as a whole may be
undermined by the continued presence of
this small minority. Steps to move as
closely as possible to a full guarantee of

quality are therefore recommended.

A second point of concern is that until
recently the PEFA Programme has had less
impact on its global objectives than had
been expected. There was good progress
in creating a common pool of information
on PFM systems but not in respect of
enhanced country ownership of reforms,
and improved alignment and coordination
of donor support to PFM reform.

Over 2009 and 2010, the picture has
changed:  amongst the country case
studies undertaken for the evaluation, 9
out of 11 countries showed evidence of
governments using the PEFA framework to
take control of their PFM reform agendas.
In 4 out of 5 of the Low Income Countries
in the sample, as well as in others on which
information was received, the PEFA
framework had been adopted as a tool for
periodic benchmarking of the status of
PFM systems, and thus as a centrepiece in
dialogue with Budget Support donors. In
the Middle Income Countries, the PEFA
framework had been used either to inform
national level PFM reform processes or as

an assessment tool to guide PFM reform at

subnational levels of government. Thus, at
least within the sample of countries
assessed, progress is being made in the
use of the PEFA framework to enhance
country ownership of reforms, and to
improve alignment of donor support to

PFM reform.

Yet, during most of Phase III of the PEFA
Programme, a lack of awareness of the
scope and potential of the PEFA
assessment framework was an issue for
many governments 8 and we believe it
remains so in North Africa & the Middle
East, in Asia and, to a lesser extent in Latin
America. Even in the recent PEFA
assessments undertaken in MICs, the
agencies leading PEFA assessments have
had to expend inordinate efforts to
o0sensitised partner
virtues of the framework. Moreover, even
where awareness of the framework is high,
its potential as a benchmarking tool
around which to organise dialogue with
donors, or with sub-national governments,
or with civil society, is not everywhere fully
appreciated, in part because it is perceived
by some stakeholders as a tool of fiduciary
risk assessment, rather than a more

developmental, diagnostic tool.

In the next Phase, the PEFA Programme
should do more to promote improvements
in these areas, maximising the potential

that the PEFA programme has now

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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demonstrated. Specifically, we recommend
that networking, communication and
dissemination programmes should be

devised aimed at:

A Giving Governments the confidence to
build a common, harmonized dialogue
on PFM reform on the basis of PEFA
assessments; and

A Giving donors, and CSOs engaged in
accountability work, the confidence to
make greater use of the PEFA
framework, reducing reliance on
competing diagnostic frameworks and
increasing harmonisation in support of
PFM reforms.

Finally, with the PEFA brand well

established and with the numbers of

repeat assessments increasing rapidly, the
information  pool which the PEFA

Programme has created is becoming a

unique, and an increasingly valuable,

source of comparative data on PFM
performance. Governments, development
agencies and researchers need to be
encouraged to use the PEFA common
information pool to better understand
how PFM systems are changing in different
reforms are

countries and how PFM

impacting on those systems.

Recommendations

Chapter 3 of the report provides a

comprehensive set of recommendations to

address the challenges now faced in Phase
IV of the programme. These aim to protect
against the Programme's remaining
vulnerabilities and risks and to maximise

its potential impact in the future.

In the category of risks, there are two main
ones: a) the continued problem of variable
quality of PEFA assessments and the
reputational risk associated with this; and
b) the issue of the representativeness of
the current PEFA Partners as guardians of
an increasingly international product,
which is in many ways in the nature of a

public good.

Regarding quality assurance, it is clear that
quality assessment by the PEFA Secretariat
of concept notes and draft reports is a
major determinant of the quality of
assessments. Yet, not all draft PEFA
assessment reports are reviewed and only
a minority of concept notes/TORs. In
addition, there is at present no standard
requirement to submit final reports back

to the Secretariat to confirm that QA

comments have been duly addressed.

In a framework where PEFA assessments
are  independently  sponsored and

managed and there is no formal
ownership by the Secretariat, a mandatory
QA process would be difficult to impose.
We therefore recommend as an alternative

the introduction of

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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of guality assurancebd

reports submitted to the Secretariat. This
would verify the application and quality of
a 3 step QA process (Concept Note/ Draft
Report/ Final Report), creating a clear
market differentiation between PEFA
assessments with a certified QA process

and those without, thus generating

taroeffdateve wiaynte dddreketde neéed fora | |

wider and more inclusive governance
framework. In addition, a method for
periodic renewal in the membership of the

Steering Committee should be considered.

Operationalisation of these

recommendations will require a detailed

incentives for use of the Secret ar i at & s andlysis of governance arrangements and

services.
On the issue of the representativeness of
the PEFA Steering Committee, it should be
stressed  that  existing  governance
arrangements have proven an efficient
framework for decision-making, guiding
the PEFA from inception through
consolidation and into large-scale use.
However, the limitations of the current
structure may create constraints to further
progress. The choice of a relatively small
number of PEFA Partners allows for
efficiency but it only permits a limited
number of stakeholder voices, excluding
many  key

development agencies,

professional bodies, non-OECD
governments and NGOs. The OECD-DAC
Task Force has been a useful alternative
consultative framework but it is also
limited in its ability to give voice to non-

OECD governments and to civil society

bodies.

In Phase IV, the creation of a second
consultative body & a reference group 8 to

support the Steering Committee could be

the preparation of more precise proposals.

The main text presents a set of specific

proposals as a starting point in this

process. They key ones are as follows:

A In order to facilitate changes in the
membership  of  the  Steering
Committee, there should be an
increase from 7 to 9 members.

A This would permit a structure with 3
permanent members and 6 rotating
members, with the rotating members
remaining for 4 years with a staggered
rotation period, thus providing a
balance between continuity and space
for new voices.

A The Steering Committee should be
supported by a formally defined
Reference  Group, which  would
comprise an equal balance of three
groups:

0 Representatives of
governments who use the
PEFA framework;

0 Representatives of
professional accounting and

auditing bodies and CSOs

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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engaged in budget advocacy
work; and

0 Development Agencies not
currently represented within
the Steering Committee.

A A structure of 6 representatives from
each of these groups is proposed,
making a Reference Group of 18
members.

A In order to facilitate their participation,
it is recommended that the
participation of the 6 Government
representatives should be sponsored
by the Secretariat. Other members
would be expected to finance their
own participation.

A The Reference Group would act as a
consultative body, meeting once a
year in Washington DC to review
progress with the PEFA Programme
and prepare advice for the Secretariat
and resolutions for consideration by
the Steering Committee.

A The rotating members of the Steering
Committee (on 4 year placements)
would be nominated by and probably

drawn from the Reference Group.

There are other arrangements, which
might raise the number of stakeholders
involved in the PEFA process, without
requiring  changes to  governance
arrangements. These arrangements have
their merits but they do not strengthen the

representativeness of the PEFA Steering

Committee itself. Secondly, all consultation
arrangements, which fall short of providing
voting power, are open to the charge of
being piece-meal. In order to establish
reliable methods of consultation and
engagement and put to rest any concerns
about representativeness, such
arrangements do not provide a solution. A
more formalised Reference Group with
clear links to the Steering Committee

seems to be necessary.

A third, but in the medium term less
fundamental, risk relates to the need to
update the overall PEFA framework and
methodology. It is important to ensure
over time that all of the PEFA indicators
remain relevant, useful and measureable.
The current framework has proven relevant
and useful across a wide range of contexts.
We do not therefore perceive an urgent
need for updating. Yet, some indicators
are seen as less relevant than others and
some do present measurement problems.
A periodic updating of the framework is
therefore proposed 8 limited to a minority
of the indicators (a maximum of 4 is the
recommendation) and to only one update
in each five-year period, so as to protect
comparability over time, a key attribute of

the PEFA framework.

In terms of maximising the potential future
impact, the key requirement is for a more

substantial outreach function. By this, we

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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mean more than simply communication.
The main requirement is to build networks
so that more of the key stakeholders
(especially governments) engage with the
PEFA framework and engage with each
other in promoting good uses of the
framework. The Reference Group is a key

tool for doing this.

The other aspect of outreach is an active
communication and networking strategy,
which might be managed by the PEFA
partners, through a separate project
arrangement, or through the PEFA
Secretariat. This would entail support to
the PEFA communications policy as well as
a programme of networking activities,
such as regional seminars, bringing
together governments and other PEFA

users to promote peer-to-peer learning.

In order to maximise future impact, it is
also necessary to ensure that the PEFA
data-base on PFM starts to be used more
actively in research. This is less of a priority
in the short-term but by late 2012, the size
of the data-base and the numbers of
repeat assessments will make it a very

useful research tool.

Implications for staffing and
funding

In line with the above recommendations,
the report provides proposals on the

scope of activities for Phase IV of the PEFA

Programme. These seek to maximise the
potential of the Programme to achieve its
stated high level objectives, whilst also
protecting it against the risks, which

threaten its sustainability.

Within this overall scope of activities, there
are decisions to be taken over a) how soon
new activities should be initiated and b)
which of these activities should be

undertaken within the PEFA Secretariat

and which should be dmai nstreamedd

within the work programmes of the PEFA

Partners.

Regarding the phasing in of new activities,
the main considerations relate to the time
at which benefits from the new activity are
likely to be sufficient to justify their
initiation, and the lead time which is likely
to be necessary to ensure such activities
are well planned and designed. Thus,
initiation of research promotion activities
might reasonably be delayed until late
2012, when the expanded numbers of
repeat assessments would be greater and
the potential value of research on the PEFA
data-base more substantial. The
establishment of the proposed PEFA
Reference Group might also reasonably be
delayed so as to allow time for careful
consideration of the different institutional
options available and to ensure an

optimum set of arrangements. On the

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011

Page |11



Evaluation of PEFAProgramme 20042010: Final Report

2010

other hand, strengthening of QA functions

should not be delayed.

Regarding the choice of placing functions
within the Secretariat as opposed to
mainstreaming them amongst PEFA
partners and other users, there are two
considerations.

principal Firstly, it s

necessary to assess whether there exist

organisational and administrative
structures wi t hin
institutions,  which  can take up

responsibilities for these functions and
execute them on a timely and effective
basis, or alternatively whether such
structures can be relatively quickly created.
Secondly, one must consider the extent to
which such functions can be added to the
administrative responsibilities of the PEFA
secretariat, without excessively increasing
the management burdens, which would

prevail within a Trust Fund arrangement.

In relation to the former criterion, it is clear
that structures already exist both to
manage PEFA assessments and to deliver
training on the use of the PEFA framework.
Indeed, these activities have been
successfully mainstreamed. For the core
aasorance

Omai ntenancedo

functions, including QA support to
training, the comparative advantage of the
PEFA Secretariat is extremely strong. The
QA recommendations above imply an

expansion of this QA function. In relation

t

he

to dissemination and networking and
maintenance of the PEFA Data-base and
promotion of Research, the arguments for
and agai nst

balanced.

Taking these arguments together, three
broad options for staffing are proposed.
These would imply an increase in the
permanent staff of the Secretariat from 6
(in J&énE EOAL) toRBadrot Il ey end 2012,
depending upon the particular choices
made by the Steering Committee. Taking
account of the requirements for the
servicing of the Reference Group and the
expansion of outreach functions, the

highest staffing option would imply
approximately a doubling of the current
level of spending (which has been 80% of
budget). Clearly, such a substantial
increase requires careful consideration, as
well as a gradual, structured process of

implementation.

A first point to be made is that whilst a
percentage increase of 60-70% in the
current budget is significant, the proposed
maximum annual increment of some US $

700,000 per year is not substantial, in

g u arélatidnyto the scope of the work of the

PEFA Programme and the extent of its
influence. Indeed, we have no doubt that
the additional benefits from this spending

would more than justify these costs.

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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Secondly, this increment is not envisaged
as simply the first in a series of budget
increases. We have attempted to assess
the long-term requirements to service the
PEFA framework on a sustainable basis
and to ensure a maximisation of impact.
Whilst continued funding beyond the
planned 5-year Phase IV will almost
certainly be needed, we can see no reason
why annual outlays should again need to

increase.

Thirdly, it is not anticipated that Steering
Committee decisions on these
recommendations would be taken all at
once. What is anticipated is a set of
cumulative decisions taken over the course
of the next 18 months, which would allow
for certain recruitment processes to be
initiated soon and others to be deferred to
June 2012 to be reconsidered in the light
of new evidence on the demand for

services.

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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1 Introduction and Overview

1. The PEFA Programme was launched in December 2001 and is now in its third phase,
covering the period from October 2008 to December 2011. The project document for the
third phase required an independent evaluation of the programme, as well as an updated
assessment of the impact of the Programme. Accordingly, during November 2010, the
PEFA Steering Committee contracted an Evaluation team comprising Andrew Lawson, of
Fiscus Limited, UK (as Team Leader) and Alta Folscher of Mokoro, UK. Andrew Mackie,
Giovanni Caprio and Bruno Giussani were subsequently contracted to undertake a
selection of country visits aimed at assessing the impact of the PEFA process in different
countries and regions. The Evaluation process has been jointly managed by Monica
Rubiolo of the Swiss State Secretariat for Economic Affairs (SECO) and Michel Lazare of

the Fiscal Affairs Department (FAD) of the IMF.

2. Following acceptance of the Inception Report by the PEFA Steering Committee in
December 2010, the evaluation of the PEFA Programme was undertaken over January &
April 2011, comprising document analysis, interviews with key stakeholders and country
visits. A Draft Report was tabled in April, on which comments were received from the
Steering Committee and the PEFA Secretariat, which were discussed at a video conference

on 28", April 2011.

3. During April, the country visits undertaken as part of the evaluation process were
completed. The evaluation report was thus amended to incorporate the results of these
country visits and to introduce refinements made in the light of the comments received. A
further discussion on the revised text took place with the Steering Committee by video
conference on 31%, May 2011. Written comments were later provided by the Steering
Committee. Following this, a final set of amendments was made to produce the present

document, the Final Evaluation Report.

1.1 The Evaluation Objectives, Framework & Evaluation
Questions

4. The objectives of the evaluation, as presented in the terms of reference are two-fold:

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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A To assess the PEFA Programme against seven core evaluation questions, as well
as against the objectives and targets established for each Programme Phase.

A To develop options for the future of the PEFA programme beyond 2011.

5. The global objectives and programme results, set out in the project document for Phase
III and reproduced in Figure 1 below, provided our point of reference for the first part of
the evaluation involving the assessment of the PEFA Programme against seven core
evaluation questions. In addition, we have considered the significant exogenous and

contextual factors, which may have affected implementation of the Programme.

Fiscus Limited and Mokoro for the PEFA Steering Committee; July 2011
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Figure 1: Overview of PEFA Phase IIl Programme Performance Framework
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. . . . 1
6. The evaluation has sought to answer the following seven core evaluation questions™:

(i)

(i)

(iii)

(iv)

v)

(vi)

Effectiveness & To what extent have the outputs delivered by the Programme
met the overall Programme objectives articulated at approval, including the
extent to which the Programme has made a difference?

Relevance 8 To what extent has the Programme been consistent with the overall
development strategy and policy priorities of the principal stakeholders, including
the Programmed s compar ative advantage in a
account the broader donor harmonization environment and aid effectiveness
agenda?

Efficiency 0 To what extent have the Programmed s out put s an
commensurate with the inputs and resources provided?

Sustainability 8 To what extent is the Programme technically and financially
sustainable, including the likelihood that Programme benefits and results will be
maintained and mainstreamed within the partner institutions and other donor
agencies?

Institutional Development Impact - To what extent has the Programme
contributed to improvements in approaches to PFM work that enable partner
countries to more effectively manage available financial resources?

Governance of the Programme - How effective have the arrangements
employed for implementation been, including the role of the Steering Committee
and the Secretariat as well as the relationship with the OECD-DAC Joint
Venture/Task Force on PFM, the Public Expenditure Working Group, other donor

agencies individually and partner governments?

(vii) Process and Implementation & To what extent has the Programme worked as

planned, or, if not, what barriers were encountered and how were they overcome,

including the extent to which the Trust Fund covenants have been met?

7. The second part of the terms of reference, requiring the development of options for the

future of the PEFA programme beyond 2011, has been addressed by considering three

further evaluation questions:

1

These evaluation questions are exactly those included in the terms of reference, with the minor
difference that effectiveness is considered as the first question, before the assessment of relevance.
This is simply because this question also serves to present the basic facts of what has and has not
happened, which is a more natural starting point than the consideration of relevance.
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(viii) Future Scope of activities of the PEFA Programme 8 Does the current
range of activities provide an adequate basi
Global Objectives in the future? Is that range of activities feasible and sustainable
technically, financially and in terms of managerial and administrative capabilities?
What does this imply for the future scope of activities?

(ix) Potential needs with regard to technical innovation and development of the
PEFA Performance Measurement Framework 0 Is there a need for further
development of the PEFA Performance Measurement Framework and the related
guidance material?

(x) Appropriate management model for the future 8 considering the different
options which present themselves what would be the most efficient, effective and

sustainable model for managing the future PEFA Programme?

8. The table below presents these ten evaluation questions together with a summary of the

judgement criteria and indicators, which have been used to answer them.

Table 1: The Evaluation Questions and Proposed Judgement Criteria

Evaluation Judgement Criteria / Possible Indicators

Question

1) How has the PEFA &gramme performe®

Effectiveness \% Extent to which Programme Outputs have contributed to plant
Programme Results.

\% Existence of significant exteal factors contributing to of
hindering achievement of Programme Results.

\% Value Addeaf the Pragramme: its specific contribution to resul
attained

Relevance \% Consistency of Programme with the overall development strat
& policy priorities of the pricipal stakeholders.

\% Consistency of Programme with broader donor harmonizat
and aid effectiveness agenda

\% Consistency of Programme with country level demands.

\% Comparative advantage of the Program in addressing it
Global Objectives

Y Flexibility in Progamme design and existence of adequate fes
back/ learning mechanisms to ensure continuing relevance.

Efficiency \% Consistency of Programme Outputs produced with plan

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
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Evaluation Judgement Criteria / Possible Indicators

Question

programme (quantity and timing)
\% Relative cost of Outputs in relation to budgeted costs.
\% Extent of coordination between Outputs/ internal coherence

\Y, Factors hindering/ facilitating production of Outputs and natt
of response by Programme managers.

Sustainability \% Technical capability to sustain Programme gains:
0 Within existing structures?
0 Within PEFA Partners/ other donor agencies?
o0 Atcountry level?
\% Financial capability to sustain Programme gains at these 3 lev

\% Commitment by existing PEFA Partners to consider approp
range of options for the future?

\% Framework in place to manage, iEeessary, a transition to
structure sustainable over the long term.

Institutional \% - Contribution of Programme to improvements in approacheg
PFM work that enable partner countries to more effectively man

Development available financial resaaes:

Impact o0 Enhanced country ownership

o0 Aligned & coordinated donor support to PFM reform
o0 Common, credible information pool on PFM performanc

\% Factors helping/ hindering progress towards Global Object
and ability of PEFA Programme to respond to these factors.

Governance of \% - Effectiveness of implementation arrangements:

the Program 0 Role of the Steering Committee;

0 Role of the PEFA Secretariat;

0 Relationship with the OEGIDAC Joint Venture/Task For
on PFM, the Public Expenditure Working Group, ot
donor agencies individually and partner governments.

Y, Counterfactual: would different governance arrangements h
facilitated higher Impact? For what risks?

Y, Sustainability of the governance arrangements in the longer te

Process and Y, Consistencyf actual Programme with initial plans.
Implementation \% Nature of constraints encountered and the response.
\% Extent to which the Trust Fund covenants have been met

2) How should the PEFA Programme develop beyond 20117

Scope of \% Adequacy of current range of actities for achieving the
t N2PINF YYSQa Di2olf ho2SOGABSH
Activities

\% Sustainability of the required range of activities, technicg
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Evaluation

Question

Judgement Criteria / Possible Indicators

financially and in terms of managerial and administrat
capabilities.

Nature of
Technical
Innovation/

Development

Potential need for further development of the PEFA framew
and related guidance materials.

Nature of development needed:
o0 minor refinement and updating?
0 development of simple complementary diagnostic to
OaRRAAEY AYRAOI G2NREEOK
o Development of full coplementary frameworks, such as
second PEFA framework of some kind?

Management

Model

Most sustainable, efficient and effective model for managing
scope of activities and the degree of technical innovation require

0 Something similar to the currenhodel with a réatively
strong Secretariat, anda small but active Steerin
Committee made up of PEFA partners with primg
responsibility for funding PEFA assessments and for ce
ancillary functions such as trainihg

0 A reduced role for the Secretati and a concomitani
mainstreaming of the PEFA programraetivities within
the work programmesof the PEFA PartnersPerhaps
combined with a widening of the numbers of PE
Partner®

0 Anincreased role for the Secretariat, with a wider rangg
activities under their direct responsibility and a mor
fAYAGSRZ Y2NB NXYaQ fSy3i
the Steering Committe®

Implications of each of these models for the management of r
and consequent governance arrangements for the P
Programme.

1.2 The Approach to the Evaluation

9. Inline with the considerations laid out in the Inception Report, the evaluation team chose

an overall approach, which put emphasis on a) making maximum use of existing

documentation and data; b) undertaking selective carefully structured interviews on the

more sensitive issues & as a complement to the documentary analysis; and c) an

interactive process of synthesis and development of future options. The work has been

structured in four broad phases as follows:
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(i) Desk-based analysis of Documentation and Data, aimed at obtaining

preliminary answers to each of the Evaluation Questions and developing

hypotheses for subsequent testing in interviews.

(i) Semi-structured interviews at Headquarters Level, including interviews with

each of the PEFA partners, with a selection of other OECD DAC members and

with the PEFA Secretariat.

(iii) Semi-structured interviews at Country Level to evaluate the impact of PEFA

assessments, and identify the main concerns and interests raised at the

country level.

(iv) Synthesis and Preparation of Options for the future, including structured

interactions with the PEFA Partners and the PEFA Secretariat.

10. The desk-based analysis of documentation and data was focussed predominantly on the

extensive documentation, which was made available by the PEFA Secretariat. A small

number of additional reports brought to the attention of the team by PEFA Partners were

also analysed.

11. The desk-based phase was complemented by a phase of semi-structured interviews with

PEFA partners, with the PEFA Secretariat and with a selection of other OECD-DAC

members. Interviews served to complement the preliminary findings from the desk phase,

to test some early hypotheses and to discuss in a preliminary manner the future options

for the programme. Table 2 shows the stakeholders who have been interviewed.

Table 2: Semi-structured interviews completed up to end April 2011

Stakeholder
PEFA

Secretariat

Interviews Completed

Detailed oneto-one interview with Frans Ronsholt BEMPAL conference.

All Secretariat members interviewed individilyain Washington DC (except of
who was absent on missianPhil Sinnet}.

Group discussion on future options held with Secretariat.

PEFA Partners

The Evaluation Team Leader participated ithe December 2010 Steerin
Committee in Bern, where initial contact was made with each of the F
Partners. Blateral nterviewswere held in Washington witithe IMF & the
World Bank, and in Bern, Brussels and Paris wit6@ EU and France. elet
conference interviewwas held with DFIDNorway was not directly interviewe
on a bilateral basis but views have been exchanged at the December
Steering Committee and through video conference discussion on Draft Repc

Other OECD

Interviews held in Washington with IDB and USAID and with the A
Development Bank in Manila.

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011

Page |21



Evaluation of PEFA Programme 2002010: Final Report | 2010

Stakeholder Interviews Completed

DAC memberg Interview held in Paris with Brenda Killen, Head OBBD Aid Effectivenes
Unit.

CSOs & PFM | International Budget Project interviewed in Washington.

OECDSIGMA team and Jon Blondal of OECD Senior Budget Officials n¢

B i< rvicwed in Paris.

12. A mix of structured country visits and telephone interviews at the country level were
undertaken to complement the findings of the desk phase, regarding the institutional
development impact of the PEFA programme. These covered two target groups of

countries:

A Low Income Countries, which have undertaken PEFA repeat assessments, or have
repeat assessments planned. The objective here was to understand more clearly the
factors determining the demand for repeat assessments and the factors most critical

to active use of the results of those assessments by donors and governments.

A Middle and High Income Countries, which have undertaken PEFA assessments, the
purpose being to understand the factors determining their perceived usefulness in

these countries.

1.3 Structure of the Report

13. Following this introductory chapter, this Final Report is structured as follows:

A Chapter Two assesses past performance, with respect to the evaluation questions
and the specific results areas, identified in the Phase III Programme Document.

A Chapter Three summarises the overall conclusions and considers their
implications for the future of the Programme, addressing the three forward-
looking questions in the evaluation framework.

A Supplementary material is presented in annex, including notably Annex 2, which
summarises the origins and evolution of the PEFA programme and Annex 3, which

contains the country visit reports.
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2. Assessment of Programme Performance

14. This chapter presents the detailed assessment of Programme performance against the
seven evaluation questions. The primary focus has been on performance during Phase IIL
The chapter is structured according to each evaluation question, with each sub-section in
turn divided in line with the judgement criteria identified in the Evaluation framework
presented in Chapter 1 Chapter 3 provides a more synthetic presentation of overall

conclusions.

2.1Effectiveness of the PEFA Programme in relation to planned
results

15. We consider first the question of effectiveness, which is judged in relation to three criteria:

The results actually achieved in relation to the Phase IIl Programme framework;
The external factors which might have helped or hindered performance against
planned results;

A The specific contribution & value added & of the Programme itself.

Results achieved in relation to Phase Il Programme framework

16. Here, we present a summary of performance against the PEFA Programmed six target
results:
A Result 1: PFM assessments undertaken in all LICs, most MICs and some HICs based on
the PEFA Framework

Result 2: Completed PEFA assessments available in a timely manner

Result 3: Government ownership of PEFA assessments enhanced

Result 4: Quality of PEFA assessments improved

> > > >

Result 5: Donor collaboration in and support to implementation of PEFA assessments
improved

A Result 6: PEFA assessments utilized by all stakeholders

RESULT ONE: PFM assessments undertaken in all LICs, most MICs and some HICs, based on
the PEFA framework

17. Based on available data the PEFA programme has performed well in respect of the first
result. Altogether 120 countries had been assessed, were in the process of being assessed
or were going to be assessed at the national level by October 2010, while an additional 3

have had assessments at the sub-national but not the national level (Nigeria, Argentina
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and Switzerland). A further 9 overseas territories of OECD states (France, the Netherlenads

and the UK) have also been assessed.

18. Across the world 90 per cent of low income, 75 per cent of middle income and 8 per cent
of high income countries had been assessed, were in the process of assessment or were
going to be assessed by October 2010. This is in keeping with the result targets and
represents a major achievement, after only 5 and % years of application of the PEFA
assessment framework.

Table 3: PEFA assessments by region and income (October 2010)

HIC MIC LIC

PEFA Not PEFA  PEFA Not PEFA PEFA Not PEFA

Assessed Assessed Assessed Assessed Assessed Assessed
East Asia and the 0 2 12 7 3 2
Pacific
Europe and Central 0 7 14 6 2 0
Asia
Latin America 2 2 22 7 1 0
Middle East and 1 6 9 3 1 0
North Africa
South Asia 0 0 4 1 3 0
Sub-Saharan Africa 0 1 16 2 27 2
OECD 1 30 0 0 0 0
TOTAL 4 48 77 26 37 4

Source: PEFA Assessments Database, October 2010

19. Of the 157 PEFA assessments at the national level that had been finalised or substantially
completed by October 2010, 45 were undertaken in the 2009 and 2010 calendar. This
translates into 20 new countries for which PEFA reports exist in the third phase of the
programme, with a further 7 new countries, for which assessments were being planned.

The graph below shows the composition of new countries by income groups.

Figure 2: Evolution of new countries undertaking assessments by income group
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Number of new countries with finalised and substantially
complete PEFA assessments per year, by income group
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Source: PEFA Assessments Database, October 2010

Repeat assessments

20. Repeat assessments are seen as a positive indicator of PEFA effectiveness. Table 4 reflects
all repeat assessments completed, substantially completed, underway or planned. Of the
120 countries for which national PEFA assessments were planned, commenced or finalised
by October 210, 49 were assessed more than once, of which 6 were assessed three times
and 2 four times (adding up to 59 repeat assessments)’. Over the years, higher
proportions of assessments have been repeat assessments. For example, of the 26
countries for which assessments were finalised, substantially complete, underway or
planning in 2010, 18 were undergoing repeat assessments. In low income countries, where
most countries had been assessed at least once by 2008, repeat assessments are the norm

from 2010 onwards.

21. Of the 77 countries that had undertaken assessments by the end of 2007, 60% had had
repeat assessments by October 2010. As it is normally recommended that repeat
assessments should be undertaken within a time scale of 3-5 years, the frequency of
repeat assessments can thus be said to be ahead of target, which represents in our

judgement a strong indicator of country level demand for the use of the framework.

Table 4: Repeat assessments compared to first assessments per year®

The 2010 Monitoring Report (PEFA Secretariat, 2011) considers 12 repeat assessments not to be
true comparative assessments, as the first assessments could not be considered PEFA assessments
due to incomplete or erroneous application of the PEFA methodology. An additional 14 countries
are included in the repeat assessments count in this report, none of which were considered for the
Monitoring Report because their assessments were not fully complete by October 2010.

¥ Assessments are counted in the year in which the main visit for the assessment took place.

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |25



Evaluation of PEFA Programme 2002010: Final Report 2010

LIC First assessments 13 7 10 4 2 1 1 0 38
Repeat 0 3 3 8 3 7 4 1 29
assessments

MIC First assessments 9 15 20 12 11 7 3 1 78
Repeat 0 0 1 3 9 10 5 0 28
assessments

HIC First assessments 0 2 1 0 1 0 0 0 4
Repeat 0 0 0 1 0 1 0 0 2
assessments

Total First assessments 22 24 31 16 14 8 4 1 120
Repeat 0 3 4 12 12 18 9 1 59
assessments

PEFA Assessments database (October 2010)

22. Of the 59 repeat assessments planned, commenced or done by October 2010, 28 were in
Sub-Saharan Africa, 14 in Latin America and the Caribbean, 7 in East Asia and the Pacific, 7
in Europe and Central Asia and three in South Asia. No repeat assessments have been
done in the Middle East and North Africa or in OECD countries. Of the 31 countries in
Sub-Saharan Africa that had been assessed by the end of 2007, 20 had had repeat
assessments by October 2010, of which 12 were Anglophone, 3 Lusophone and,
interestingly, only 5 Francophone. Thus, of the 14 Francophone countries that had
undergone first assessments by the end of 2007, 9 had no registered plans for second

assessments by October 2010.

RESULT 2: COMPLETED PEFA ASSESSMENTS AVAILABLE IN A TIMELY MANNER

23. For the most part, PEFA assessments were available within a year of the main mission.
According to the PEFA assessment database, where national PEFA assessments have led
to finalised reports, on average the reports took 7 months after the date of the main
mission to complete4. Four months to finalisation was the most common. Altogether 60
per cent of finalised reports are available within six months after the main mission, while
86% are available within a year. By October 2010 there were 17 assessments & of which 10
were in the third phase 0 for which reports had not been finalised within six months of the

draft report date.

24. On average of the 10 donors that acted as lead agencies for PEFA assessments, the World
Bank takes the longest to finalise an assessment, on average 10 months. It also had 5
assessments, which were substantially complete but not finalised (in other words at draft

report stage) for longer than its own average time to finalise a report. The EC, which leads

4 For the 124 finalised assessments for which data was available.
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on the most assessments (55 altogether), took on average five months to finalise an
assessment, and had by October 2010, 4 assignments, which had been substantially

complete for longer than its average finalisation time.

Table 5: Lead donor record on report finalisation (2005 to October 2010)
Number of finalised Average period to No of draft reports
assessments finalise assessment not finalised within

donor's average

period to complete

assessment
AsDB 1 6 0
Ausaid 2 2 1
DFID 4 3 2
EC 55 5 4
France 1 9
Government led 7 6 1
IADB 1
IMF 2 6
NORAD 1 4 0
SECO 1 4 0
WB 49 10 5

PEFA Assessment Database October 2010

25. For the 13 sub-national assessments (excluding the EC assessments of the overseas
territories of EU member states) that produced final reports, 5 were completed within

three months of the main mission date, while 10 were completed within a year.

Result 3: Government ownership of PEFA assess$snemhanced

26. The available information on PEFA assessments does not provide a direct assessment of
the degree to which government ownership of PEFA has been enhanced. However, it
contains two potential proxies: (i) the change in proportion of assessments over time in
which government is listed as a partner in the Report on the Status on applications of PEFA
Performance Measurement Framework(available on the PEFA website) and (ii) the number
of repeat assessments in which government is listed as a partner where it had not been a

partner in the first assessment.

27. These proxy indicators show slow progress in government as an active partner in the
assessments. While for the first 18 months of assessments (2005 and 2006), no national
assessments were done in partnership with government, by 2010 altogether 5 national

assessments were in partnership with government, or 20 per cent of assessments. What is
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perhaps more significant is that all five were repeat assessments, adding up to 28 per cent

of repeat assessments.

Table 6: Growth in PEFA assessments with Government as registered partner

2005 2006 2007 2008 2009 2010
Total assessments 22 27 34 29 26 26
Govt. recorded as 0 0 3 2 2 5
partner
Of which repeat 0 1 2 1 5
assessments
Percentage of total 0.0% 0.0% 8.8% 6.9% 7.7% 19.2%
assessments

Source: PEFA Assessment database October 2010; PEFA Secretariat, 203tatus on applications of PEFA

Performance Measurement Framework

28.

29.

However, our judgement is that this available quantitative data, although suggestive of
some progress, does not provide a reasonable reflection of the degree to which
government ownership of PEFA assessments has been enhanced. In the first place, all
PEFA assessments require the consent of government in order to proceed, thus
government must by definition always be a gpartnerdin PEFA assessments. We understand
that they are registered as partners when government staff are formally recorded as
members of the management team or the assessment team. Yet, data on this issue does
not seem to be comprehensive; moreover, a direct involvement of this kind raises the
potential of conflicts of interest and may quite deliberately be avoided by a government
preferring a more fully independent process. Similarly, governments worried about the
transactions costs of managing assessments may, for good reasons, prefer to leave

management and administration functions to their development partners.

Ownership needs to be judged in relation to the extent to which governments are
committed to make use of PEFA assessments, either as a tool for benchmarking progress
in PFM reforms, or as a source of information to improve the design of PFM reforms, or as
a tool for judging the PFM reform needs of sub-national governments. Up to the end of
the second phase of the Programme in December 2008 when the application of the PEFA
assessment framework was in its early years, it is clear that for the majority of countries
the primary motivating factor for undertaking an assessment was to satisfy the fiduciary
risk assessment criteria of donors & particularly in relation to Budget Support 8 and

secondarily as part of the diagnostic basis for PFM reform projects. To the extent that this
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30.

31

situation can be seen to have changed, we would judge that some improvement in

ownership has occurred. What evidence is there of such change?

Our country visits suggest that it continues to be the case that donors are the main
initiators of PEFA assessments but since the Impact Report of 2008, there has been a
substantial accumulation of evidence of governments using the results for their own
purposes. The evidence of the country visits is included in Annex 3 and its results are
discussed in Section 2.5 in relation to Institutional Development Impact. It suggests that
the overall trend on government ownership of PEFA assessment results is strongly
positive: more governments dat different income levels and in different regions - are
committed to make use of PEFA assessments, as a tool for benchmarking progress in PFM
reforms, as a source of information to improve the design of PFM reforms, and in some

cases as a tool for judging the PFM reform needs of sub-national governments.

However, the country visits also show that government ownership will continue to present
challenges, so long as the primary advocates for the use of the PEFA assessment
framework continue to be donors. Government-initiated PEFA assessments continue to be
a rarity. Moreover, within the present governance framework of the PEFA programme, the
opportunities for governments to influence the evolution of the framework or its wider
dissemination and use remain limited. These are significant constraints to increased
government ownership, which should ideally be addressed in future phases of the

Programme.

Result 4: Quality of PEFA assessments improved

32.

33.

The PEFA Monitoring Reports (2006, 2007 and 2009) provide a picture of improving
quality of PEFA assessments. Over this period, compliance with the PEFA methodology
improved from 48% to 91% across all indicators. At the same time, fewer indicators were

not used. The quality of the summary assessment also improved (PEFA, 2010).

However, most stakeholders raised quality as a major issue in the interviews undertaken
by the team. Whilst the general view was that most PEFA assessments are of an adequate
quality, many stakeholders were aware of assessments, which had not been completed in
line with PEFA requirements and were therefore not considered to provide a reliable
indication of the status of PFM systems. Due to the reputational risks generated even by

isolated cases of poor quality PEFA assessments, this is a very serious observation.
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34. Several reasons were provided for low quality. All of these, in some sense, reflect the fact

that the PEFA Secretariatisnott he oowner & of PEFA assessments. It

that has financed the PEFA assessment, which is the owner. Sometimes this may be the
country being assessed but, as we have noted above, the majority of PEFA assessments
undertaken to date have been financed by donor agencies, and predominantly by the
agencies, who are PEFA Partners. (See Table 5.) The PEFA Secretariat acts as an adviser to
the oownersoé of the PEFA assessment s, i
management of assessments and in providing a quality assurance service. Amongst the
sources of quality shortcomings identified in interviews and in past PEFA monitoring

reports, the following are the most prominent:

A Inexperience or inappropriate experience of the team and/or the team leader
undertaking the PEFA assessment, although over time this was seen as less of a
problem as more consultants with experience became available. However, not all
lead agencies necessarily follow Secretariat guidelines for team size, structure and
composition.

A Undertaking the assessment as a compliance exercise for fiduciary risk assessment,
resulting often in careless team composition and selection, a rushed exercise and
poor utilisation of the PEFA Secretariat capacity”.

A Use of incomplete or inappropriate data at the country level to reach judgements on
PEFA scores: while the PEFA Secretariat peruses PEFA reports for compliance with
definitions and scoring methodologies and internal consistency, it has no access
or means of ensuring that the source data used is adequate or reliable. At the
same time, not all PEFA assessments are quality checked by the Secretariat, as the
Secretariat review is voluntary. In combination, these factors result in reports

where findings are not adequately substantiated by reliable and complete data.

5

This was reported specifically in relation to a number of PEFA assessments undertaken under the
leadership of the EU in Caribbean countries and, to a lesser extent, in Eastern Europe and Central
Asia, where EU staff at delegations within these regions were led to believe that the completion of a
PEFA assessment was a necessary requirement for Sector Budget Support operations. This is not in
fact stated as a requirement in the EU guidelines on Budget Support, and the impression is that a
better understanding of the appropriate use of PEFA assessments has since developed throughout
the EU delegations, probably as a consequence of training on Budget Support, on PFM and on
PEFA itself, and as a consequence of the dissemination of clearer directives. For example, the
country notes on Barbados and Trinidad & Tobago included in the 2010 Impact Assessment
identified important improvements in procedures between the first and second PEFA assessments
(better ToRs, 2 rather than 1 assessor, more time, more effort at donor coordination.)
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35. All respondents considered that whether or not the PEFA Secretariat reviewed PEFA
concept notes and draft assessment reports was a major determinant of the quality of
reports. In this respect, by October 2010, of all the assessments (national and subnational)
on the database, which were finalised or substantially complete, the reports of 71% had
been reviewed by the Secretariat. Of the donors who led more than 5 assessments, DFID
had 75% of reports reviewed, the EC 78%, and the World Bank 65%. However, where

governments had led assignments, only 53% of reports had been reviewed.

36. Across all donors 34% of concept notes/TORs were reviewed. The donor with the lowest
proportion of concept notes/TORs sent for review (having done five or more assessments)
is DFID, with only 13% reviewed. The EC has had 28% of concept notes/TORs reviewed
and the World Bank 38%. The lead agency with the highest proportion of concept notes
reviewed is Government, with 39%. This may simply reflect an increasing familiarity with
the PEFA approach amongst the principal lead agencies but given the continuing

relevance of this factor to final quality, it is nevertheless a matter of concern.

37. If assessments for which both the report and the concept note were reviewed are scored
at 100%, where either were reviewed at 50% and if neither were reviewed at 0%, across all
assessments the average score is 52%°. Notwithstanding the quality improvements
achieved under Phase III, this indicates an area with substantial potential for improvement
in the PEFA Programme, which would almost certainly have a significant effect in

correcting the remaining quality problems.

Result 5: Donor Collaboration in and support to Implementation of PEFA assessments
improved

38. In the first three years of PEFA assessments (2005 to 2007), the data-base suggests that
on average more agencies collaborated in the assessments than in the second three years
(2008 to 2010, see graph below). At the same time in the second set of three years, more
assessments were undertaken in which the lead agency acted on its own. This assessment
is based on the PEFA Secretariat Report Status on applications of PEFA Performance

Measurement Framework(available at www.pefa.org) listing of collaborating agencies for

® One could reasonably argue that the review of draft reports would generally be more important than
the review of Concept Notes/ ToR, implying that a greater weighting should be given to report
reviews in this type of calculation. The calculation is purely illustrative and shows clearly that there
is a long way to go before reviews of both Concept Notes and Draft Reports can be considered the
norm for PEFA assessments.
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39.

40.

each assessment. While the data cannot be seen as comprehensive, it can be seen as

indicative.

Of the agencies that acted as the lead agency for four and more assessments, DFID was
the least likely to act entirely on its own (no assignments undertaken without
collaboration), while the EU was the most likely (45 per cent of assignments undertaken
without any collaboration). The World Bank undertook 28 per cent of its assignments on
its own. Where government took the lead, in 75 per cent of the cases, it acted in

collaboration with one or more donors.

At face value, these data are disconcerting and suggest that there is some way to go to

reach full harmonisation around the PEFA as a tool to strengthen Government-led PFM

ref orm. However, t he noti on of ocol |l aborat:

examination. For exampl e, the PEFA Secretari

(November, 2010) considered 21 PEFA assessment reports received by the Secretariat over
1%, April 2009 to 30", March 2010. This review showed that the average number of
organisations involved in the QA process was 4.1, with an average number of third party
reviewers (including the PEFA secretariat) of 2. Thus, it would appear that at least for the
assessments, which are subject to review by the Secretariat, the collaborative process is
substantive and generally sufficient to involve a suitable number and balance of agencies

in the QA process. Our judgement is that for those assessments, which pass through the

Secretariatds QA process, there has probably

substantively engaged group of collaborators. However, it also seems likely that there are
sharp differences in practice between those assessments inside and outside of the

Secretariatds QA process, with the |l atter

Figure 3: Collaboration on PEFA assessments, by number of agencies
collaborating
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Source: PEFA Secretariat: Status on applications of PEFA Performance Measurement Framework

(www.pefa.org)

Result 6: PFM assessments utilised by all stakeholders

41. The assessment database does not provide direct evidence of the utilisation of PFM
assessments by all stakeholders. The most obvious proxy indicator is the publication of
final reports: if the report is published it is possible for all stakeholders to utilise it; if it is
not published, it is less likely to be used widely. However, the performance on final
publication is poor. Fewer final reports were published for all types of assessments (see
graph below) in the third phase of the programme than previously. In both 2009 and
2010, well over 60% of reports were not published, compared to approximately 40% in

each of the previous three years’.

42. Where repeat assessments were done and a final report is available, repeat assessments
were published more frequently than the first assessments (19 compared to 12). Of the 31
repeat assessments on the database, in one third of the cases subsequent reports were
published when first reports were not, while in 19% of the cases publication of a first

report was not repeated for the second report.

7 Of the four agencies that had taken the lead in 4 and more assessments, DFID published reports more
often (with 80 per cent of reports published). When government led an assessment, they were the least
likely to be published (with only 40% of reports published), followed by the EC (with 51% of reports
published) and the World Bank (with 59% of reports published).
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Figure 4: Proportion of final reports published by year
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43. The apparent decline, from what was already an unsatisfactory performance on the

publication of reports is a matter of some concern. Yet, the lack of formal publication

does not appear to significantly restrict access to the Development Partners, who wish to

use the PEFA reports for internal purposes. Indeed, we found significant evidence of

extensive use of PEFA assessments by different donor agencies:

A

The PEFA partners, themselves, who enjoy direct access to PEFA assessments
regardless of whether they are formally published or not, reported extensive use
of assessments for the preparation of fiduciary risk assessments of different kinds,
for the appraisal of budget support operations and, in the case of the World Bank,
for the preparation of CPIA rankings®. Moreover, the PEFA Partners reported that
the use of PEFA assessments was a long-standing practise (since 2005), which was
becoming increasingly formalised in internal processes and requirements.

In interviews, with other agencies, IDB and USAID both confirmed their regular
use of PEFA assessments as part of the information pool for assessment of use of
country systems. IDB also advised that PEFAs had been used as part of the
monitoring framework of PFM reform programmes within their region.

The Asian Development Bank also advised of their regular use of PEFA
assessments as part of the monitoring of PFM reforms, notably in the Pacific
islands. They also informed the Evaluation team that they were aware of AusAid

also using it for this purpose and as a part of their fiduciary risk assessment

8 PEFA Secretariat, (August, 2010), Sur vey of PEFA Partnerso6 us

processes.
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process. (The Country Impact Note for Vanuatu in the 2010 Impact Assessment

also confirms this.)

44. These are promising developments and suggest good progress against this result
indicator, despite the disadvantage of low formal publication rates. However, with other
stakeholder groups d notably with governments and CSOs & lack of access does appear to

be a constraint:

A The International Budget Project, who were interviewed in Washington, reported
that probably the majority of the country-based OPFM watchwddd NGOs
whom they work would scarcely even know what the PEFA was and they were not
aware of any of them using it in the context of their advocacy work. (This was
confirmed in the country visits to Kenya and Uganda, where interviews with the
NGOs involved in compiling information for the Open budget Index revealed their

very limited awareness of PEFA.)
A The 2010 Impact Assessment Study (Mackie & Caprio, January 2011) reported
that, 6t he Study provided | PEEAtdssessmentsi dence of

beyond central finance/ planning ministries.d

45. At the international level, the PEFA database has been used for three significant pieces of

research (De Renzio & Dorotinsky, 2007; Andrews, 2009 and De Renzio et al, 2010).

Box 1 Summary of Evaluation Conclusions regarding Effectiveness

The assessment of performance against results is broadly positive but not uniformly so.’ While the
coverage of assessments in LICs, MICs and HICs has been in excess of targets, and donor
collaboration in PEFA assessments was judged to be on target, the signs of success that can be
identified against each of the other result areas are tempered by the presence of negative trends.
Where there are weaknesses in performance, limitations on the ability of the Secretariat or the
PEFA Programme as a whole to impose specific standards are the common factor. Within the

limits of these arrangements, the specific contributions of the Programme have been important

% In the assessment below, performance against each result area has been judged against a five point
scale: fAvery weako. fiweako. fApositive trendo, figoc
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and have generated a real value added:

A Result 1: PFM assessments undertaken in all LICs, most MICs and some HICs based on
the PEFA Framework: Very Good Performancé\cross the world 90 per cent of low income, 75
per cent of middle income and 8 per cent of high income countries had been assessed, were
in the process of assessment or were going to be assessed by October 2010. More than half of
the countries assessed by the end of 2007 had had repeat assessments by October 2010: thus
a majority of the countries with knowledge and understanding of the framework from a first
assessment, had opted to undertake a repeat assessment within the recommended period of
3-5 years.

A Result 2: Completed PEFA assessments available in a timely manner: Good Performancé&or
the most part, PEFA assessments were available within a year of the main mission, with a
median of 4 months and a mean of seven months to completion after the date of the main
mission. Trend performance is also improving: of the 85 assessments initiated in 2009 and
2010 (roughly coinciding with the completed years of Phase III), only 10 took longer than 6
months to complete.

A Result 3: Government ownership of PEFA assessments enhanced: Positive TrendThe proxy
indicators used to measure government ownership of PEFA assessments (the proportion of
assessments in which government was listed as an active partner and the proportion of repeat
assessments that have government as a partner in the second but not the first assessment)
have shown progress. Country studies showed increased use by governments of PEFA
assessments for their own purposes since the 2008 Impact report. However, the country visits
also showed that government ownership will continue to present challenges, so long as the
primary advocates for the use of the PEFA assessment framework continue to be donors.

A Result 4: Quality of PEFA assessments improved: Weak PerformanceWhile the PEFA
Monitoring Reports provide a picture of improving quality of PEFA assessments, most
stakeholders raised quality as a major issue during the evaluation research. Due to the
reputational risks generated even by isolated cases of poor quality PEFA assessments, this is a
very serious observation. Quality assessment by the PEFA Secretariat of concept notes and
draft reports was seen as a major determinant of the quality of assessments. Yet, only 71% of
draft PEFA assessment reports and 34% of concept notes/TORs had been reviewed by October
2010.

A Result 5: Donor collaboration in and support to Implementation of PEFA assessments
improved: Good Performance Donor collaboration on assessments is substantive and

generally sufficient to involve a suitable number and balance of agencies in the quality
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assessment process, even if fewer agencies are recorded as formal partners in assessments
over 2009-2010 compared to 2005-2008. For the assessments that pass through the
Secr et ar i at @rse pyogeasithere gas @abably been a tendency towards a smaller
but more substantively engaged group of collaborators.

Result 6: PEFA assessments utilised by all stakeholders: \Weak PerformanceStakeholders
ability to utilise PEFA assessments was more constrained in the third phase of the programme
than previously; in 2009 and 2010 over 60% of reports were not published, compared to
approximately 40% in each of the previous three years. The apparent decline, from what was
already an unsatisfactory performance on the publication of reports is a matter of concern.
The lack of formal publication does not appear to significantly restrict access to development
partners, who wish to use the PEFA reports for internal purposes. Indeed, there is evidence of
extensive use of PEFA assessments by different donor agencies, particularly the PEFA partners
themselves. However, with other stakeholder groups d notably with governments and CSOs &
lack of access does appear to be a constraint. The 2010 Impact Assessment Study (Mackie &
Caprio, January 2011) repo r t ditdle evidence of any impact of PEFA assessments beyond

centr al finance/ planning ministries. d

2.2 Relevance of the PEFA Programme

46. The question of relevance is judged in relation to five criteria:

A The consistency of the Programme with the overall development strategies and
policy priorities of the principal stakeholders;

A The consistency of the Programme with the broader donor harmonisation and
aid effectiveness agenda;
The consistency of the Programme with country level demands;
The comparative advantage of the Programme in addressing its global
objectives;

A The degree of flexibility in Programme design and existence of adequate

feedback & learning mechanisms to ensure continuing relevance.

Consistencyvith development strategies angbriorities of Sakeholders
47. The principal stakeholders of the PEFA Programme can probably be grouped into four: a)

the PEFA Partners themselves (Steering Committee members); b) other Development

Agencies with an interest in the status of PFM systems in partner countries; c) the
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Governments and PFM institutions of partner countries and d) Civil Society Organisations,
at the national and international levels, working as advocacy bodies to improve the quality
of PFM systems. For each of these stakeholders, the PEFA Programme will continue to be
a priority so long as the PEFA assessment framework remains relevant and so long as the

Programme remains able to support, in an effective way, its development and use.

48. For the PEFA Partners themselves, the relevance of the PEFA Assessment Framework rests

on three inter-dependent functions:

a) As a development tool: the use of the PEFA Framework as a PFM diagnostic tool
which contributes to their ability to improve public financial management in
partner countries as an input into the countries' growth and equitable
development;

b) As a tool to achieve aid effectiveness: the use of the Framework as a
mechanism both for harmonising different donor approaches to the support of
PFM reform and to the monitoring of budget support conditions related to
fiduciary risk assessment, and as a mechanism to align support for PFM reform to
country-led strategies.

c¢) As an operational tool to measure fiduciary risk in the delivery of aid
programmes, particularly through country systems: the PEFA framework provides
access to a reliable tool of fiduciary risk assessment, even if it is applied in
conjunction with various donor-specific criteria and may not be the only

diagnostic tool utilised.

49. Our interviews made it clear that these three functions are relevant not only for the PEFA
partners themselves but also for other development agencies engaging with these
agendas, notably USAID, the IDB, the ADB and AusAID. Not all these development
agencies place equal emphasis on all three aspects: for those less engaged in the
provision of Budget Support and in the reform of PFM systems & such as USAID, and
GAVI'® amongst others - the utility of the PEFA Framework as a labour-saving first
fiduciary risk assessment (and the role of the Secretariat in ensuring that that assessment

is reliable) is the primary driver of relevance. For the PEFA Partners themselves and certain

19 The evaluators were not able to interview GAVI, the Global Alliance for Vaccines & Immunization,
but we are aware that their financial management assessments for cash-based programmes (as
opposed to in-kind programmes) make extensive use of PEFA assessments when available.
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other development agencies, this is balanced or outweighed by its role in harmonising
donor engagement with public financial management reforms and providing the potential
for a regular, consistent, evidence-based dialogue on PFM to inform reform strategies,
and the related decisions on Budget Support. Nevertheless, it is clear that for
development agencies as a whole, all three functions of the PEFA Framework combine to

make the Programme highly relevant to their development objectives and policy priorities.

50. For many Governments, a lack of full awareness of the scope and potential of the PEFA
assessment framework remains an issue, which in part explains the modest progress on
ownership, which we noted above. For those Low Income Countries with more familiarity
with the framework, two characteristics are especially valued 0 the objectivity of the PEFA
assessment framework combined with its ability to allow comparisons over time, which
creates a stronger basis for monitoring progress in PFM reforms and thus for evidence-
informed dialogue with donors over the evolving quality of PFM systems; and secondly,
the potential of the framework to reduce the number of competing, and occasionally
contradictory diagnostic exercises, which used to be undertaken by donors wanting to
support PFM reform.* Clearly, these agendas are of stronger relevance to countries

actively engaged in PFM reform, and in particular for aid dependent countries.

51. The country studies which provided the basis for assessing institutional development
impact (see below) showed that the PEFA framework had proven highly relevant for MICs
undertaking extensive national PFM reforms and for those promoting PFM reforms at
sub-national levels. By contrast, the experience with HICs suggests PEFA assessments are
more relevant as one-off exercises to benchmark national (or sub-national) systems
against international norms but, with less extensive weaknesses and greater capacity to
address weaknesses quickly, there is less call for repeat assessments. (Indeed, no HIC has
yet undertaken a repeat assessment and there would appear to be no demand for repeat

assessments.)

52. For CSOs, the awareness gap is still larger and we would judge that the relevance of the
PEFA Programme to this group of stakeholders remains a question of potential future
relevance, rather than current relevance. The International Budget Project expressed a

strong interest in working with the Secretariat to promote the use of PEFA assessments by

1 The interlocutors from the Rwanda Government were especially clear on these two points but the
country visits as a whole confirmed the general applicability of these concerns.
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CSOs working on budget advocacy issues. However, they expressed the view that an
additiona, mor e si mpl i-fredndbgdtfewemat of PEFA Summary

need to be developed if it was to achieve widespread relevance for this group.

Consistencyvith donor harmonisation & aid effetiveness agenda

53. The PEFA Framework has made a significant contribution to harmonisation and aid
effectiveness through its role as an instrument of harmonised engagement on PFM issues
with partner countries. Since 2004, the PEFA Programme has devoted the bulk of its
efforts into establishing the PEFA Framework as the standard diagnostic instrument to be
used in assessing PFM functionality and into producing, as a consequence, a shared pool

of information on the evolution over time of PFM capabilities in different countries.

54. The evaluation has found that to a large degree the programme has been successful in
establishing the validity of the PEFA Framework, and its use as a common instrument of
first choice for PFM diagnostics. The impressive coverage of PEFA assessments across
countries in different geographical regions, with different income levels and with different
administrative traditions and the increasing number of repeat assessments represent the
most powerful evidence for this. Certainly, no other PFM diagnostic tool & past or present

0 has enjoyed this degree of coverage.

55. There is also evidence of the decreased use of competing instruments after the
introduction of the PEFA, notably of the World Banké s CF Athe | aMFdissal ROSC.
The reduced numbers of Fiscal ROSCs in recent years - now 5-6 per year (Mackie, October
2010), can be partly explained by resource constraints within the IMF (and as an
instrument focused on fiscal transparency rather than on PFM functionality it should not
be considered a direct competitor™), but it seems highly likely that there would have been
greater demand for Fiscal ROSCs in the absence of the PEFA Framework. Since 2005, the
CFAA has no longer been a mandatory diagnostic of the World Bank, although it is
retained as an optional diagnostic tool, it being considered that its more extensive

coverage of accounting and auditing issues and its inclusion of specific recommendations

2" There is an interesting internal note by Mario Pessoa (IMF Fiscal Affairs Department), which was
presented as an attachment to a post in the IMF PFM Blog of 25™, May, 2010. This concludes that
more than 60 % of the good practices assessed in the Fiscal ROSC are reported fully or partially in
a PEFA assessment and that three quarters of the indicators in a PEFA assessment could be derived
from the material assembled for a Fiscal ROSC. Yet, the note argues that despite overlapping
coverage each instrument has its own purpose and responds to specific and different needs, a
position with which we would agree.
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may occasionally be useful. In practise, only 2-3 CFAAs per year are now undertaken, as

compared with 18 per year over 2003 -2005. (Mackie, October 2010.)

56. Notwithstanding the reduced numbers of CFAAs and Fiscal ROSCs undertaken over 2008
0 2010, it is clear that overall the number of diagnostic instruments has increased. This
includes both an i ncr edswn dinfocasédeon spacifictagpects of odr i | |
of the PFM system (such as the Debt Management Performance Assessment tool 8
DeMPA; the Methodology for Assessment of National Procurement Systems - MAPS, and
others) and system-wide tools, such as the Commonwealth Secretariat & s PFM Self
Assessment Tool (CPFM-SAT), and the annual assessments of PFM systems undertaken for
the EU candidate countries by the SIGMA team. The stocktaking study of PFM diagnostic
instruments undertaken for OECD-DAC Task Force on PFM (Mackie, October 2010)
provided an inventory of these tools, concluding that there is without doubt an increased
number and t hat 6t heir dev el opardénatéd by degelopnene n poor |l y
partner s, international agencies and phrobfessional

these findings.

57. The stocktaking study al so concludes t hat 06des|
framework is being used as a common pool of information, this does not appear to be
translating into significant net reductions in the amount of PFM diagnostic work being
under t aken. 0 St &etms, dhis stateménth ie prebably true but there are two
important observations to make on this finding. In the first place, the stocktaking study
does not conclude that there are more PFM assessments per country. Indeed, its data
sources are not adequate to reach conclusions on this matter. The 2008 SPA survey of
budget support provision in 11 African countries, which did explicitly examine this
question, concluded that the average number of PFM reviews remained broadly stable; it
also found an increased level of collaboration on assessments, and reported that 6 out of
the 11 countries had a multi-annual plan of PFM diagnostics in place.” Similar survey
work would need to be undertaken in a wider range of countries in order to reach

judgements on the scope and frequency of PFM assessments per country.

13" The results of the 2008 SPA survey are quoted on p.63 of the Stocktaking Study. In the absence of
similar data for other countries, the Stocktaking study does not draw any specific lessons from these
findings.
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58.

59.

60.

Secondly,i t i s not signlifi@a net reduaion inahe @mount of PFM diagnostic
w o r ktbe objextive of harmonisation. For example, the increased use of drill-down tools,
alongside the PEFA, may simply reflect a desire by governments and their donor partners
to have a deeper understanding of the status of specific areas of the PFM system, so as to
improve the design of PFM reforms. If these tools are genuinely creating new knowledge
and that knowledge is utilised effectively, their use is a positive development and not an
unnecessary transaction cost. Similarly, even with diagnostic processes, which ostensibly
cover the same ground & such as the PEFA assessments and the annual assessments of
PFM status in candidate countries undertaken by the SIGMA team, the differing objectives
and approaches of such exercises may mean that they can be used in complementary
ways. Indeed, our interviews revealed that the SIGMA team used available PEFA
assessments as an input into their annual assessments and did not see them as a
duplication. Their concern related more to the need to ensure consistency in the quality of
PEFA assessments, and they made mention of two Government-led PEFA assessments in
the region which had produced excessively positive assessments of the quality of PFM

systems, which they then found they had to contradict.

Similarly, all interviewees from development agencies stressed that PEFA assessments
provided highly useful information for fiduciary risk purposes. Some stated that this had
reduced the time and resources, which needed to be dedicated to fiduciary risk
assessments. However, no agency perceived the PEFA assessment as a substitute for
internal processes, rather it was a helpful complement, providing a common platform
from which more detailed work could proceed. It did not provide in itself a sufficient basis
to judge fiduciary risk and would always need to be supplemented by donorsé own

additional processes.

To conclude, we do not interpret the increasing number of PFM diagnostic tools and the
continuation of donor-led fiduciary risk assessments as signs of a lack of relevance or a
lack of impact of the PEFA framework on the process of harmonisation. These
developments may, on the contrary, indicate that the overall quality and depth of PFM
diagnostics has improved. The questions to pose are:

a) Whether these diagnostics are being undertaken in a collaborative manner?

b) Whether the results of these diagnostics are being shared as much as they could

be?

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011

Page |42



Evaluation of PEFA Programme 2002010: Final Report 2010

¢) Whether the transaction costs of such diagnostics are justified by the improved
information being generated?

d) And whether the benefit: cost ratios of these diagnostics could be further
improved by reducing the transaction costs they generate, particularly for partner

governments?

61. Without more detailed country-level survey work, no robust judgements on these
questions can be reached. Whether or not such survey work is warranted is a decision
which should be taken in a broader forum than that of the PEFA Programme itself & for
example, in the context of the OECD-DAC Task force on PFM. Available information
suggests strongly that greater efforts should be made to improve collaboration in
diagnostic work and to enhance common access to results. It is precisely the role of the

OECD-DAC Task Force on PFM to promote such efforts.

62. We repeat, however, our positive evaluation of the relevanc
core mission to the harmonisation and aid effectiveness agenda. We have found that the
programme has been successful in establishing the validity of the PEFA Framework, and
its use as a common instrument of first choice for the diagnosis of overall PFM
functionality. This is a fundamentally important achievement. If the Programme can
achieve greater progress in its current direction, then its impact on harmonisation and aid
effectiveness will be greater. This entails further efforts: a) to improve the quality of PEFA
assessments, including the quality of the collaborative processes recommended for their
management; b) to enhance the timely completion of PEFA assessments and, more
importantly, their timely publication; and c) to improve the quality and accessibility of the

common data-base of PEFA assessments.

The consistency of the Programme with country level demands;

63. The PEFA Programme has three global objectives, as presented in Figure 1: enhanced
ownership of PFM reform programmes, improved alignment and coordination of donor
support to country-led PFM reform and the establishment of a common, credible pool of
information on PFM created in all LICs and most MICs. The first two of these global
objectives are right in line with country level demands for PFM reform programmes which
respect country priorities, and for reduced transaction costs of engagement with donors

on PFM issues.
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64.

65.

66.

Drilling down to the related Programme results and outputs in the PEFA programme, it
becomes apparent that the number of Programme interventions explicitly targeted at
these objectives is limited. Unfortunately, the 2008 Programme Document is not clear on
precisely which activities and outputs are associated with each of the global objectives.
Programme Output 7: dContributions to enhanced country ownership and improved
alignment and coordination of donor support§ would appear to be the most closely
connected but the Programme Document only indicates that the Secretariat will support
activities in this arena led by the PEFA partners. During Phase IIII, this programme
component has consistently under-spent and the activities in this area by the PEFA
partners have been limited to the advocacy work conducted through participation in the
OECD-DAC Task Force on PFM and in international events on PFM issues, and more
recently (in financial year 2010/11) to the funding of work a) to examine how to
strengthen the sectoral dimension of PEFA assessments, b) to develop a drill-down tool

on revenue management and c) to develop guidance on sequencing of PFM reforms.

Clearly, the Programme does support ownership and alignment in indirect ways. The
guidance materi al on the PEFA framewor k,
all aim to enhance Government ownership of the PEFA assessments themselves. Enhanced
ownership of a credible, consistent diagnostic assessment process should help
governments to take stronger leadership of PFM reforms and to demand alignment by
donors to those reforms. Yet, this is a tenuous chain of causality, which is dependent on a
number of assumptions & most notably a high level of awareness by governments of the
potential uses of the PEFA assessment framework, and a high level of sensitivity to the

ownership issue by Development agencies leading PEFA assessments.

To conclude, t he PEF A P obalgobjectivaseabescongstent with concerns

expressed by many governments for greater ownership of PFM reforms and stronger

t

he

alignment of donors to partner government so

outputs undertaken by the Programme have only been loosely related to these global
objectives. If the relevance of the Programme is to be improved, activities and outputs
targeted to these objectives will need to be identified and implemented 8 most notably
activities related to out-reach functions to deepen awareness of the successes of the PEFA

framework, when correctly utilised.
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The comparative advantage of the Programme iddressing its global
objectives
67. Of t he PEFA Programmeds t hr eerogpimodd al obbj eati ves

comparative advantage lies in the establishment of a common, credible pool of
information. PEFA assessments proceed from a standard set of indicators, with an
explicitly defined measurement methodology, backed by standardised procedures for
management and quality assurance. This provides a very sound basis for generating a
common pool of information on PFM performance. Indeed, notwithstanding certain
concerns about the quality of PEFA assessments and their accessibility, this global

objective has largely been achieved during Phase IIL

68. In respect of the first two global objectives, the programme has less of a comparative
advantage. Both of these relate to in-country processes that are driven by stakeholders 0
governments and development agencies, over which the PEFA Programme has only an
ar mds infaenget PRFA, as a global programme, can contribute to these country-
level processes by providing a common pool of credible information, and by providing
guidance on the mechanisms through which the PEFA Assessment Framework might
contribute to country ownership of a harmonised, aligned reform programme. But it is not
in a position to actually drive the achievement of these objectives, unless it fundamentally

adjusts its activities in order to extend its reach.

Flexibilty in Programme design and existence of adequate feedback &
learning mechanisms

69. The PEFA programme is well documented and continuously undertakes monitoring and
evaluation work as key mechanisms to ensure that it stays relevant and picks up
significant issues early. The 2010 Monitoring Report for example used repeat assessments
not only to reflect on the progress made on PFM reform, but also to assess the degree to
which each indicator (in the way in which it is applied in practise) is able to track progress
over time. In addition the Programme uses the assessment review process, its training
activities, its interactions with PEFA partners and its participation in various events to keep
track of changes in PFM theory and practice. These various feedback streams have led to
the issuance and updating of guidance notes and clarifications, and even to the updating

of indicators within the framework itself.

70. However, the programme does face two major risks in terms of remaining relevant. One

relates to the quality of information channels and the other to its ability to respond
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quickly and appropriately to the changing demands of its environment. With regard to
information channels, the current programme design limits participation in PEFA
governance to the PEFA Partners, all of whom were involved since the first phase of the
programme. The direction of the programme is therefore determined by the perspectives
and needs of the PEFA Partners, despite its objectives being far more global. If the
governance arrangements of the programme do not open up to allow for more dialogue
with key stakeholders & for example other major donors, country governments, civil
society organisations, parliaments and so forth g, there is a risk that the Programme may
not hear voices of concern early enough and/ or that it may be ineffective in
communicating the benefits of the PEFA framework. This might potentially lead to a
reduced demand for PEFA assessments and possibly to the development of additional

and overlapping instruments that might compete with PEFA.

71. Secondly, the Secretariat operates with limited capacity, which is largely focused on the
assessment of concept notes and report reviews, training, and the production of the key
reports for which the Secretariat takes responsibility. This leaves limited time for updating
guidance material, for engaging with concurrent processes and for responding to
demands for further development of the Framework and its applications. If the balance
between maintaining a standard in PFM diagnostics and adjusting to the environment for
which the standard is required is not maintained, the programme runs the risk of

becoming irrelevant.

Box 2 Summary of Evaluation Conclusions regarding Relevance

The question of relevance was judged in relation to five criteria, as shown below. The overall
assessment was positive. However, the programme faces two major risks in terms of
remaining relevant: (i) the current programme design limits participation in PEFA governance
to the PEFA Partners, all of whom were involved since the first phase of the programme. (ii)
The limited capacity of the Secretariat makes it difficult to maintain PEFA standards while
allowing staff enough time firstly to extend awareness of the PEFA amongst other
stakeholders and secondly to undertake the development work required to adjust to the
changing environment for the PEFA.
A The consistency of the Programme with the overall development strategies and
policy priorities of the principal stakeholders: Good PerformanceFor the PEFA partners

and some other development agencies the role of the PEFA Programme as a PFM
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diagnostic tool is the primary driver of relevance. However, for most agencies the utility of
the PEFA Framework as a labour-saving first fiduciary risk assessment is an important
driver of relevance. For many Governments, a lack of full awareness of the scope and
potential of the PEFA assessment framework remains an issue. For CSOs, the awareness
gap is still larger and we would judge that the relevance of the PEFA Programme to this
group of stakeholders remains a question of potential future relevance, rather than
current relevance.

A The consistency of the Programme with the broader donor harmonisation and aid
effectiveness agenda: Good Performance The evaluation has found that to a large
degree the programme has been successful in establishing the validity of the PEFA
Framework, and its use as a common instrument of first choice for PFM diagnostics. There
is also evidence of the decreased use of competing instruments after the introduction of
the PEFA. It is clear that the overall number of diagnostic instruments has increased,
including drill-down tools and system-wide tools. Yet, we do not interpret the increasing
number of PFM diagnostic tools and the continuation of donor-led fiduciary risk
assessments as signs of a lack of relevance or a lack of impact of the PEFA framework on
the process of harmonisation. These developments may, on the contrary, indicate that the
overall quality and depth of PFM diagnostics has improved.

A The consistency of the Programme with country level demands: \Weak Performance|
Two of the PEFA Programmeds gl obal obj e
programmes and improved alignment and coordination of donor support to country-led
PFM reform) are consistent with concerns expressed by many governments for greater
ownership of PFM reforms and stronger al
reform priorities. Yet, Programme activities have been only loosely related to these global
objectives. If the relevance of the Programme is to be improved, activities more directly
targeted to these objectives need to be identified and implemented & notably,
dissemination and outreach activities.

A The comparative advantage of the Programme in addressing its global objectives;
Weak PerformanceOf the Pr o g r asithmee dlobal objectives, its comparative advantage
lies in the establishment of a common, credible pool of information. With the PEFA brand
well established and with the numbers of repeat assessments increasing rapidly, the
information pool on PFM performance is becoming a unique, and an increasingly
valuable, source of comparative data. In respect of the first two global objectives

(enhanced ownership of PFM reform programmes and improved alignment and
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coordination of donor support to country-led PFM reform) the Programme has less
comparative advantage. It can contribute by providing a common pool of credible
information, and by providing guidance on the mechanisms through which the PEFA
Framework might support country ownership of a harmonised, aligned reform
programme, but increased impact in these areas requires greater dissemination of
successful experiences and more outreach to new stakeholders.

A The degree of flexibility in Programme design and existence of adequate feedback
& learning mechanisms to ensure continuing relevance: Good PerformanceThe PEFA
programme is well documented and continuously undertakes monitoring and evaluation
work as key mechanisms to ensure that it stays relevant and picks up significant issues

early.

2.3 Efficiency of the PEFA Programme

72. The efficiency of the Programme is judged in relation to four criteria. We consider the first
three of these together, before addressing the fourth one separately:

The consistency of the outputs produced with the planned programme;

The relative cost of outputs in relation to budgeted costs;

The internal coherence of outputs and the quality of coordination

> > > >

The factors hindering/ facilitating production of outputs and the nature of

response by Programme managers.

Consistency of actual and planned Outputs and of actual and budgeted costs,
and quality of coordination

73. In the first two years of the Third Phase (2008/9 and 2009/10) for which reports are
available, the programme undertook most of the activities planned while spending only
81% of the funds budgeted. This is a long-term trend. Between 2006/7 and 2009/10,
budget execution was never more than 81% of the planned budget. Significantly, in all
four years the contingency amount was not touched, while under-spending on goods and

services was in the region of 25%. Human Resource costs were approximately on budget.

Table 7: Under-spending by Main Input, 2006/7 to 2009/10

2006/7 2007/8 20089 2009/10
Human Resource Cost 6.2% 10.4% 0.6% 4.7%
Goods and Services 25.7% 24.4% 27.8% 25.0%
Contingency 92.9% 100% 100.0% 100%
Total Programme 19.5% 19.2% 19.4% 19.4%
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Source: PEFA Annual Programme Reports

74. Towards the later years of the PEFA programme spending on human resources have

increased, while spending on other goods and services decreased. During Phase 1IIII, the

training (Output 2) and PFM Assessments support (Output 4) areas both overspent their

allocated budgets. There was significant underutilisation of the budgets for monitoring

and evaluation, dissemination (output 3) and, most especially, contributions to enhanced

ownership and alignment (output 7).

Table 8: Budget Execution by programme output area in 2008/9 and 2009/10

62008/ 2009/10 Average
USD Current prices Budgeted| Actual | Budgeted| Actual | Variance
(1) Technical maintenance and enhancement of
PEFA Framework
(Guidance notes, clarification, framework improv] 156 745 118 714 122 00(G 142 983 3.53%
(2) Support to govt. officials donor/IFI staff and
consultants in applying the Framework
(Training activities) 255137 333459 290800 262364 -10.46%
(3) Disseminate the use of the Framework
(Website, brochures, translation, publications) 157 637 610D 91500 88908 32.06%
(4) Support on request to PEFA country applicat
(Assessment review work) 144 337 194 415 282500 234 871 -8.92%
(5) Monitor and evaluate the achievement of pro
results and objectives
(PEFA assessment database, monitpartg etc) 147168 77793 20950Q 130271 42.48%
(6) Coordination of PFM performance assessme
(Guidance, regional activities etc) 95 252 52 266 91 000 107 620 13.43%
(7) Contribute to enhanced country ownership a
improved alignment and coordin&tionor support
(Support to activities of PEFA partners) 100 00(Q 0 100 00(¢ 0| 100.009
(8) Manage PEFA prognanesources on behalf of
SteerindCommittee
(Admirstrationevaluation of pragmeetc) 250056 215825 264903 195365 19.97%

Figure 5: PEFA Programme spending by main area of activity, 2001/2 to
2009/10
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75. These cost trends are reflected in the traceable output trends per year. In 2009/10
altogether 50 reviews were undertaken. By the time of the evaluation 39 reviews had
already been done for 2010/11, with a quarter of the year left. The table below reflects the
number of reviews of PFM assessment reports, and of concept notes that had been done
by the end of March 2011. If the 2010/11 numbers are adjusted proportionately, 52 report
reviews and 23 concept note reviews would have been done by the end of the financial

year, 75 reviews in total.

Table 9: Numbers of PEFA reports and Concept Notes reviewed per year

2010/11
Units of work 2005/6  2006/7 2007/8 2008/9 2009/10 (9 months)
Reports
First reviews 4 23 26 42 38 32
Second reviews 0 1 3 7 11 6
Third reviews 0 0 0 0 1 1
Concept Notes
First reviews 5 24 13 11 19 14
Second reviews 0 4 0 0 3 3
Total 9 52 42 60 72 56

Source: PEFA Programme and Budget Execution Report, 2006/7, 2007/8, 2008/9 and 2009/10.
Correspondence with PEFA Secretariat.

76. Table 10 reflects training activity, measured by outputs. It shows an increase in training

activity up to 2008/9, with a drop in 2009/10. This is consistent with the implementation
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of the training strategy, which required a shift to training of trainers and quality assurance

work and less direct training.

Table 10: Training outputs 2005/6 to 2009/10

2006/7 2007/8 2008/9 2009/10
No of persons
trained 770 Not reported 750 638
Training days
reported 29 35 44 29

Source: PEFA Programme and Budget Execution Report, 2006/7, 2007/8, 2008/9 and 2009/10.

77. Given the limited staff, the programme has achieved significant efficiency. According to
the PEFA Annual Progress Reports to the Steering Committee the Secretariat had access
to approximately 6.5 full time equivalent staff in 2008/9 and 7.5 in 2009/10 (excluding
short term support for specific commissioned reports). With these resources respectively
44 and 29 training events were organised or supported, 60 and 72 reports and concept
notes reviewed and several other outputs, such as guidance notes and revisions to
indicators produced. Figure 7 presents an index of key outputs to technical staff cost,
with 2005 as the base year. It shows that the programme has maintained efficiency
throughout the period, with staff costs rising in tandem with training and quality support

outputs.

Figure 6: Technical staff cost and outputs, 2006/7 to 2009/10
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78.

79.

In relation to the internal coherence of the Programme, we would judge that most
Programme activities and their associated outputs are well integrated. Training of
assessors, donors and government officials is backed by clarifications and guidance notes
and direct support where requested in the field, with these two sets of activities in turn
reinforced by quality reviews of concept notes and reports. In addition, participation by
PEFA Secretariat members in various international processes provides backing for the
instrument and its use.

The one set of activities, which is clearly less coherent is the one which is least well-
defined and, perhaps as a consequence, dramatically under-spent, namely Output 7:

0Cont ritbenhanadchceuntry ownership and improved alignment and coordination

of donor support6 . The intention was that, through

Secretariat would provide support to the PEFA Partners in their actions to enhance
country ownership and promote alignment. Our understanding is that no concrete
activities were initially planned and that very few have been identified during Phase IIL
This is by no means surprising, especially given the limited influence of the Secretariat in
respect of what occurs at country level 0 an issue identified above in relation to the
relevance of the Programme. In addressing this issue in the future, the PEFA partners will
need to analyse much more precisely how the PEFA Programme can influence ownership

and alignment in order to devise a concrete programme of outreach activities in this area.

Factors hindering or facilitating production of Outputs

80. Human resource capacity is perhaps the key constraint on the production of outputs. The

Programme has compensated for difficulties in establishing and maintaining full
permanent capacity in the Secretariat by appointing short-term support from a qualified
pool of consultants. This is a sensible approach, which should be continued. However, an
increase in the number of permanent technical staff would be desirable for a number of

reasons:

A Firstly, it would reduce the vulnerability of the Secretariat to sudden departures
and/or illnesses on the part of the technical staff engaged in preparation of
guidance materials, training and quality assurance, which effectively represent
the core functions of the Programme.

A Secondly, it would free up time for improved dissemination activities, including

regular interaction with a wider network of users of the Framework 98 the
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functi on, which wunfortunately haonto abe treas

present in the event of time pressures from t
A Thirdly, it would make it possible for technical staff to undertake a wider range of

monitoring, developmental and representational activities, in particular at

country level.

81. The Secretariat has encountered some operational constraints on account of its
placement within the World Bank. As much as it has been of great assistance to the
establishment of the programme, constraints due to cumbersome procedures and the
limitations placed on the use of Trust Funds have slowed or constrained programme
implementation at times'*. The possibility of increasing operational autonomy, whilst
retaining a placement within the World Bank, deserves to be explored by the PEFA

Secretariat.

Box 3 Summary of Evaluation Conclusions regarding Efficiency

Efficiency in the Production of outputs: Very Good Performance . Given the limited staff,
the programme has achieved significant efficiency. According to the PEFA Annual Progress
Reports to the Steering Committee the Secretariat had access to approximately 6.5 full time
equivalent staff in 2008/9 and 7.5 in 2009/10 (excluding short term support for specific
commissioned reports). With these resources respectively 44 and 29 training events were
organised or supported, 60 and 72 reports and concept notes reviewed and several other
outputs, such as guidance notes and revisions to indicators produced. In the first two years of
the Third Phase (2008/9 and 2009/10) for which reports are available, the programme
undertook most of the activities planned while spending only 81% of the funds budgeted.

Internal coherence of the Programme. Good Performance . Most Programme activities and
their associated outputs are well integrated. Training of assessors, donors and government
officials is backed by clarifications and guidance notes and direct support where requested in
the field, with these two sets of activities in turn reinforced by quality reviews of concept notes

and reports. In addition, participation by PEFA Secretariat members in various international

% Three examples of such constraints: (i) the data security requirements of the World Bank created an
usually lengthy approval process to contract an IT company to assist with the development of the
new web-site; (ii) the current Head of the Secretariat, Frans Ronsholt, will be forced to retire from
his position on reaching 62 at the end of the year, when operationally an extension of his contract
might well be desirable; (iii) Bruno Giussani, a PFM specialist with PEFA experience, could not be
contracted through the Trust Fund to undertake Country Visits because his brother works for the
IFC, which constitutes a potential conflict of interest under World Bank rules.
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processes provides backing for the instrument and its use. The one set of activities, which is
less coherent is the one which is least well-defined and, perhaps as a consequence,
dramatically under-s pent , namely Output 7: oContribu
and i mproved alignment and coordination of
future, the PEFA partners will need to analyse more precisely how the PEFA Programme can
influence ownership and alignment in order to devise a concrete programme of dissemination
and outreach activities in this area.

Factors constraining/facilitating outputs: Human resource capacity is the key constraint
on the production of outputs . The Programme has compensated for difficulties in
establishing and maintaining full permanent capacity in the Secretariat by appointing short-
term support from a qualified pool of consultants. This is a sensible approach, which should
be continued. However, an increase in the number of permanent technical staff would reduce
the vulnerability of the Secretariat to sudden departments/ilinesses and would free up time
for improved dissemination activities and a wider range of monitoring, developmental and
representational activities, in particular at country level. Also, the Secretariat has encountered
some operational constraints on account of its placement within the World Bank, as much as it
has been of great assistance to the establishment of the programme. The possibility of
increasing operational autonomy, whilst retaining a placement within the World Bank,

deserves to be explored by the PEFA Secretariat.

2.4 Sustainability of the PEFA Programme

82. The sustainability of the Programme is judged in relation to four criteria, which we
consider together :
A The technical capability to sustain Programme gains;
A The financial capability to sustain Programme gains;
A The readiness of existing PEFA partners to consider an appropriate range of
options for the future;
A The existence of a framework to manage, if necessary, a transition to a structure

sustainable over the long term.

83. With regard to the technical sustainability of the Programme, we have identified the

following functions as critical to the maintenance of the Programme :
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84.

85.

A Continuing to improve the quality of PEFA assessments by keeping guidance
materials up to date, building and maintaining a pool of trained and experienced
assessors and stepping up the coverage of concept note and report reviews.

A Ensuring that the PEFA instrument remains useful and relevant by regularly reviewing
the functionality of indicators in respect of their correct use, their ability to
measure performance over time and their continuing relevance with regard to
changes in the PFM field.

A Continuing to engage in relevant processes of the development and PFM community
to promote the instrument, ensure its correct usage and alignment with other
related instruments.

A Continuing to monitor the use of the PEFA instrument (its application and its use) to
distil lessons learnt by users for application in future assessments.

A Supporting the development of new applications of the PEFA to ensure that the

instrument remains relevant and credible.

In order to assess whether the technical capacity is in place to sustain gains through the
activities above, it is necessary to take a view on the likely future burden on the
Programme in terms of demands for these activities. Two key factors present themselves:
the growth in the use of the Framework, which will increase the burden on the
Programme; and the likelihood of high demand for inputs by the Programme into related

processes.

It is likely that the number of PEFA assessments will continue to increase year on year for
some time yet. While the number of national assessments will stabilise at some point (only
4 LICs out of 42 and 11 LMICs out of 58 were not yet assessed by October 2010), the
potential for growth in the number of subnational assessments is significant. For example,
while the number of national reports reviewed by the Secretariat per year is on a declining
trend from 2008/9 (41 in 2008/9 to 38 in 2009/10 to 21 so far in 2010/11) the number of
subnational reviews is increasing (from 8 in 2008/9 to 18 so far in 2010/11). This coupled
with the identified need for better coverage and even more robust procedures to quality
assure the assessments, coupled furthermore with a continued need for training just to
maintain the pool of qualified and experienced assessors (and potentially increased
training of government officials to promote the instrument and support its use at sub-

national level where central government is often the lead agency), points to the capacity
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86.

87.

88.

89.

of the Secretariat being a major factor in sustaining the gains made since 2004. The
possibility of mainstreaming Secretariat functions within the activities of the PEFA Partners
is an alternative option, which should be considered, and we present a review of this
option in Chapter 3 below. However, it is clear that a broadening of the scope of the
activities of the PEFA Programme is likely to be needed and that the least risky option
would involve a continuation of the current model, in which quality assurance,
dissemination and development functions for the framework are invested in the

Secretariat.

As we have noted above in the discussion of efficiency, the Secretariat is already running
at the extreme of its human resource capacity, which makes it vulnerable to illnesses or
sudden departures of staff. Thus, if demand for its services increases or if it is asked to
perform additional functions the Secretariat will need to grow. The clear need is for an
increase in permanent technical PFM capacity, supplemented by an increased pool of

short-term support on which the Secretariat can call with confidence.

One emerging and important area of work is data-management. This is key to providing a
common pool of information on PFM at the global level, and to support the overall PFM
Framework maintenance tasks of the Secretariat. Currently the Programme has only one
staff member dedicated to this area of work who undertakes all the tasks from data-entry
to data-analysis: additional technical capacity in this area would manage risk and ensure

continuity, while enabling better support.

In summary, then, our judgement is that the level of staffing of the Secretariat is not
sufficient to provide a sustainable basis for the performance of its current functions,
taking account of the likely growth in the dimensions of these functions and allowing for
the need to allow a margin of manoeuvre in the event of potential illnesses or unexpected

staff turnover.

Financially, the PEFA Partners have generally shown themselves willing to provide the
necessary resources for the planned work of the Programme. To date, the Programme has
executed approximately 80 % of its budget per year, so financial sustainability has not

proven a problem.
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90. In order to consider the sustainability of the Programme going forward, it will be
important to lay out the options for the functional scope of the Programme. This question
is considered in detail in the subsequent chapter, which thus permits a more careful
assessment of the sustainability question. What does seem clear is that there is a
willingness of the Partners to consider whatever options may be necessary for the long-
term sustainability of the Programme, including potentially options which would reduce

their own influence over its future development.

91. There is a potential short-term risk to sustainability arising out of the fact that Phase III
funding is only expected to last until the end of 2011, or shortly after. For the moment,
there is no contractual basis for taking on staff beyond that period and yet, the position of
the Head of the Secretariat may need to be advertised before funding for Phase IV is in
place. Subject to the speed at which the content of Phase IV can be agreed and funding
arrangements established, it may prove necessary to putin pl ace some sort of 0S
arrangement, in order not to delay the recruitment process for the new Head of the

Secretariat.

Box 4 Summary of Evaluation Conclusions regarding Sustainability

Sustainability refers to technical, financial and strategic sustainability and the existence of a
framework to manage the transition to a structure that is sustainable over the long term. In
order to assess whether the technical capacity is in place to sustain gains through the activities
above, it is necessary to take a view on the likely future burden on the Programme in terms of
demands for these activities. Two key factors are the growth in the use of the Framework,
which will increase the burden on the Programme; and the likelihood of high demand for
inputs by the Programme into related processes. As is noted in the discussion of efficiency, the
Secretariat is already running at the extreme of its human resource capacity, which makes it
vulnerable to illnesses or sudden departures of staff. Thus, if demand for its services increases
or if it is asked to perform additional functions the Secretariat will need to grow.

Financially, the PEFA Partners have generally shown themselves willing to provide the
necessary resources for the planned work of the Programme. To date, the Programme has
executed approximately 80 % of its budget per year, so financial sustainability has not proven
a problem. At the same time there is a willingness of the Partners to consider whatever
options may be necessary for the long-term sustainability of the Programme, including

potentially options which would reduce their own influence over its future development.
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Our conclusion is therefore that the PEFA Programme is sustainable, so long as swift
provision can be made for its continued funding and so long as provisi  on is made to

meet the increasing demand for PEFA Secretariat services.

2.5 Institutional Development Impact

92. This section considers the institutional development impact of the PEFA Programme, with
a focus on the country level. Specifically, it asks to what extent there is evidence: (i) that
the PEFA Programme has helped countries to develop viable, country-led programmes of
PFM reform; (ii) to coordinate donor support for those programmes in a manner aligned
with country-level priorities; and (iii) to develop a body of information on the evolution of
the PFM system? It draws in particular on the evidence presented in the country visit

reports, included in Annex 3.

Table 11: Summary of Country Visits and Reports
Low Income Countries Middle & High Income

with Repeat Assessments  Countries

2-3 day Country Visits Benin, Burkina  Faso, Costa Rica, Peru,
Kenya, Uganda Tunisia

Reports from telephone interviews Brazil, Switzerland,

& more limited discussions Rwanda South Africa

Total Country Observations 5 6

93. The coverage of country visits and interviews has been more limited than initially planned,
due to time constraints and the logistical difficulties of setting up appropriate
arrangements. Thus, 11 countries have been covered through the programme of country
visits and reports, as compared to 14 initially planned™ (See Table 11.) However, the
insights obtained were supplemented by observations made through participation in the
PEMPAL conference in January 2011, where 16 countries from Eastern Europe and Central
Asia participated, in the annual CABRI conference in February 2011, involving Budget
Directors from virtually all Sub-Saharan African countries, and in the African Development
Bank6s recent conference on evaluation of PFM re:

represented. Together with information obtained from the 2008 and 2010 Impact Reports,

> It was initially planned that in addition to these 11 countries, either country visits or detailed
telephone interviews would be made in relation to India, the Philippines and Zambia.
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and from interviews with PEFA partners and Secretariat staff, we believe we have
developed a coherent and consistent picture of the nature of the institutional

development impacts, which the PEFA programme is having at the country level.

The contribution of the Programme to improved approaches to PFM reform

94. The Impact assessment undertaken in 2007 (Betley, 2008) provided some evidence of
PEFA having had an impact on governments and donors, but its conclusions were
tentative, as befitted the rather limited evidence then available. It highlighted the interest
in PEFA assessments prompted by the evidence-based approach of the assessments but it
stressed that this positive interest had not yet translated into a proportionate impact on
the alignment of PFM reform programmes with PEFA assessments. It also noted that
significant capacity constraints impaired the ability of governments to undertake the
strategic analysis necessary to translate the PEFA assessment into coordinated action

plans.

95. Three years later, the feedback from the country visits and from interviews with
Governments who have adopted the PEFA assessment framework is significantly more
conclusive and decisive. This can be seen in particular from the summary of the Country
Reports presented in Table 12.

Table 12: Impact of Latest PEFA Assessments in Case Study Countries
Low Income Countries

(Benin, Burkina Faso, Kenya,
Rwanda, Uganda)

Middle & High Income
Countries

(Brazil, Costa Rica, Peru, South
Africa, Switzerland, Tunisia)

Criteria
(to assess quality of

adoption of PEFA
assessment framework
at country level)

Extent of Government
engagement in PEFA
Management process

In Burkina Faso and Uganda,
Government directly managed
most recent PEFA assessments.
In Benin and Rwanda, very
actively involved.

In Kenya, perceived as a donor-
led process

Strong lead by Donors in all
countries, sometimes based on
extensive lobbying of Govt
over 1-2 years prior to PEFA,
but Governments actively
involved once decision taken
to proceed. (less so in South
Africa)

Quality of Donor
Collaboration within
PEFA

Active Donor collaboration
with all agencies involved in
PFM work and budget Support

In Costa Rica, Peru, Tunisia
strong collaboration across 3
lead donors (EU, WB and IDB/
AfDB). In Brazil WB lead, in SA
EU lead.

Quality of the
Assessment process

PEFA assessments all
considered to be of high

Quiality of PEFA Assessments
was a major factor in gaining
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quality confidence of Governments,
after initial scepticism.
Quality of the All processes i|lInPeru Switzerland & Tunisia

Dissemination process

ooutdé workshops
published within 9 months.

active dissemination,
discussion and publication
(although in Tunisia only with
post-revolution Govt). In SA &
Brazil, publication but no active
dissemination. In Costa Rica,
publication is planned but has
yet to occur.

Current / planned use of
the PEFA by
Government

In Benin, BF, Rwanda and
Uganda used directly as input
into update of PFM reform
plan, and PEFA now
established as periodic
monitoring framework for PFM.
In BF, municipal level PEFA
undertaken; LG PEFAs planned
in Rwanda. Follow-up in Kenya
less clear but SN PEFA for 2011
under discussion.

In Brazil, PEFAs were basis of
WB project support to
provincial level PFM.
Implications for PFM reform
considered and acted upon in
Peru, Tunisia, Switzerland. In SA
and Peru will be used for
provincial level PEFAs. No
explicit follow up in Costa Rica.

Current/ planned use of
PEFA by Donors

In every country, used by all
relevant agencies as basis of
decision making on Budget

Support and support to PFM
reform.

Provided basis for follow-up
work by EU & other donors in
Peru, for WB in Brazil, for EU in
South Africa and for EU/ WB/
AfDB in Tunisia. Follow-up by
IDB expected in Costa Rica.

Current/ planned use of
PEFA by CSOs and/ or
Parliaments

Generally limited but in BF,
Centre do6l nforn
sur le Budgethas disseminated
PEFA on its Website. In Kenya,
presentation to Parliament has
been proposed by the
Parliamentary budget office.

Engagement of CSOs and
Parliament limited, except in
Switzerland where presentation
made to Cantonal Assembly
and Peru where support to
Parliamentary Budget
Commission planned as follow-

up.

96. While the country visits do suggest that donors continue to be the main initiators of PEFA

assessments, there is strong evidence of governments using the PEFA assessments for

their own purposes, in particular within the middle and high income countries. Indeed, in

9 out of 11 case study countries, as a consequence of the PEFA assessments, governments

initiated concrete follow up actions to strengthen PFM.

97. The two exceptions were Costa Rica and Kenya. In Costa Rica, small-scale changes to

procedures were reported to have been introduced, based on ideas shared with
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99.

technicians during the assessment process but more substantial reforms are hampered by
the chronic legislative impasse created by the lack of cooperation between the Executive
and the Legislature. In Kenya, the timing of the assessment was inopportune, coming only
6 months after the establishment of the coalition government in the wake of the violently
disputed December 2007 elections. Unfortunately, the PEFA exercise here was perceived
as a donordimposed process and there was limited buy-in by government officials or
politicians. Yet, amongst the Low Income Countries in the sample, Kenya is very much the
exception: in Uganda and Burkina Faso, Government issued the terms of reference for the
latest PEFA assessments and led the respective steering committees. In Rwanda and

Benin, too, government engagement was high.

With the exception of Kenya, in each of the LICs in the sample the periodic undertaking of
repeat assessments is now an established practice to which Governments are willingly
committed. Discussions in other fora™ suggest that this is now the case for the majority of

Budget Support receiving countries.

For these and other Low Income Countries, two attributes are especially valued 0 the
objectivity of the PEFA assessment framework combined with its ability to allow
comparisons over time, which creates a stronger basis for monitoring progress in PFM
reforms and thus for evidence-informed dialogue with donors over the evolving quality of
PFM systems; and secondly, the potential of the framework to reduce the number of
competing, and occasionally contradictory diagnostic exercises, which used to be
undertaken by donors wanting to support PFM reform.” Clearly, these agendas are of
stronger relevance to countries actively engaged in PFM reform, and in particular for aid

dependent countries.

100.  For High Income Countries, PFM reform is not, for the most part a continuing and

system-wide process, in which periodic assessments of progress are needed. The PEFA
exercises undertaken in Norway and in the canton of Luzern in Switzerland were found

useful in drawing attention to weaknesses, which had not been fully perceived because

1810 of the 12 participant countries at a recent AfDB seminar on the evaluation of PFM reform (May

17

2011) were large-scale Budget Support recipient countries for whom the periodic use of the PEFA
is now effectively institutionalized. All the representatives there spoke positively of the use of the
PEFA as a tool for monitoring the impact of PFM reforms.

The interlocutors from the Rwanda Government were especially clear on these two points but the
country visits as a whole confirmed the general applicability of these concerns.
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systematic efforts at international benchmarking had not previously been undertaken®.
However, corrections to these weaknesses were put in place relatively quickly and did not
demand system-wide PFM reform. Thus, the PEFA framework was helpful as a diagnostic
process but was not seen to have a continuing relevance in either of these countries as a
periodic method of monitoring of PFM reforms. This seems likely to be the case in a

majority of HICs.

101. In Middle Income Countries, on-going and larger scale PFM reforms are more
common and in Peru and Tunisia 8 from amongst the case study countries, the PEFA
framework has been taken up both as a diagnostic tool to assist the design of PFM reform
programmes and as a system-wide monitoring and benchmarking process. Several of the
PEMPAL participant countries report that they use the PEFA assessment framework in
these ways. We also understand from interviews with the IMF that these were precisely
the purposes foreseen by the government of Mauritius in their recent assessment, and
from interviews with the World Bank that this was also the case in Indonesia and Russia,
although in the latter case, the non-publication of results was established as a condition
before proceeding. There is also a growing trend for MIC governments to use the PEFA
framework to assess sub-national governments. Amongst the case study countries, this

has happened in Brazil and is planned in Peru and South Africa & as well as in India.

102. Thus, there is widespread evidence across Middle and Low Income Countries that the
PEFA assessment framework is being used to help develop country-led programmes of
PFM reform, to coordinate donor support for those programmes in a manner aligned with
country-level priorities; and to establish a basis for benchmarking progress in the PFM
system over time. In short, the PEFA Programme is beginning to achieve the institutional

development impacts targeted by its global objectives.

What are the factors helpingr hindering theinstitutional development
impact ofthe PEFAProgramme?

103.  An important question to address is exactly why the PEFA Programme appears to be
achieving more significant institutional development impacts now than at the time of the

2008 Impact assessment? What are the factors helping this outcome?

18 Specifically, the Norwegian Government noted some unperceived weaknesses in procurement

processes and the canton of Luzern in the monitoring of fiscal risks. In both of these areas,

corrective measures were put in place. Other apparent fAweaknesseso0 highlighted b
assessments in internal and external auditing were seen to derive more from differences in local

practices in relation to more standard international approaches.
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104. A careful comparison with the 2008 Impact Assessment is instructive. Although it

stressed the importance of contextual factors such as openness of government to reform
and the existence of a framework for on-going Government-DP dialogue, the 2008
assessment also highlightedt he i mportance of a number of oOproce:
management of the PEFA assessment process, in particular:

1 The level of government engagement in the assessment;

1 The nature of the perceptions at the country level of the objectives of the PEFA

assessment; and

1 The quality of the consultation and dissemination processes.

105. Of the case studies analysed in 2011, nearly all scored well against these criteria;
indeed in some cases there was an extraordinary level of attention paid to the details of
these process factors:

1 In most cases, significant efforts were made to ensure active engagement of
government, through structured, formalised processes often involving
political leaders and senior officials in addition to technicians. Where
engagement was more partial or at a lower level 8 such as in South Africa or
Kenya, this had a direct influence on the quality of the process.

1 In every one of the 11 cases, the PEFA assessments were preceded by briefing
workshops on the PEFA methodology. In the case of Uganda, not only was
there a two-day briefing workshop for officials, there was also a half-day
event for senior decision-makers (Cabinet Members, Permanent Secretaries,
Chairs of Accountability Committees of Parliament, etc)”. Again, a lack of
adequate briefing was identified as a weakness in Kenya leading to a
misunderstanding of the precise objectives of the PEFA assessment.

1 Although the quality of dissemination was still weak in several of the case
study countries, in others it was given very considerable attention, such as in
Tunisia, where a translation into Arabic of the draft report was deliberately
incorporated into the process so as to permit participation of a wider range

of interlocutors.

19 1t seems that in Uganda, there was a conscious effort to learn the lessons from the first assessment in
2005, where a lack of understanding of the PEFA process by Government officials was seen as a
significant problem, which undermined ownership.
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106. Thus, there is substantial evidence to suggest that the conduct of the PEFA process
has been considerably better in the more recent period. It seems likely that this would
have been, in large part, the result of improved guidance material, stronger ToR and

concept papers, and training. The 2010 Impact Assessment reaches this same conclusion.

107.  In the 2008 Impact Report, in only 1 of the 8 country cases did the quality of the PEFA
assessment itself feature as a key factor influencing the impact of PEFA assessments.
However, we suspect that even if quality was not explicity mentioned by those
interviewed, it is likely to have been more significant than this statistic suggests. In the
recent case studies, the high quality and the clarity of the analysis were remarked upon in
several countries. In a number of cases, the assessment teams have also been larger,
numbering 4 in most cases and in some countries 5. This allows for a higher degree of
specialisation and for more time to be dedicated to each indicator. (In 2006 and 2007,
teams of 3 or even 2 seem to have been the norm.) There is also evidence that the
average time allowed for assessments is now longer. We have also noted in section 2.1
above, that the effectiveness of the quality assurance process has been considerably

strengthened.

108.  These observations show that through increased attention to factors within the
control of the assessment teams, the sponsoring agencies and the PEFA Secretariat, it has
proven possible to raise the quality of the assessment process and of the final product,
with positive consequences in terms of institutional development impact. To a significant
degree, this mitigates our earlier concern that the PEFA Programme has limited itself to
activities which impact only indirectly on the quality of country ownership and the degree
of alignment of donor support. Yes,the PEFA Programme must work at ar
the governments and donor agencies who ultimately determine the levels of ownership
and alignment but attention to process and attention to quality do appear to be paying
dividends in generating the confidence to use the PEFA framework as a tool to promote

government-led PFM reform, and aligned and coordinated support.

Box 5 Summary of Conclusions regarding Institutional Development Impact

The PEFA Programme has performed well in respect of institutional development impact
against its global objectives . The Phase Il period provides widespread evidence across

Middle and Low Income Countries that the PEFA assessment framework is being used to help
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develop country-led programmes of PFM reform, to coordinate donor support for those
programmes in a manner aligned with country-level priorities; and to establish a basis for
benchmarking progress in the PFM system over time.

In 9 out of 11 case study countries, as a consequence of the PEFA assessments, governments
initiated concrete follow up actions to strengthen PFM. Where this did not occur, it can be
related to country-specific circumstances. In many low-income countries, repeat assessments
are now an established practice. For high-income countries the PEFA framework was helpful
as a diagnostic process but was not seen to have a continuing relevance. In Middle Income
Countries on-going and larger scale PFM reforms are more common and the framework is
taken up as a diagnostic tool and a system-wide monitoring and benchmarking tool. There is
also a growing trend for MIC and LIC governments to use the PEFA framework to assess sub-
national governments.

There is substantial evidence that the conduct of the PEFA process has been considerably
better in the post-2008 period, which seems to largely explain the difference in performance
since the 2008 Impact Assessment. It seems likely that this would have been, in large part, the
result of improved guidance material, stronger ToR and concept papers, and training. Thus,
through increased attention to factors within the control of the assessment teams, the
sponsoring agencies and the PEFA Secretariat, it has proven possible to significantly raise the
quality of the assessment process and of the final product, with positive consequences in

terms of institutional development impact.

2.6 Governance of the Programme

109.  This section evaluates the quality of the governance of the programme. It examines
the effectiveness of implementation arrangements, examining in particular the role of the
Steering Committee and the relationship of the Programme to the OECD-DAC Task Force
on PFM. It examines potential counterfactual arrangements: what alternative governance
arrangements might have been chosen to maximise the impact of the Programme. What
risks would these alternative arrangements have entailed? On this basis, it then reaches
conclusions regarding the sustainability of the current governance arrangements, with

regard to the Steering Committee.

110. In this section, both for reasons of brevity and coherence we do not address the
question of the role of the Secretariat, postponing this discussion to the subsequent
chapter where options for the future are considered and their implications for the role of
the Secretariat are assessed. Looking retrospectively, the data provides strong evidence
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that the Secretariat has been efficient and effective but assessing the sustainability of the
current structure and its suitability going forward requires a wider consideration of future

options, which we address in chapter 3 below.

Effectiveness of the implementation arrangements for the PEFA Programme

The Steering Committee
111.  The PEFA Programme budget has been managed and implemented by the PEFA

Secretariat under the stewardship of a 7-member Steering Committee, comprising DFID,
the EU, France, the IMF, Norway, SECO and the World Bank. The staffing level of the
Secretariat has been equivalent to 6.5 full time staff over 2008/09 and 7.5 over 2009/10,
managing annual spending of $1.05 million in 2008/09 and $ 1.16 million in 2009/10,
some $155-160, 000 per full time equivalent staff member. Overall, the arrangements
have proven an efficient framework for management and decision-making, and for
guiding the PEFA from its inception through its consolidation and into large-scale

dissemination and use under Phase III. Two key questions arise:

1 What have been the opportunity costs of adopting a lean, pared down
management and operational structure? Would different frameworks have
created more opportunities or had greater impact?

1 How appropriate is the framework likely to be going forward into Phase IV and

beyond?

112. In relation to the Steering Committee, the choice has been for a relatively small
number of members to be included as PEFA Partners, sufficient to constitute a critical
mass of the Development Agencies working on PFM issues but yet not too numerous to
make decision-making complicated. This has allowed for efficiency and focused attention
to a relatively narrow set of objectives. The fact that the PEFA Programme has been
efficient and effective is the ultimate evidence of the essential wisdom of these decisions.

What may have been lost in the process?

113. The most obvious disadvantage of a small steering committee is that it allows only
for a limited number of stakeholders to have a voice in management. Specifically, the
Steering Commiittee is limited to Development Agencies only: it includes no professional
bodies d such as INTOSAI or IFAC 8 no NGOs, and perhaps most significantly no non-

OECD Government representatives, who could effectively be said to represent the core

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |66



Evaluation of PEFA Programme 2002010: Final Report 2010

users of the PEFA framework. Moreover, it includes only a small number of Development
Agencies, with none of the regional development banks included and both the USA and
Japan also excluded. How might the range of views represented have been broadened

without losing efficiency in decision-making?

114.  Three alternative arrangements suggest themselves:

A The first would be a larger Steering Committee, comprising for example 9 or 11
members rather than just 7. It is not clear that this would really have solved the
problem of representation, given the number of important voices, which have
been left outside the current management. Moreover, efficiency in decision-
making would probably begin to suffer with any more than 9 members.

A The second option would be to have a slightly larger Steering Committee of for
example 9 members, operating on a rotating basis, based on a 2 or 3 year tenure.
This is an established model for a number of international organisations but it
does not dramatically change the range of representation, while introducing
potentially new problems of continuity and consistency. The PEFA Steering
Committee has benefited from the consistent participation of the same members,
which has helped in the consistent implementation of management resolutions
and in the build-up of institutional memory. These attributes have been of
considerable importance in the past.

A The final option would be to have a second consultative body, additional to the
Steering Committee, which could be potentially very much larger and could play a
consultative role, commenting on proposals by the Steering Committee,
developing resolutions of its own for consideration by the Steering Committee
and interacting in more informal ways with the Secretariat. A number of options
again present themselves within this broad approach, ranging from a body akin to
an Annual General Meeting of shareholders with formal voting rights and
authority over the Steering Committee, to a structure omore 1|ike
nomi nated Otrusteeso, known to have a shared
and who are trusted to provide useful advice and ideas, without necessarily being

given formal voting rights.

115.  In recognition of the desirability of working within a wider consultative framework, the
PEFA Steering Committee has chosen to work in close partnership with the OECD-DAC
Task Force on PFM. With all of the Steering Committee members being OECD-DAC
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members or observers and several also being active members of the Task Force, this was
in a sense an open opportunity which presented itself, without the necessity for
potentially complicated deliberations and decision-making. How useful has this been and
how far has it provided for a more plural consultation process in relation to the interests

of the PEFA Programme?

116.  The evaluation team has not been able to consult as widely as would have been
desirable on the role of the OECD-DAC Task Force but from the feedback which has been
received, a number of observations emerge:

A Firstly, the Task Force has to a degree allowed for consultation with a wider range of
stakeholders on issues of concern to the PEFA programme, in particular it has
allowed for consultations with a wider range of Development Agencies. However,
there are a number of important PEFA stakeholders who are not members of the
Task Force either & notably the non-OECD governments who are active users of
the PEFA framework, as well as the professional bodies and NGOs/ CSOs with an
interest in PFM issues.

A Secondly, as a decision-making body & for example on questions related to the
harmonisation of PFM diagnostic instruments & the Task Force suffers from the
fact that it has to operate on the basis of consensus and has a relatively large
number of members, which makes detailed agreements difficult to reach.

A Finally, the Task Force suffers from the fact that its members have quite a range of

backgrounds and levels of experience in relation to PFM issues.

117.  In summary, the view expressed to the team was that the OECD-DAC Task Force was a
useful consultative framework but also relatively limited in its scope and influence: in
short, a desirable structure for wider consultation but not really a solution to the problem

of the limited representativeness of the PEFA Steering Committee members.

118.  Looking retrospectively, it is not clear that the problem of representativeness of the
Steering Committee has been a constraint on the success of the PEFA Programme. As we
have noted, the PEFA Framework has been adopted by the majority of the international
development agencies and by a great range of governments, regardless of their lack of
involvement in the technical development and evolution of the framework. Moreover,
through direct feedback in the application of the framework and through participation in

other networks, the impression is that both the Secretariat and the Steering Committee
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have been able to maintain an adequate level of contact with its primary users: there is no
evidence of the Secretariat of the Steering Committee having been 6 out of Tot ouchd.

what extent is the current structure sustainable into the future?

119.  There are three significant risks which present themselves in keeping with an

unaltered governance framework for the Steering Committee:

A The first, and potentially most serious risk, relates to the continuing legitimacy of the
current structure. The present PEFA Partners exert control over the development
of the PEFA Programme essentially by virtue of having been its initiators and its
main funders. The fact of having produced a successful product, which is utilised
to a good effect in a great range of countries also lends legitimacy to the current
PEFA Partners. Yet, with the product largely established and with a range of
potential funding sources open to the Programme, one might question why other
potential PEFA partners are not considered. Simply for reasons of damage
limitation, it would be helpful to have a more inclusive structure, where potential
new OPartnersod might hatheveryleast tseppaesse¢heit o0 j oi n al
opinions. If not, those feeli ng 0 e x c| upgreadno tme galtt ernati ve oObre
products, or undertake other types of disruptive actions.

A Secondly, there is a positive side to this argument as well: good practice for Boards of
companies is to seek to have a periodic change-over in the composition of Board
Members both to avoid unhealth i | y relatorshipd where accountability is
compromised and to ensure that there is regular new blood and new ideas®.
These same arguments apply to the PEFA Steering Committee: continuity has
been important in the development and consolidation of the Programme but it
would be wise to create an opportunity for different agencies and institutions to
enter the management structure.

A Thirdly, as the Programme goes forward, the relative importance that will need to be
given to the engagement of new stakeholders seems likely to increase. With the
PEFA product essentially well established and consolidated, increasing efforts
must now be placed on broadening the range of its use across countries, and on

deepening its influence by making new stakeholders aware of PEFA and

0 \We stress that there is no evidence in the past of accountability having been compromised by the
lack of change in the composition of Steering Committee members. The point we make is simply
that it is not considered best practice for company boards of directors.
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encouraging new applications and new learning based on PEFA. This will entail a
more extensive out-reach function, both for the Secretariat and for the Steering
Committee. To the extent that the governance framework can be adapted to
widen opportunities for consultation and participation, without compromising the
efficiency of decision making, then this would support an expanded out-reach

function.

120.  We draw three conclusions. Firstly, whilst the current governance framework based on
a small Steering Committee of seven fixed members has not proven a constraint in the
past 0 and has probably been an advantage in efficiency terms, there are risks associated
with sustaining such a structure. There are also potential advantages in widening the
governance framework, as the Programme moves from consolidation of the PEFA
framework into expansion of its use and deepening of its influence. Secondly, the
creation of a second consultative body 8 a reference group 8 to support the Steering
Committee would seem to be a desirable way to address this need for a wider and more
inclusive governance framework. Thirdly, so as to bring in new members and avoid the
possible problems of management by an unc hanged a dnethod Hod periodic

renewal in the membership of the Steering Committee seems desirable.

Box 6 Summary of Conclusions regarding Governance

Existing governance arrangements have proven an efficient framework for management

and decision -making, guiding the PEFA from inception thr  ough consolidation and into
large -scale use. However, the limitations of the current structure are likely to create
constraints to further progress in Phase IV

The choice of a relatively small number of PEFA Partners has allowed for efficiency and
focused attention to objectives. Yet, it allows only for a limited number of stakeholder voices,
excluding many key development agencies, professional bodies, non-OECD governments and
NGOs. While the OECD-DAC Task Force was a useful consultative framework, it was also
relatively limited in its scope and influence and not really a solution to the problem of the
limited representativeness of the PEFA Steering Committee members.

The problem of representativeness of the Steering Committee has not been a constraint on
the success of the PEFA Programme to date. In future this may change as the relative
importance that should be given to engaging new stakeholders will certainly increase and the

continued legitimacy of the current structure may be questioned.
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There are advantages in widening the governance framework, as the Programme moves from
consolidation of the PEFA framework into expansion of its use and deepening of its influence.
The creation of a second consultative body & a reference group & to support the Steering
Committee would seem to be a desirable way to address this need for a wider and more
inclusive governance framework, without undermining the efficiency of decision-making. In
addition, so as to bring in new members and avoid the possible problems of management by
an unchanged o0cl ubéd, a method for per i odg

Committee would be desirable.

2.7 Process & Implementation of the Programme

121. This section was initially intendedlowhat
extent has the Programme worked as planned, or if not, what barriers were encountered
and how were they overcome, including the extent to which the Trust Fund covenants
have been met ?6 The first part of t he
examination of effectiveness and efficiency in sections 2.1 and 2.3, and the implications of
our conclusions are fully discussed in chapter 3. We therefore focus on the question of

the Trust Fund covenants.

122.  The PEFA Multi-Donor Trust Fund is currently in its third extension, aligned to the
third phase of the PEFA Programme. The extension ends on 31 December 2011. The Trust
Fund agreements annex a standard set of governance arrangements between the Steering
Committee and the Secretariat, which frame their respective roles and responsibilities,
delegation of authority and standard processes for the governance of the programme.
Standard provisions apply to the contracts of all the contributing partners (the French
Ministry of Foreign Affairs, SECO, DFID, NORAD and the EC) with the Bank. Notable

provisions concern:

‘The management of the Trust Fund in accordance with World Bank policies;
‘The separation of Trust Fund resources from the resources of the World Bank;

‘The deposit of investment income into the Trust Fund;

> > > >

-‘Accounting and financial reporting, including the provision of audit reports on the
regularity of the management of the Fund to contributing donors within six
months of each year end and the option to request audits of the financial
statements;
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‘Procurement;

‘The identification of all activities funded by the Trust Fund as PEFA activities;

-Limits on the activities to be funded: only activities outlined for the 8 outputs in the
Phase IIl document may be funded: a list of 38 activities is stipulated in an Annex;

-Limits on the expenditure categories that can be funded;

-Close consultation of and coordination with contributing donors by the World Bank;

-Reporting on the activities funded by the Trust Fund.

123.  Within the limitations of the research scope and methodology, the evaluators found
no material breaches of the Trust Fund Covenants for the period under review. None of
the contributing donors expressed dissatisfaction with the World Bank management of
Trust Fund resources, the regularity of financial, strategic or audit reports, the visibility of
PEFA activities, the activities that have been funded, the quality of consultation and
coordination, or the implementation of governance arrangements. Financial and strategic
reporting against Trust Fund resources and on the PEFA programme also did not indicate
any breaches in respect of the limits on the use of the Trust Fund Resources. The
conclusion therefore is that the Trust Fund covenants have been met by the World Bank,

in so far as an evaluation of this nature can ascertain.

Box 7 Summary of Conclusions regarding Implementation process

Conclusions on effectiveness and efficiency of the programme provide an assessment on the
extent to which the Programme has worked as planned and whether barriers were overcome.
In respect of meeting the Trust Fund covenants, the evaluators found no material breaches for
the period under review. None of the contributing donors expressed dissatisfaction with the
World Bank management of Trust Fund resources, the regularity of financial, strategic or audit
reports, the visibility of PEFA activities, the activities that have been funded, the quality of
consultation and coordination, or the implementation of governance arrangements. Reporting
against Trust Fund resources and on the PEFA programme did not indicate any breaches in
respect of the limits on the use of the Trust Fund Resources. The conclusion therefore is that

the Trust Fund covenants have been met by the World Bank, in so far as an eval  uation of

this nature can ascertain.
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3 Overview of Conclusions and their Implications for the
Future Development of the Programme

124.  This chapter presents an overview of our conclusions and their implications in terms
of the immediate and future challenges. It considers the implications for the future
development of the PEFA Programme, addressing the three forward-looking evaluation
questions related to the scope of activities, the potential need for technical developments

and innovations and the implications for the future management model.

3.1 Overall Conclusions

125.  Our overall evaluation of the performance of the PEFA programme is a resoundingly
positive one. The PEFA Programme has succeeded in creating a credible framework for
the assessment of PFM functionality, which manages to be comprehensive in its coverage
and yet sufficiently simple for the non-technical user to understand. The framework is
comparable over time and, to a significant extent, comparable across countries. It has
been applied in countries of different geographical regions, different income levels and
different administrative traditions and in a sufficiently large number of countries to
constitute a credible, common information pool on PFM performance. The PEFA
assessment framework is now used by all major development agencies working with PFM
systems, either as a tool to support the design and monitoring of PFM reforms or as a key
element of fiduciary risk assessment processes. It has been adopted by many
governments for similar purposes 8 that is to inform the design of PFM reforms, to help
monitor the progress of PFM reforms over time and to assess the quality of PFM at sub-
national levels. In short, the PEFA assessment framework has been established as a

viable and useful brand, only slightly more than five years after its launch.

126.  Yet the brand remains vulnerable until more systematic and reliable methods to
guarantee quality can be established. Without a doubt, the most serious criticism
made of the PEFA Programme by the various stakeholders who were interviewed
was that it remains unable to guarantee the quality of the PEFA assessments

undertaken.
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127 The Secretariatds data suggest t hat there

has

quality & at least for those assessments, which passthrough t he Secret a?.i at 6s

Moreover, interviewees were quick to point out that concerns over quality related only to
a minority of the assessments undertaken to date. Yet, the problem is that confidence in
the quality of the PEFA instrument as a whole is undermined by the continued
presence of this minority of poor quality assessments. Similarly, its usefulness as a
mechanism to assess the evolution of PFM systems over time is dramatically
compromised where there are doubts over the validity of specific indicators, or indeed

over whole assessments. The seriousness of this problem cannot be overstated:

A Every one of the PEFA partners interviewed raised quality of PEFA assessments as a
concern.

A The three other Development Agencies interviewed & ADB, IDB and USAID also raised
quality as a concern, as did the SIGMA team working in the EU accession
countries and neighbourhood countries.

A The 2010 Monitoring Report based on repeat assessments had to discard 12 out of 45
repeat assessments because they could not be systematically compared to earlier

assessments. 30 % of the indicators reviewed in the comparative assessments

retained could not be compared, of ten

scoring.

128. A second point of concern is that until recently the PEFA Programme had had less
impact on its global objectives than had been expected. There was good progress in
creating a common pool of information on PFM systems but not in respect of enhanced

country ownership of reforms, and improved alignment of donor support to PFM reform.

129.  Over 2009 and 2010, the picture has changed: amongst the country case studies
undertaken for the evaluation, 9 out of 11 countries showed evidence of governments
using the PEFA framework to take control of their PFM reform agendas. In 4 out of 5 of
the Low Income Countries in the sample, as well as in others on which information was

received, the PEFA framework had been adopted as a tool for periodic benchmarking of

1 As noted above, amongst assessments passingt hr ough t he Secretariatods

with PEFA Guidelines from 2006 to 2009 improved from 48% to 91% across all indicators. Apart
from the fact that this still means nearly 1 in 10 of indicators scored are non-compliant, one should
remember that 29 % of PEFA assessments undertaken have not been assessed by the Secretariat.
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the status of PFM systems, and thus as a centrepiece in dialogue with Budget Support
donors. In Middle Income Countries, the PEFA framework had been used either to inform
national level PFM reform processes or as an assessment tool to guide PFM reform at
subnational levels of government. Thus, at least within the sample of countries covered,
progress is being made in the use of the PEFA framework to enhance country ownership

of reforms, and to improve alignment and coordination of donor support to PFM reform.

130.  VYet, there is a sense that there is insufficient knowledge of these successes. Even in
recent PEFA assessments, the agencies leading PEFA assessments have often had to
expend inordinate efforts to Osensitised partne
framework®. For many Governments, notably in North Africa & the Middle East, in Asia
and to a lesser extent in Latin America, a lack of full awareness of the scope and potential
of the PEFA assessment framework remains an issue. Even in regions where there is more
familiarity with the framework, such as in Sub-Saharan Africa, its potential as a
benchmarking tool around which to organise dialogue with donors, or with sub-national

governments, or with civil society, is not everywhere fully appreciated.

131.  We noted in discussing the efficiency of the PEFA Programme that neither in 2008/09
nor in 2009/10 were any activities executed under Component 7, whose objective was to
ocontribute to enhanand tnprovedualighmept &oceondmatisnhof p
donor support to PFM. 6 Whi l e there may haveordomsideningl egi ti mat
that this was not a priority at that time, we believe that the failure to take proactive
measures to promote country ownership, and improved alignment and coordination of
donor support to PFM contributed to the slow progress in these areas. In the next Phase,
the PEFA Programme should do more to promote improvements in these areas,
maximising the potential that the PEFA programme has now demonstrated. Specifically,
we would recommend that networking, communication and dissemination programmes
should be devised aimed at:

A Giving Governments the confidence to build a common, harmonized dialogue
on PFM reform on the basis of PEFA assessments; and
A Giving donors (and potentially CSOs engaged in accountability work) the

confidence to make greater use of the PEFA framework, reducing reliance on

22 For example, this was true in each of the 6 MICs within the sample of 11 country studies.
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competing diagnostic frameworks and increasing the harmonisation of

donor efforts in support of Government-led PFM reforms.

132.  Finally, with the PEFA brand well established and with the numbers of repeat
assessments increasing rapidly, the information pool on PFM performance which the
PEFA Programme has created is becoming a unique, and an increasingly valuable,
source of comparative data on PFM performance. Governments, development
agencies and researchers need to be encouraged to use the PEFA common information
pool to better understand how PFM systems are changing in different countries and how
PFM reforms are impacting on those systems. Over the next five years, the common
information pool can become a resource of tremendous value in understanding where
and how PFM reforms work. The PEFA Programme needs to gear itself up to maximise the

value of this resource.

133.  In summary, much has been achieved to date: the Programme as a whole has
performed efficiently and effectively. But the PEFA Programme needs to gear itself
up for a new era, developing appropriate structures and delivery mechanisms to meet
the challenges with which it is now faced. Below, we examine what it might mean for the
scope of activities, for technical innovation and for the PEFA management model to
address three key challenges for the future, namely:

A Establishing a reliable framework by which to guarantee a consistent standard of
quality of PEFA assessments;

A Creating widespread knowledge of the PEFA assessment framework and how it is
being used to enhance country ownership of PFM reforms, to improve their
effectiveness and to strengthen alignment and coordination of donor support to
PFM reform; and

A Expanding access to the common data-base, as well to individual country

assessments, so as to facilitate research and evaluation on PFM reform.

3.2  Four Options for the Management Model of the PEFA
Programme

134.  Before considering the more detailed operational implications of the challenges
identified above, it is important to evaluate what is the right overall management model

to deliver the objectives of the PEFA Programme. Firstly, it should be stated that, beyond
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minor refinements in their wording, we assume that the PEFA Partners would expect the
Programme to continue to pursue the same overall goal - to improve country PFM system
performance - and the same broad objectives, namely:
A To enhance country ownership of PFM reforms;
A To improve alignment and coordination of donor support to country-led PFM
reform;
A To develop and maintain a common, credible information pool on PFM

performance for all Low-Income Countries and most Middle-Income Countries

135. This goal and these objectives remain highly relevant, of crucial importance to the
social and economic development of the different countries of the world, and,
notwithstanding the progress made during Phase III, they remain unfulfilled. So the

question is what is the most appropriate management model to fulfil these objectives?

136.  Before answering this question, it is worth reflecting that the current model, that of
the PEFA Secretariat, is in many ways a rather unusual model through which to ensure the
effective development and application of the PEFA assessment framework. The Secretariat
does not directly undert ake nor finance PEFA assessments and
over the PEFA framework or over assessments themselves. Nor does it have a licensing
type arrangement, in which users of the assessment framework are required to fulfil the
Secr et ar tyadsance pgumements. Rather, it provides guidelines, advice and
training on application of the framework, as well as offering a free (to the user) quality

assurance service.

137.  The apparently unfunded activities of the PEFA Programme, namely the actual
financing of PEFA assessments themselves are essential to the achievement of the
Programme objectives. These are, of course, funded by the governments and
development agencies leading the PEFA assessments. In Phases I-III of the Programme,
t he | iae of@hés fusding has come from the PEFA Partners, who have also financed
other complementary activities such as training in the use of the Framework® and certain

dissemination activities. Thus, within the current model the bulk of the aggregate funding

* The EU directly finances the delivery of regular courses in the use of the PEFA framework through
its AAid Delivery Methodso team. Most other PEFA [
courses in the past but currently efforts are being made to deliver these on a regular basis through
the Training4Dev framework, which is a consortium of several development agencies.
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of the PEFA initiative is in fact dmainstreamed®within the country and programme funding

frameworks of the PEFA Partners, as well as certain other Development agencies and a

small number of governments. What i s lisaskeel | ed

minority of the funding, covering development of the PEFA framework, support to quality

assurance, support to training, maintenance of the data-base and a modest volume of

communications and dissemination activities.

138.  Thus, if one were to conceive of the funding of PEFA assessments, of PEFA training

and all related dissemination activities as falling within the wider PEFA Programme, then

four broad options for the management and delivery of this wider programme suggest

themselves:

A The

1]

f ul leya meadi”n sptpmhichotimere would be no PEFA Secretariat,

and PEFA Partners, other Development Agencies and governments would

directly finance and undertake all activities associated with the PEFA Programme:

(0]

(0]

A The

The funding and undertaking of PEFA assessments;
The quality assurance for those assessments;
Training in the use of the PEFA framework;
Dissemination of PEFA results and experiences;
Development of the PEFA framework;

Maintenance of the PEFA data-base..

“

| ana g elsy r e a riom,dii whighpthere would be a small PEFA

Secretariat, financed on a fee for service basis to undertake a small set of core

6 mai

ntenanced and quality assur athowh

a fee charged to the Development Agencies and governments financing PEFA

assessments. The division of functional responsibilities would then be as follows:

(o]

The undertaking of PEFA assessments, training in the use of the PEFA
framework, and dissemination of PEFA results and experiences would be
financed directly by Development Agencies and governments;

Quality assurance for assessments; development of the PEFA framework,
and maintenance of the PEFA data-base would be undertaken by the
PEFA Secretariat, financed through a fee levied on each PEFA

assessment undertaken.
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139.

A

A

Thecurre nt , “ hy br,inavhich theré wouldhbe a moderately sized PEFA

Secretariat, with a relatively broad range

training support, and dissemination functions on the PEFA framework, financed
directly by the PEFA Partners, with Development Agencies and governments
financing PEFA assessments and training activities. This prevailing division of
functional responsibilities could be categorised as follows:

0 The undertaking of PEFA assessments, training in the use of the PEFA
framework, and some of the dissemination of PEFA results and
experiences would be financed directly by Development Agencies and
governments, with the PEFA Partners probably continuing to comprise
the majority;

0 Quality assurance for assessments; development of the PEFA framework,
maintenance of the PEFA data-base and some of the dissemination of
PEFA results and experiences would be undertaken by the PEFA
Secretariat, financed directly by the PEFA Partners through a Trust Fund

arrangement.

The “ Pr”oj agnttin which there would be a large PEFA Secretariat, taking
full responsibility for all of the functions of the PEFA Programme 8 including the
undertaking of PEFA assessments, under a project financing arrangement
provided by the PEFA Partners. This would necessarily entail an open tender
process, in which companies or consortia would be invited to bid for the PEFA

contract on a periodic basis.

We would assess the advantages and disadvantages of each of these options as

follows:

A

The “fully maoption, has theohealis’ advantage of spreading the
financing responsibilities for the PEFA Programme across a wider set of
stakeholders than the current PEFA Partners. It also, at least at first sight,
eliminates the recurrent financing and management commitments generated by
the PEFA Secretariat. However, it would leave undefined the responsibilities for
the Omaintenanced o fdthe boatinuedkdevklopfend of tha
Framework, the updating of guidance material, the maintenance of the data-
base. As these activities could not logically be managed on a decentralised basis,

some sort of alternative governance framework to that of the current PEFA
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Secretariat would need to be defined. One specific agency, such as the IMF,
might be nominated to do this or perhaps it might be managed through a
committee structure of some kind, in which a small group of Development
agencies would be nominated to manage these functions. Functions such as
quality assurance and dissemination could potentially be managed on a
decentralised basis but their quality and effectiveness would very likely suffer as a
result. In short, the apparent saving in eliminating the Secretariat would probably
prove illusory, with certain core O6maintenanc
anyway and other important ancillary functions, such as quality assurance and
dissemination probably declining in quality within such a framework. Moreover,
depending on the nature of the governance framework established, there would
be a high risk of the ownership and sense of responsibility for the PEFA
assessment framework being dissipated, and its relevance and effectiveness

consequently declining through a lack of attention.

A The “1 amagien syt r e a me d "would thold @ssentially the same
advantagesastheo f ul 'y mainstreamedo6 option but with
of having a user fee arrangement to cover th
functions, as well as quality assurance and dissemination costs. The PEFA
Secretariat would thus continue to exist but fully financed by this user charge.

This would have obvious advantages in terms of reducing financial dependence
on the PEFA Partners. However, there would still be a need for some sort of
governance or regulatory framework for the Secretariat in order to agree fee
levels, set budgets and define the activities to be undertaken. Moreover, the
introduction of fees might act as a deterrent to assessments being undertaken

and might in other ways introduce conflicts of interest and perverse incentives.

A The current “ hkabthe mdjor advaritage of being a tried and
tested model, which has been demonstrated to be both effective and efficient, as
this evaluation attests. The governance and management arrangements as well
as the operational and procedural requirements for the current model have been
developed and well established. Hence, this investment would not need to be
repeated. The current option also offers a balance between a set of centralised,
Omai ntenanced and ot theugh theuPEFA tPiogramse é&nd nanc e d

decentralised financing of PEFA assessments and PEFA training. This structure, at
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least potentially, allows scope for an extremely wide range of governments and
development agencies to directly finance PEFA activities, allowing for the
ownership of the PEFA instrument to remain relatively broad and avoiding
exclusive financial dependency on the PEFA Partners. At the same time, it invests
in the PEFA Partners the clear responsibility
conjunction with the Secretariat itself. Two disadvantages of this structure have
been highlighted by this evaluation: firstly, with quality assurance by the
Secretariat being a voluntary rather than a mandatory process (PEFA assessments
being effectdi vbheyl yt hoeoiwneldead agencies), it h a
guarantee a standard level of quality; secondly, dissemination and outreach
functions (to promote the Strengthened Approach) have been inadvertently
underfunded as a consequence of being a shared responsibility between the
Secretariat and the PEFA Partners. A third disadvantage is that the funding base
for PEFA activities has in practise remained narrowly dependent on the PEFA
Partners, with the sense of ownership and responsibility for the PEFA also
remaining focused on the PEFA Partners. Finally, the governance requirements of
Trust Fund arrangements do place a greater set of operational restrictions on the
Secretariat (in comparison with a project framework) and more operational

responsibilities on the World Bank as the Trust Fund manager.

A The “pr oj e colds the pdvantage of centralising responsibilities for
quality unequivocally with the project managers. It also gives the project
managers a high level of operational autonomy, within a contract framework,
which could build upon existing legal and managerial procedures and pre-
existing precedents*. But this narrow concentration of responsibilities also holds
disadvantages: would it be appropriate for a private consultancy company to
hold so much responsibility for a public good such as the PEFA framework?
Financial and contract management responsibilities would also need to be
concentrated in a narrow group of agencies, probably less numerous than the

PEFA Partners, with consequent negative effects on the breadth of ownership.

“The fAAid Delivery Methodso contract managed by Eur
template for this type of contract. USAID have also in the past contracted specific academic
consortia with developing and disseminating the use of National Health Accounts. Various
Development Agencies have framework contracts for specific types of evaluation contracts.
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Issues of continuity would also arise, as the requirements of competitive

tendering would necessitate periodic changes in the project management team.

140.  In summary, we consider that there are strong arguments for remaining with the
current ohybrid optiono. Quite apart fr,gam being a
holds the major advantage of combining opportunities for governments and
development agencies to directly finance PEFA assessments and training, allowing for the
ownership of the PEFA instrument to remain relatively broad and avoiding exclusive
financial dependency on the PEFA Partners, while investing in the PEFA Partners the clear

responsibility of oguardianso of tetaratitéelfl a mewor k, i

141.  Moreover, we would judge that it is possible within the framework of this current
option to largely correct the disadvantages noted to date with the existing management
model 8 the voluntary nature of the quality assurance process, the potential for certain
functions (such as outreach and disseminati on) t
the Secretariat, and the relatively limited engagement of stakeholders other than the PEFA
Partners in the funding and ownership of the PEFA Framework. Each of these problems
could be addressed through updating of procedures, more precise definition of functional
responsibilities and adjustments to the governance framework, without departing from

the existing management model.

142. There will remain important decisions to be made about exactly which functions and
activities should fall within the PEFA Programme, under the responsibility of the
Secretariat, and which should be taken up directly by the PEFA Partners. For the core
6mai nt enan c e dssumnta fungtiors, IthHe ttompaeative advantage of the PEFA
Secretariat is extremely strong. For other functions, the decision on their placement
should depend on two factors: a) the existence of clear organisational and administrative
structures within the PEFA Partnersd institutions which <can
these functions (eg. PEFA training, PEFA dissemination and promotion of PFM research)
and execute them on a timely and effective basis; and b) the extent to which such
functions can be added to the administrative responsibilities of the PEFA secretariat,
without excessively increasing the management burdens which would prevail within a
Trust Fund arrangement. The evaluation team has limited knowledge of these factors so

our recommendations below focus on the functions, which we believe must be taken up
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within the PEFA Programme as a whole, leaving the precise location of responsibilities for

these functions to be decided by the Steering Committee.

3.3 Implications for the future scope of Programme activities

143.  In order to respond to the challenges identified in section 3.1, a different structure of
activities is likely to be needed for Phase IV of the PEFA Programme. While the core
business of promoting high quality PEFA assessments is likely to continue to dominate the
budget 0 certainly in the earlier years of a new phase of funding, we believe that a more
high profile and more extensive out-reach programme will be necessary, in addition to
greater investment in the development and utilisation of the common data-base on PFM
performance. Figure 8 shows the type of Programme Performance Framework, which this

would imply for Phase IV.

144.  Although the Development Goal remains the same, a slight re-casting of the Global
Objectives is proposed in order to highlight more precisely the links with the Programme

Results. Thus, three Global Objectives are again proposed as follows:

(i) Promotion of Structured government leadership and monitoring of PFM reforms
(making the link with the structured framework for benchmarking provided by the
PEFA framework)

(i) Promotion of Harmonised donor support to PFM reforms and use of country
systems (highlighting the fact that PEFA assessments are promoted as a way of
facilitating fiduciary risk assessments for use of country systems, which for many
Development Agencies may represent their most significant contribution to
improving PFM systems); and

(iii) The promotion of more appropriate PFM reforms, which draw more effectively on
PEFA and other diagnostics at the country level, as well as on a growing body of
international research on PFM reforms®.

145. For Phase 1V, it is recommended to structure activities so as to focus on the

achievement of three Programme Results:

> \We believe that it is important to place more direct emphasis on the quality and appropriateness of
PFM reforms than is currently the case. The Strengthened Approach places emphasis on country-
led reforms and aligned and coordinated support. Logically, the third prong of such an approach
should be to undertake the right reforms, which in turn implies an emphasis on monitoring, learning
from mistakes and fine-tuning of reforms.
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() The achievement of a (geographically) expanding programme of PEFA
assessments®®, undertaken to a guaranteed level of quality.

(i) The development of a shared information pool on the use of the PEFA framework
at national and sub-national levels to support PFM reform; and

(iii) The maintenance of a common PEFA data-base on PFM performance.

146. Thus, we recommend moving the oOcommon

Global Objective to a Programme Result, where it more properly belongs within the
intervention logic. Secondly, we recommend supplementing attention to the common
PEFA data-base with a new Programme Result, namely a shared information pool on the
use of the PEFA framework at national and sub-national levels. It is our judgement that
there has been insufficient attention in the past to the dissemination of the lessons of
experience in the use of the PEFA, which may have reduced the rate of take-up of the
PEFA framework, and perhaps more importantly the level of ownership over the PEFA
framework and the extent of its institutional development impact. Establishing a clear
Programme Result to give focus to out-reach, networking and dissemination activities

should redress this balance in Phase IV.

147.  Five sets of activities are proposed, the first three corresponding to Programme result

(i). Most of the proposed activities are ongoing but some modest expansion is proposed
to meet the three new programme challenges identified above (Section 3.1). Table 13
shows in more detail the proposed scope of activities. As we have noted above, there are
options over the extent to which these activities are funded and managed directly by the
PEFA Secretariat, as opposed to being funded directly by one of the PEFA Partners, or
from other sour ceesd aacst iavicadnyabichadshbeee ehnsageddoy
many activities within the training strategy. There are also options relating to the speed at
which scaling up of activities might be introduced. Table 13 overleaf indicates where these
options might be applied. In preparing Table 13, we have assumed that Phase IV of the
Programme would have a five year span, thus allowing for greater stability and continuity.
It would be evaluated in the second half of year 4 (2015), so that consideration of future

funding proposals could be made in year 5. (2016)

2 We envisage that the geographical coverage of the PEFA programme will continue to grow and

indeed see this as an important element in maximizing the value of the PEFA assessment
framework. Nevertheless, an increasing proportion of assessments should be Repeat Assessments.
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Figure 7: Potential PEFA Phase IV Programme Performance Framework

ACTIVITIES/ IMMEDIATE OUTPUTS PROGRAMME GLOBAL DEVPT.

a)

b)

c)

Quality Assuranceof PEFA assessments
- Review of ToRs/ Concept Notes
- Review of draft PEFA reports
- Review of Final PEFA reports

Methodological Refinement
- Fine-tuning of national framework
- Field manual for national framework
- Fine-tuning of SN framework
- Field Manual for SN framework
- Notes on non-PEFA drill down tools
- Guidance note on moving from assessments to reform plans

Training
- Updating of Training material
- Training of Trainers
- QA of 3" party courses

Dissemination& Promotion of Networking
- PEFA website/ blog, brochures & materials
- Documenting of PEFA success stories &
- Regional experience sharing workshops
- Support to PEFA Reference Group
- Support to PEFA Steering Committee
- Conference presentations at 3" party events
- PEFA participation in OECD DAC Task Force on PFM

6l essons

Maintenance of PEFA Database & Promotion of Research
- Publication of PEFA Reports
- Maintenance of shared database on PEFA scores
- Enhancement of PEFA database
- Promotion of Annual Research Event on PFM reform
- Annual Monitoring reports
- 3-yearly Report on Impact

eary commitiee; July 2011
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Table 13 Recommended Programme of Activities for PEFA Programme

Proposed Phase IV Activities

Numbers of Activities

C. Common PEFA
Data-Base on PFM
Performance

Explanatory Comments

Potentialf or o0 Mai n ®rtfar €

Quality Assurance of PEFA assessments
o0 - Review of ToRs/ Concept Notes
0 - Review of draft PEFA reports
o0 - Review of Final PEFA reports

Anticipated

Approximately 50 per year
Approximately 50 per year
Approximately 50 per year

Numbers of assessments assumed to
stabilise at 50 p.a, but with increasing
numbers of SN assessments. All stages
should pass through QA process.

Slower scaling Up

QA of SN assessments could be
outsourced to Federal Govt Leads
and/ or DP lead but difference in
QA status should be made clear.

Methodological Refinement
0 Fine-tuning of national framework

o Field manual for national framework
0 Fine-tuning of SN framework

o Field Manual for SN framework
o Notes on norRPEFA drill down tools

o0 Guidance note on moving from
assssments to reform plans

1 fine-tuning in 5 year period

Yearly updates
2 fine-tunings

Yearly updates

Regular Notes

Guidance material issued 2011
or 2012 & updated yearly

Fine-tuning of up to 4 indicators in 2012
or 2013.

1 immediate update (2011) & one
following national level fine-tune (2013)

Generic note anticipated, focused on
practical steps in moving from PEFA .

More substantial fine-tuning might
be considered but would be more
disruptive to comparability over
time.

Outsourcing of methodological
refinement not advisable.

Training
0 Updating of Training material

0 Training of Trainers
0 QA of 3rd party courses

Yearly updates

2 events per year
Ad hoc participation in 2-3

Continuing QA role over training
materials is envisaged.

Training strategy already anticipates
substantial outsourcing of training
but some minimum contact with

trainers is necessary for quality
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Proposed Phase IV Activities

Numbers of Activities

Explanatory Comments

Potentialf or o0 Ma i

Anticipated
events per year

Slower scaling Up
control.

Dissemination & Promotion of Networking

o PEFA website/ blog, brochures &
materials

o Documenting of PEFA success stories
|l ear ne

& 6l essons

o Regional experience sharing
workshops

o0 Support to PEFA Reference Group

0 Support to PEFA Steering Committee

o Conference presentations at 3rd party
events

o0 PEFA patrticipation in OECD DAC
Task Force on PFM

Monthly updates

4 notes per year
2 per year in different regions

I Annual meeting

2 meetings per year
2 per year

2 per year

In line with current Communication
strategy, but dedicated networking &
communications specialist envisaged

Envisaged in current communications
strategy

New event not included in current
communication strategy

New element of governance framework:
Reference Group would be a wider
stakeholder group feeding resolutions to
Steering Committee.

Direct coordination of PEFA
networking & communications
programme by Secretariat is
strongly recommended.

Regional workshops could be run
directly by PEFA Partners.

6 sponsored places for Govt reps
are envisaged but financial
contributions could be sought
externally. Should start from Year
Two (2013).

Maintenance of PEFADatabaseand
Promotion of Research
o Publication of PEFA Reports

o Maintenance of shared database on
PEFA scores

o Enhancement of PEFA databasein-
house research

All 50 if possible

Regular data entry

2 annual upgrades/ research

Should include campaigns to publish old
PEFA reports as well as remaining current
with new ones. SN reports might be
excluded.

As at present

New activity, aimed at preparing data-

New research activities need not
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Proposed Phase IV Activities Numbers of Activities

Explanatory Comments

Potentialf or 0 Ma i n itfor €
Slower scaling Up

Anticipated
papers

o Promotion of Annual Research Event | 1 gnnual event
on PFM reform

o Annual Monitoring reports 1 per year
0 3-yearly Repat on Impact 2in 5 year period

base for different types of statistical
analysis

Anticipated to be co-organised with
University faculty or research institute

Second Impact Report combined with
Programme Evaluation

start in Year One, but certainly by
Year 3 (2014). Funding of research
event and/or of research promotion
as a whole could be directly
Omainstreamedd ou
Secretariat.
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3.4 Technical and Procedural Innovations envisaged

148.  The programme of activities outlined above assumes the introduction of a certain
number of technical and procedural innovations. In this section, we provide details of the
recommended changes and outline some of the alternative options, which were
considered. These relate to three areas:

A Development of a structure to guarantee the quality of PEFA assessments
A Fine-tuning of the PEFA Assessment Framework
A

Introduction of Supplementary Technical Guidelines

Development of a structure to guarantee the quality of PEFA assessments

149.  We have noted above the substantial reputational risks which the PEFA Programme
continues to face, due to its inability to guarantee the quality of all PEFA assessments. We

cannot over-stress the significance of this point.

150. The problem of poor quality assessments derives primarily from the inability of the
PEFA Secretariat to compel the different donor agencies and governments funding
assessments to adopt the quality assurance arrangements recommended by the
Secretariat. Whilst the majority do follow these arrangements, it is not conceivable that
100 % compliance will be achieved so long as these processes remain voluntary. It is
therefore essential that, in order to protect the quality (and therefore the sustainability) of
the PEFA brand, a set of quality assurance checks should be introduced, which should
either be made formally mandatory or should be introduced in such a way that there
would be very strong incentives to always follow the standard QA checks of the

Secretariat.

151. Our initial recommendations (presented in the draft report) favoured the introduction
of a mandatory QA process to be imposed by the PEFA Secretariat for all PEFA
assessments. However, the comment was made that such a procedure might be perceived
as being unduly harsh and might potentially dissuade Governments and/ or specific

sponsoring agencies from undertaking PEFA assessments at all.

152.  An alternative approach, which has been discussed at the Steering Committee
meeting of June 2010, would be to introduce a procedure by which all assessments

passing through a quality assurance process verified by the Secretariat would be issued

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |89



Evaluation of PEFA Programme 2002010: Final Report 2010

witha oqual it yThiswauld spécifycttee matube of the QA process applied and
woul d document the Secretariatés views on the ade
report to queries raised. This Quality Certificate would be included within the inside page
of every PEFA assessment reviewed by the Secrete
differentiat i ond me wduld bé mtnoduced, where readers would automatically
begin to view a PEFA assessment without a Secretariat certificate as a sub-standard
product, creating a natural incentive to comply with the recommended procedure.
153.  In addition to the introduction of the proposed Quality Certificate, we would further

recommend the following measures for quality enhancement:

A The PEFA Secretariat should introduce a 3 step quality assurance process :

0 The first step, as at present, would involve the review of ToR/ Concept
Notes, with a specific accent on the team composition, the proposed
management arrangements and the proposed peer review arrangements.

0 The second step would be a review of the draft report, along with a
review of comments from the country-specific peer reviewers.

0 The third step would be a final check of the revised report to ensure that
review comments had been adequately addressed. Only after this third

step would a quality certificate be included in the assessment report.

A As part of the standard guidelines for PEFA assessments, a requirement should be
introduced that the evidence consulted for each of the PEFA indicators should be

formally referenced by the assessors, following a standard matrix format.

A Existing guidance material on the composition of assessment teams and the
composition of quality assurance teams/ peer reviewers should be updated by the
Secretariat to ensure that it is absolutely clear and that it caters for different types
of PEFA assessments (national or sub-national) in different types of countries

(small island states, large countries, etc.).

A Finally, following the recommendation of the December 2010 Steering
Committee, the publication of PEFA assessments should be made the standard
default option, to be ensured by the PEFA Secretariat directly, except in

exceptional circumstances where for specific reasons Governments (or other
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sponsoring institutions) formally requested the Secretariat to leave the

assessment unpublished for a defined period.

154.  Apart from serving to publicise the presence (or otherwise) of Secretariat quality
certificates, a more systematic process of publishing PEFA reports would favour their
scrutiny by civil society and other stakeholders, which would act as a further assurance of

quality. In addition, it would help to spread knowledge of PEFA assessments and their use.

Finetuning of the PEFA assessment framework

155. Over the course of various Steering Committee meetings, there has been extensive
discussion over the extent to which wide-ranging changes should be introduced to the
indicator set of the PEFA framewor k. I

indicators which has recently been concluded, the December 2009 Steering Committee

n

agreei.

recorded that ©6the meeting converged towards agr

the short term, while acknowledging the likely need for a major overhaul in the medium
termd. The e wade toauhderstahd thae thieremains the official position of

the Steering Committee.

156. It is of course essential that the PEFA indicator set should be updated periodically in
order to remain abreast of technological and other changes in practises and to continue

to reflect what is seen as most important in judging the functionality of PFM systems.

However, it is also important to ensurfghet hat the

0goodo. As weat hamw mointn io tthés devaluation, the PEFA assessment
framework has proven its value and applicability across a wide range of institutional and
administrative contexts. Notwithstanding its continuing imperfections, it has been found
to be extremely useful by many governments and many development institutions. One
key aspect of its usefulness is its comparability over time. As the number of repeat
assessments increases, the value of this characteristic will be further enhanced as the

research potential of the PEFA data-base is increased.

157.  Given these facts, we believe it is of fundamental importance to avoid large-scale
changes to the framework, which would undermine its comparability over time. Thus,
even if coherent arguments might be made to alter the relative balance of the indicators &
for example to increase the number of indicators related to budget preparation or to

change the overall numbers of indicators, such changes should be avoided in the interests
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of maintaining as high a degree of comparability over time as possible. As the discussion
in Chapter 2 has shown, the current PEFA Assessment Framework is highly relevant to
most LICs and MICs as well as some HICs and is likely to remain relevant for many years,
even with no refinements whatsoever. The requirement is thus for a process of small,
periodic adaptations to preserve relevance and usefulness, while protecting comparability

over time.

158.  We therefore recommend undertaking periodic changes to the indicator set & for
example no more than once in each period of five years d and only to a limited number of
indicators each time. Specifically, we would recommend altering no more than 4

indicators at a time so that a reasonably high degree of comparability is maintained.

159. In choosing indicators, the two types which should clearly be the priorities for
refinement should be those which are seen to be largely or wholly irrelevant and those
which are seen to be giving substantively misleading or inaccurate assessments of the
relative quality of specific aspects of the PFM system. As far as we are aware, there are no
substantiated examples of the latter 8 that is of specific indicators leading systematically
to misleading assessments. There is one indicator & PI-23 (Availability of information on
resources received by service delivery units) which we would suggest does not in practise
measure weaknesses, which are of real relevance. This is because very few PFM systems 8
even those which are in other respects very robust - provide at the central level the sort of
information on allocations to service delivery units which this indicator demands.
Secondly, the indicator favours the regular conduct of Public Expenditure Tracking
Surveys (PETS), a type of survey which is difficult to design effectively and can be very
expensive and administratively demanding to undertake @ in short a type of survey for
which the costs may often outweigh the benefits®’. The PI-23 indicator is in a sense a
proxy for the degree of social accountability over spending at the local level. A more
appropriate way of measuring this could be devised without too much difficulty, perhaps

by working in partnership with organisations such as the International Budget Project.

160.  Another set of problems emerges with a small minority of indicators for which certain

sub-dimensions are frequently not scored, for a variety of reasons. Some 5 indicators can

" This is especially true in contexts where service delivery units receive funding from a wide variety
of sources, which is paid in different mixesofin-k i nd and cash payments, making
processo from budgets to actual expenditures anyt:Ht
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be identified within this category, of which two are PI-8 (Transparency of Inter-
Governmental Fiscal Relations) and PI-15 (Effectiveness in collection of tax payments), for
which it would appear that the data required for analysis are frequently not collectible
within the time frame of a PEFA assessment. The first response of the Secretariat to this
eventuality 0 quite rightly - has been to attempt to find ways of providing additional
guidance on the indicator so as to give a clearer sense to the assessor of how data might
be collated and assessed. In certain cases, it appears that this additional guidance has

been effective in reducing theinci dence of 0O0no scoreso.

161.  Yet, there do continue to be approximately 5 indicators, which have specific
dimensions which are quite frequently not scored. Within these, the first approach must
be if possible to find changes in the wording of their dimensions, which would eliminate
the problems in scoring, without undermining their general comparability with past
scores. This will clearly be difficult to do and in some cases impossible but it seems a
reasonable approach from which to start. Thereafter, the most appropriate approach
would be to aim to fine-tune those indicators (or dimensions of indicators) which are
most frequently mis-s cor ed -oaordéendd . Il deally, this whole p
revision should be led directly by the Secretariat. We would recommend initiating the
review process during 2012, so as to present to the Steering Committee proposed
changes to up to 4 indicators in December 2012, permitting further consultations during
early 2013, so as to have all changes to guidance materials concluded before 2014. This
would allow the updated framework to be applied from 2014 onwards and then reviewed

again in 2018.

Introduction of supplementary technical guidelines
162.  Although the PEFA brand is now well established, the PEFA Programme as a whole

continues to have a relatively modest level of influence. Achieving greater impact on the
ownership of PFM reforms, the alignment of donor support to PFM reforms and the
increased harmonisation of diagnostic instruments will depend in part on increasing the
influence of the PEFA programme, and in part on changed behaviour by governments and
donors engaged in PFM reform. In order to increase influence, we recommend enhancing
the utility and relevance of the PEFA framework through a structured programme of work
to develop supplementary guidelines to support more widespread use of the PEFA
framework. These guidelines should be prepared in response to demand, focusing on

those areas where guidance is frequently requested or appears to be needed.
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163.

164.

3.5

165.

A common criticism of the PEFA framework by government staff is that it does not
lend itself easily to the definition of precise implications for new or ongoing PFM reforms.
This is often the source of long delays in moving from an updated PEFA assessment to an
updated PFM reform plan. A set of discussions on this issue have been initiated by the
IMF in collaboration with the EU and a draft paper to try to address this issue developed
(Diamond, 2010 and 2011). However, the paper has also attempted to address the much
more complicated problem of devising recommendations on the sequencing of PFM
reforms. Although we have been advised that a productive set of discussions on
sequencing has been held and guidelines on this issue are expected later in 2011, we
would nevertheless recommend that, perhaps based on the current work, a separate, and
more basic set of guidelines be prepared, explaining the steps which would normally be

required to move from a PEFA assessment to an updated PFM reform plan.

This guidance material should include advice on the following:

A How to 6codnt @ x tPIEFIAI s®@ssessment t o identify

weaknesses (amongst the indicators) are likely to be of most importance in a
given country, for example taking account of the nature of national-subnational
relations, and of the relative importance to the budget as a whole of government-
managed procurement, salaries, contingent liabilities, etc.

A How to assess the capacity to manage reform, considering human resource and
management issues.

A How to identify and finalise priorities within a politically endorsed PFM reform
plan;

A How to define an appropriate monitoring framework for the reform plan.

Consolidating the Governance and Management Framework

The existing governance and management framework for the PEFA Programme has
for the most part served it well over the first three phases of the Programme. It has
allowed for quick decision-making and for a relatively high degree of efficiency in
Programme management. Yet, with the PEFA brand now established and its international
relevance no longer in doubt, the influence of the framework can be expected to grow

and the time is right to create a governance framework for the longer term.
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166.  The new era will demand governance changes 8 firstly to ensure that the Secretariat
has adequate capacities to undertake an expanded QA function and a stronger
dissemination role, and secondly to allow for a more inclusive governance framework,
with a structured set of dialogue channels for stakeholders who are not currently PEFA
Partners. This will be necessary both to safeguard the legitimacy of the PEFA Steering

Committee and to facilitate a more effective outreach function.

The PEFA Steering Committee & Reference Group

167.  The governance arrangements for the Secretariat were reviewed in section 2.6. We
drew three conclusions. Firstly, whilst the current governance framework based on a small
Steering Committee of seven fixed members has not proven a constraint in the past 8 and
may well have been an advantage in efficiency terms, there is a risk of limited
representativeness associated with sustaining such a structure. There are also distinct
advantages in widening the governance framework, as the Programme moves from
consolidation of the PEFA framework into expansion of its use and deepening of its
influence, hence requiring the engagement of a wider set of stakeholders. Secondly, the
creation of a second consultative body & a reference group & to support the Steering
Committee would seem to be an effective way to address this need for a wider and more
inclusive governance framework. Thirdly, so as to bring in new members and avoid the
possible probl ems of management by an unchanged

renewal in the membership of the Steering Committee should be considered.

168.  Full operationalisation of these recommendations will require a more detailed analysis
of governance arrangements and the preparation of precise proposals, which take
account of the various trade-offs involved in the different options for operationalization.
Such a set of recommendations goes beyond our terms of reference. However, we make
the following concrete proposals as a starting point in this process:

A The Steering Committee should essentially keep its current form and should
continue to have an Executive style, with a relatively limited number of members
and a focus on efficient decision-making.

A In order to establish a framework by which structured changes in the membership
of the Steering Committee can be introduced on a periodic basis, we recommend
an increase from 7 to 9 members.

A This would then permit a structure with 3 permanent members and 6 rotating

members, with the rotating members remaining for 4 years but with a staggered
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rotation period so that every two years 3 members would rotate. In our
judgement, this would give a good balance between continuity, representativity
and space for new voices.

A The argument for three permanent members derives simply from the fact that
there are three current PEFA Partners who by virtue of their institutional status,
size and engagement in the funding of PFM reforms will always have an essential
role in guiding the evolution of the PEFA Programme. These are the EU, the IMF
and the World Bank.

A At present, the remaining PEFA Partners are also involved in its funding 6 both
through the Trust Fund and their direct activities. This is important both because
it lends legitimacy to their participation and because the fiduciary responsibilities
associated with this relationship serve to strengthen the engagement beyond one
of advocacy or intellectual engagement. We therefore recommend that, as at
present, all Steering Committee members should continue to be funders of the
PEFA programme.

A This would entail that the members would be predominantly official development
agencies, although arrangements should not exclude the possibility of including
either foundations with an interest in these issues (Hewlett-Packard, for example)
or professional associations (such as IFAC) who might have the potential for
providing funding.

A This would appear at first sight to reduce the potential for increased
representativity but it is the Reference Group which carries this role. There would
in any case always be selection difficulties in choosing one or two governments,
who might in some way represent the full body of government users of the PEFA.

A Thus, it is recommended that the Steering Committee should be supported by a
formally defined Reference Group, which would comprise an equal balance of
three groups:

0 Representatives of governments who have used the PEFA framework;

0 Representatives of professional accounting and auditing bodies and CSOs
engaged in budget advocacy work; and

0 Development Agencies not currently represented within the Steering
Committee.

A In order to facilitate constructive discussions and avoid unnecessary costs, we
would recommend 6 representatives from each of these groups, thus making a

Reference Group of 18 members. In the first instance, for simplicity it is
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recommended that the Steering Committee should directly invite members but
once established, the Reference Group could then establish its own nomination
and voting rules.

A In order to facilitate their participation, it is recommended that the participation
of the 6 Government representatives should be sponsored by the Secretariat.
Other members would be expected to finance their own participation.

A The Reference Group would act as a consultative body, meeting once a year in
Washington DC to review progress with the PEFA Programme and prepare advice
for the Secretariat and resolutions for consideration by the Steering Committee.

A The rotating members of the Steering Committee (on 4 year placements) would
also be nominated by and probably drawn from the Reference Group.

A In addition, its members would throughout the year receive papers and
communications from the Secretariat and the Steering Committee and would be

invited to comment on questions of PEFA policy.

169.  In presenting the above proposals, we are mindful that there are other arrangements
available in the short term, which might raise the number of stakeholders involved in the
PEFA process, without requiring changes to governance arrangements. For example, a
more informal OPEFA f or ldeaodforthe fodmdl enblarsensesttofa bl i shed
the PEFA framework by different stakeholders have also been proposed in the past and
discussed at steering committee levels. These ideas have their merits 0 certainly as a way
of opening up space for the wider community of stakeholders to provide ideas and
opinions.  However, none of these proposals do anything to strengthen the
representativeness of the PEFA Steering Committee; indeed they assume a continuation
of the status quo in this respect. Representativeness is not at present a problem but it has
the potential to become a problem: it is a risk to the future sustainability of the PEFA
programme. Secondly, all consultation arrangements, which fall short of providing voting
power, are open to the charge of being piece-meal. If in the medium to long-term,
reliable methods of consultation and engagement with more stakeholders are needed
and if there is also a desire to put to rest any potential future concerns about
representativeness, then such arrangements do not provide a solution. A more formalised
Reference Group with clear links to the Steering Committee seems to be necessary. This
does not need to be created immediately but clear decisions now would allow for a well
planned restructure of governance arrangements during the course of 2012, which would

establish a more sustainable and effective structure for the long term.
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Future staffingand fundingof the PEFA Secretariat

170.  Section 3.3 provides recommendations on the scope of activities proposed for Phase
IV of the PEFA Programme. These seek to maximise the potential of the Programme to
achieve its stated high level objectives, whilst also protecting it against the risks, which
threaten its sustainability. The proposed scope of activities is captured in particular in
Figure 8 and in Table 13. Within this overall scope of activities, there are decisions to be
taken over a) how soon new activities should be initiated and b) which of these activities
should be undertaken within the PEFA Secretariat

within the work programmes of the PEFA Partners.

171. In relation to the phasing in of new activities, the main considerations relate to firstly
the time at which benefits from the new activity are likely to be sufficient to justify their
initiation, and secondly the lead time which is likely to be necessary to ensure such
activities are well planned and designed. Thus, initiation of research promotion activities
might reasonably be delayed until late 2012, when the expanded numbers of repeat
assessments would be greater and the potential value of research on the PEFA data-base
therefore greater. The establishment of the proposed PEFA Reference Group might also
reasonably be delayed so as to allow time for careful consideration of the different
institutional options available and to ensure an optimum set of arrangements. On the

other hand, strengthening of QA functions should not be delayed.

172. In relation to question b), regarding the choice of placing functions within the
Secretariat as opposed to mainstreaming them amongst PEFA partners, we would judge
that there are two principal considerations. Firstly, it is necessary to consider whether
there exist cl ear organi sational and administrat
institutions, which can take up responsibilities for these functions and execute them on a
timely and effective basis, or alternatively whether such structures can be relatively quickly
created. Secondly, one must consider the extent to which such functions can be added to
the administrative responsibilities of the PEFA secretariat, without excessively increasing

the management burdens, which would prevail within a Trust Fund arrangement.

173. In relation to the former criterion, it is clear that structures already exist both to
manage PEFA assessments and to deliver training on the use of the PEFA framework.
Indeed, these activities have been successfully mainstreamed. For the core Omaint
and quality assurance functions, including QA support to training, the comparative
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advantage of the PEFA Secretariat is extremely strong. The QA recommendations above
imply an expansion of this QA function. In relation to Dissemination and Networking and
Maintenance of the PEFA Data-base and Promotion of Research, the arguments for and

against oOmainstreamingd are more balanced.

174.  Taking these arguments together, there would seem to be three broad options for
staffing, which are presented in Table 14. Each of these implies a slightly different

treatment of staffing of particular functions, as we explain below:

A Quality assurance, PEFA methodological refinement and support to training
are the core O&dmaintenanced® and QA functions,
clearly has a comparative advantage. We noted above (in the examination of
sustainability) that the current level of Secretariat staffing for these functions has
been slightly less than optimal and has made it vulnerable to sudden staff
departures or illnesses. As a first objective, then, numbers need to be
consolidated in order to ensure stability. In addition, the Secretariat will need to
establish an adequate staffing structure to perform the proposed expanded QA
function. On the other hand, following the current training strategy, it is expected
that training functions will over ti me, thus taldng ppuless tiné 6f0
Secretariat staff. Within Option 1, we would therefore recommend the expansion
of the team of PFM specialists from 3 to 5 in total (excluding the overall Head of
the PEFA Secretariat). These 5 PFM specialists would manage the QA process and
the process of refinement of the PEFA Framework and the related guidance
material, as well as providing support for dissemination and outreach work.
Training inputs would continue in the short term but would be significantly
reduced over the course of 2012. For Options 2 and 3, we propose to limit the
number of permanent PFM specialists within Secretariat to 4, by widening the

network of trusted consultants who could support the QA process.

A Dissemination and promotion of networking (including support to the PEFA
Reference Group) will involve some new functions under the proposed
programme for Phase IV. In particular an expanded outreach function is
anticipated, involving a more active communications strategy, two regional
seminars per year to permit peer-to-peer exchanges on the use of the framework,

as well as administrative and communications support to the PEFA Reference
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Group. Both under Options 1 & 2, these would be centralised within the PEFA
Secretariat and a ONetworking & Communication
to take charge of these functions. Additional administrative support would also be
required. Under Option 3, the Networking & Communications specialist would
not be recruited and the proposed regional seminars would be run directly by the

PEFA partners.

A Maintenance of the PEFA Data-base and promotion of research would require
the maintenance of the PEFA data-base, as at present, in addition to more in-
house research and active research promotion through, amongst other things, the
organisation of an annual research seminar on PFM reform issues. Under Option
1, the PEFA Secretariat would recruta new OResearch Mamager/ Fa
take responsibility for these functions, supported by the existing research officer.
Within Options 2 & 3, the promotion of new research, including the annual
research seminar would be managed directly by the PEFA partners, perhaps

through a dedicated research project.

175. Overall, these proposals imply an increase in staffing of the Secretariat from 6 (in July
2011), to 8, 9 or 11 between now and end 2012. Together with the requirements for the
servicing of the Reference Group and the expansion of outreach functions, it would imply,
as a maximum, an approximate doubling of the current level of Secretariat spending
(which has been 80% of budget). Clearly, such a substantial increase would require careful
consideration, including consideration of the different mainstreaming options here

presented, as well as a gradual, structured process of implementation.

176. A first point to be made is that whilst a percentage increase of 60-70% in the current
budget is significant, in absolute terms, the proposed annual increment of approximately
US $ 700,000 per year is not substantial, in relation to the scope of the work of the PEFA
Programme and the extent of its influence. Indeed, we have no doubt at all that the

additional benefits from this spending would more than justify these costs.

177.  Secondly, this increment is not envisaged as simply the first in a series of budget
increases. We have attempted to assess the long-term requirements to service the PEFA

framework on a sustainable basis and to ensure a maximisation of impact. Whilst
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continued funding beyond the planned 5-year Phase IV will almost certainly be needed,

we can see no reason why the scale of annual outlays should again need to increase.
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Table 14 Three Potential Staffing Options for the proposed PEFA Programme in Phase IV 2012-2016

Proposed Phase IV Activities
OVERALL IMPLICATIONS FOR STAFFING

NB. Current Staffing (July 2011):

1 Head of PEFA Secretariat
3 PFM specialist

1 Research Officer

1 Administrative Assistant
TOTAL: 6 staff

Staffing Option 1
1 Head of Secretariat
5 PFM Specialists
1 Communications/ Networking
lead
1 Research promotion lead
1 Research Officer
2 Administrative Assistants
TOTAL: 11 staff

Staffing Option 2
1 Head of Secretariat
4 PFM Specialists
1 Communications/ Networking
lead
1 Research Officer
2 Administrative Assistants
TOTAL: 9 staff

Staffing Option 3
1 Head of Secretariat
4 PFM Specialists
1 Research Officer
2 Administrative Assistants
TOTAL: 8 staff

Quality Assurance of PEFA assessments

o Review of ToRs/ Concept Notes

0 Review of draft PEFA reports

o Review of Final PEFA reports
Methodological Refinement

o Fine tuning of PEFA framework

0 Fine-tuning of SN framework

o Field Manual for SN framework

o Notes on noRPEFA drill down tools

o Guidance note on movingo reform
Training

o0 Updating of Training material

0 Training of Trainers

0 QA of 3rd party courses

PFM Specialists increased from 3
to 5 to cover additional QA
requirements, and to provide
support to dissemination and
outreach functions.

PFM Specialists increased from 3
to 4 to cover additional QA
requirements, and to provide
support to dissemination and
outreach functions.

Additional provision made to use
trusted consultants for some QA
functions.

PFM Specialists increased from 3
to 4 to cover additional QA
requirements, and to provide
support to dissemination and
outreach functions.

Additional provision made to use
trusted consultants for some QA
functions.
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Staffing Option 3

Proposed Phase IV Activities

Dissemination & Promotion of Neworking
PEFA website/ blog, brochures & materials
Documenting of PEFA success stories &

60l essons | earnedd
Regional experience sharing workshops
Support to PEFA Reference Group
Support to PEFA Steering Committee
Presentations at 3rd party events

PEFA patrticipation in OECD DAC Task
Force on PFM

Staffing Option 1
1 new o0Communi ca
Net wor ki ng speci
to lead organisation of regional
seminar s andreaohv e
functiono.

1 additional administrative
support person recruited to assist
in delivery of communications
strategy and support PEFA
Reference Group.

Staffing Option 2
1 new oCommuni ca
Net wor ki ng speci
to lead organisation of regional
seminar s andreaochv e
functiono.

1 additional administrative
support person recruited to assist
in delivery of communications
strategy and support PEFA
Reference Group.

Regional peer-learning workshops
run directly by PEFA Partners.

1 additional administrative
support person recruited to assist
in delivery of communications
strategy and support PEFA
Reference Group.

Maintenance of PEFADatabaseand Promotion
of Research

(0]
(0]

(0]
(0]

Publication of PEFA Reports

Maintenance of shared database on PEFA
scores

In-house research

Promotion of Annual Research Event on
PFM reform

Annual Monitoring reports

3-yearly Report on Impact

1 new Research Promoter/
Facilitator recruited (from late
2012/ early 2013) to undertake
higher level of in-house research
and to manage annual research
seminar, which is anticipated to be
co-organised with university
faculty or research institute.

No new recruitment.

Funding of research event and
research promotion as a whole
directly Oomainst
the Secretariat, possibly through
separate project with university
faculty or research institute.

No new recruitment.

Funding of research event and
research promotion as a whole
directly Oomainst
the Secretariat, possibly through
separate project with university
faculty or research institute.

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011

Page |103




Evaluation of PEFA Programme 2002010: Final Report 2010

Annex One: Terms of Reference

Evaluation of the PEFA program 2010
Terms of reference for experts

Background

1. The PEFA Program was established towards the end of 2001 with the aim
supporting integrated and harmonized approaches to assessment and reform in the
field of public expenditure, procurement and financial accountability. It was
established as a partnership between the World Bank, the European Commission, the
UK's Department for International Development, the Swiss State Secretariat for
Economic Affairs, the French Ministry of Foreign Affairs, the Royal Norwegian

Ministry of Foreign Affairs, and the

Department. Furthermore, the Strategic Partnership with Africa was represented in the
PEFA partnership during the initial phase.

2. Through its focus on harmonization and alignment, the PEFA program
contributes to the international agenda on improving aid effectiveness T as reflected in

the programdébs O6Strengthened Approach

components:

1 A country-led agenda - a country led PFM reform strategy and action plan

1 A coordinated program of support- an integrated, multi-year program of
PFM work that supports and is
strategy and is coordinated among the supporting donor agencies and
finance institutions.

1 A shared information pool 7 a framework for measuring results that
provides consistent information on country PFM performance, including
progress over time.

3. The PEFA PFM Performance Measurement Framework was developed as a
tool for providing the shared pool of information as part of the Strengthened
Approach. The final and official version of the PEFA PFM Performance

Measur ement Framework (in the foll owi

launched in June 2005. The objectives of the Framework are to:

9 Provide reliable information on the performance of PFM systems,
processes and institutions over time;

1 Contribute to the government reform process by determining the extent to
which reforms are yielding improved performance and by increasing the
ability to identify and learn from reform success;

1 Facilitate harmonization of the dialogue on PFM performance, reform
needs and donor support between government and donors around a
common PFM performance assessment and therefore contribute to reduce
transaction costs for partner governments.

4. The Program implementation has been undertaken through three phases
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1 Phase | (December 2001i March 2006) focused on identification
and development of a consensus about the most appropriate way
forward  (Strengthened Approach and PEFA  Performance
Measurement Framework) and the preliminary introduction of this at
the country level. An independent evaluation of the Program was
undertaken in 2004 by a team of three consultants. A major break-
t hrough was t he Pr ogr a rarfosnancd
Measurement Framework in 2005.

1 Phase II: April 2006 i September 2008focused on monitoring and
supporting the application of the PEFA Framework to facilitate
consistency, credibility and sharing of good practices. In preparation
for Phase 11l of the Program, an Impact Assessment Study was carried
out in 2007 focusing on the early impact of the roll-out of this
instrument.

1 Phase Ill (Ongoing since October 2008vith completion planned for
December 2011) continues to focus on the PEFA Framework, whilst
recognizing the desire for analyzing how PEFA assessments may
support the Strengthened Approach goals, by building on the
experience and expertise developed during its first two phases and
lessons to emerge as the number of repeated assessments increase. The
Project Document for Phase Ill presents a Performance Framework

t hat sets out the programdés devel

expected results as at 2010/11 along with the anticipated outputs,
inputs and financial resources for Phase IlI.

5. The Project Document for Phase Il calls for an independent program
evaluation to be conducted by the end of 20143 well as i and possibly combined

withian updated assessment of the i mpact

global objectives of the development and use of the PEFA Performance Measurement
Framework.

Objectives of the Evaluation

6. The program evaluation and the related impact assessment will be needed by
the PEFA partners to establish the relevance, effectiveness, efficiency and
sustainability of the Program as at end of 2010 and provide a basis to decide on any
continuation of the Program beyond 2011, including recommendations for the
direction and objectives of the Program during such a possible continuation, or
options for mainstreaming of its operations in case it is recommended to phase out the
Program.

Scope and methodology

7. The evaluation will take the 2004 Evaluation Report as a starting point and
focus on the Programbés operations a
the analysis to the original rationale for establishing the Program, its founding
objectives and the decisions taken during that early stage for the development and
operation of the Program.

8. The evaluation will involve two key steps
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A. Assess the PEFA program against the seven core questions noted below as
well as the objectives and targets established for each program phase.
B. Develop options for the future of the Program.

9. The evaluation will address the following evaluation questions

I. Relevancei To what extent has the Program been consistent with the
overall development strategy and policy priorities of the principal
stakehol der s, including the Pro
this agenda, taking into account the broader donor harmonization
environment and aid effectiveness agenda?

Il. Effectivenessi To what extent have the outputs delivered by the Program
met the overall Program objectives articulated at approval, including the
extent to which the Program has made a difference?

I1l. Efficiency i To what extent has the Pr
commensurate with the inputs and resources provided?

IV. Sustainabilityi To what extent is the Program technically and financially
sustainable, including the likelihood that Program benefits and results will
be maintained and mainstreamed within the partner institutions and other
donor agencies?

V. Institutional Development Impact- To what extent has the Program
contributed to improvements in approaches to PFM work that enables
partner countries to more effectively manage available financial resources?

VI. Governance of the Program- How effective have the arrangements
employed for implementation been, including the role of the Steering
Committee and the Secretariat as well as the relationship with the OECD-
DAC Joint Venture/Task Force on PFM, the Public Expenditure Working
Group, other donor agencies individually and partner governments?

VIIl. Process and Implementation To what extent has the Program worked as
planned, or, if not, what barriers were encountered and how were they
overcome, including the extent to which the Trust Fund covenants have been
met?

10. In responding to these 7 Core Evaluation Questions, evaluators should take
into account the global objectives and expected results of the Program as set out in
project documents, most recently in the project document for Phase 11, to establish to
what extent they have been reached and any important exogenous or contextual
factors that have affected implementation or effectiveness of the Program.

11.  To arrive at an objective and fair assessment of the Program, the evaluation
team should take into consideration:

a) The perspectives of the PEFA partner organizations, broadly across all
relevant units/networks.

b) The perspectives of other stakeholders, notably partner governments and
OECD-DAC members, but also other interested parties such as researchers,
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professional institutions, civil society organizations and private sector
consultants®.

The evaluation may draw on a range of completed or ongoing analytical work,
including:

Evaluation of the PEFA Program 2004 (final report June 2004)

PEFA Impact Assessment 2007 (final report June 2008)

Completed PEFA Monitoring Reports 2006, 2007 and 2009
Analysis of the European Commi ssiona
Support Countries 2007/08

1 Surveys on Use and Quality Assurance of PEFA assessments (June
2010)

PEFA Monitoring Report planned for preparation in 2010/11%°

Study on Stocktaking of PFM Diagnostics (planned completion
January 2011)*

The Paris Declaration Monitoring Surveys 2006 and 2008

Possible initial findings by the multi-donor Evaluation of Support to
PFM Reform

= =4 =4 -4

= =

E

12.  The optionsfor the future of the Program should consider:

1 The rationale for continuation the Program as a project or as
mainstreamed into the partner institutions following a phasing out of
the Program;

1 Measures for strengthening the sustainability and impact of the
Program;

1 Options for the future focus of the Program, and the main issues to
address in a new phase, pros and cons highlighted for each scenario;

1 Lessons to be drawn for implementation of any future phase.

Expected deliverables

13. Inception Report i which shall discuss the existing material available to the
evaluation team at the onset of the assignment, coordination with inputs from other
processes/studies as well as any methodological issues and the identification of
potential informants at headquarters and country level. The Inception Report will
serve as the basis for refining the methodology and firming up the timeframe for
completion of the assignment up to Draft Report submission.

% The evaluation will need to consider the sharing and publication of PEFA assessment reports and the
PEFA programds o wn uiglefar engagement sf somesof trese gakel®lidee g
groups.

% The report will focus on the frequency of repeat assessments and their effectiveness in tracking
changes in PFM systems performance over time.

% A final draft report for phase 1 of this study will be completed in September 2010. Phase 2 of the
study will constitute a series of country case studies as a follow up to the PEFA Impact Assessment
2007 with a draft report scheduled for December 2010.
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14. Draft Report Twhich will comprise the main analysis i drawing on all
relevant previous and parallel studies i the evaluation findings and the options for the
future of the program

15. Final Report i the Final Report will constitute a revised version of the Draft
Report, addressing the comments received from the PEFA Steering Committee and be
completed within 30 days of receiving such comments.

Reporting
16.  The evaluation team will comprise one team leader and one team member.

17.  The team will report directly to the Steering Committee on all matters
regarding the content of the TOR. The Steering Committee has identified SECO
Switzerland and IMF Fiscal Affairs Department to jointly undertake liaison with the
consulting team. The Secretariat will support the consultants with access to
documents, data etc. through the Head of the PEFA Secretariat and deal with the day-
to-day administration of the contract.

18.  Deliverables shall be submitted - through SECO/FAD - to the PEFA Steering
Committee, which includes the seven partner organizations and the Secretariat. The
Steering Committee will review the deliverables and comment on them to the
evaluation team through SECO/FAD.

19.  The evaluation team will be expected to present its findings to the PEFA
Steering Committee at a video-conference to be scheduled in April following Steering
Committee comments on the draft report.

Timeframe

20. It is estimated that 35 person days will be required for the expert and 45 for
the team leader, including review of documentation, development of the evaluation
framework, interviews, presentation of results, report writing and integration of
comments.

21.  The proposed time table is presented below:

Concept Note i draft presented to SC June 117, 2010

Written comments on the draft CN by SC members July 15", 2010

Final draft CN and TOR for evaluation team circulated to | August o™ 2010
SC

CN and TOR approved by SC September 30", 2010
Recruitment of evaluation team October 2010
Commencement of evaluation study November 1%, 2010
Inception Report submitted to SC December 1%, 2010
SC comments on Inception Report January 15", 2011
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Field work January-February 2011
Draft report submitted to the SC March 15", 2011
Comments by the SC members April 15" 2011

Video-conference presentation and discussion of | April 30™ 2011
evaluation findings and options for the future

Final Report issued May 15" 2011

Steering Committee meeting to decide future of the | June 2011
Program

Expertise needed
22. It is expected that the evaluation team would provide the following expertise:

9 Aid effectiveness at the global level.

1 Public financial management and accountability issues, preferably
covering countries of varying administrative heritage and partner countries
at different stages of development (LICs, MICs and HICs).

1 Governance and institutional development

1 Donor coordination/harmonization at the country level

 Project management

23. None of the experts should have been previously employed or contracted by
the PEFA program except in connection with earlier program evaluation.

24.  The PEFA Secretariat will support the evaluation team with any relevant
information it may possess and with access to video-conference facilities at the World
Bank offices to the extent needed and feasible. Most documentation is available in
English but a range of material regarding country level operations will be available
only in French or Spanish.
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Annex Two: Historical Background — Evolution of the PEFA
Programme

178.  The PEFA programme is currently in its third phase. The first phase, which ran from
December 2001 through to March 2006 can be seen as focused on the establishment of
the Programme and the development of a standardised assessment framework and
approach to PFM diagnostic work in partner countries. The second Phase which ran from
April 2006 through to September 2008, represented a period of consolidation and
refinement, primarily focused on monitoring and supporting the implementation of the
PFM Performance Measurement Framework in its early phases to ensure consistency,
credibility and sharing of good practices. The focus of Phase III has broadened
considerably and shifted upwards within the Intervention Logic, addressing more explicitly
the promotion of the concept of a strengthened approach to supporting PFM reform.
Thus, Phase III has concentrated on ensuring the quality of implementation of the
Framework and increasing the effectiveness of PEFA in support of higher order
developmental goals. Below we describe the evolution of the Programme across these

phases and identify the specific achievements and shortcomings of Phases I and II.

179.  The reflections here are based on key PEFA evaluation and review documents,
including the 2004 PEFA Programme Evaluation, the 2007 Assessment of Impact, the
2006, 2007 and 2009 monitoring reports and the annual PEFA Programme
implementation reports covering 2006, 2007, 2008 and 2009. Much of the material was

previously included in the Evaluation Inception Report (December 2010).

First phase: 2001 to 2006
180. The PEFA programme was set up, in December 2001, by the World Bank, the EC, DFID

and NORAD (the Royal Norwegian Ministry of Foreign Affairs), who at that time also
represented the Strategic Partnership for Africa. The original core idea for the programme
was to help coordinate the separate diagnostic work being undertaken on Public Finance
Management (PFM) by different development agencies. The aim was to fill the gaps,
reduce the overlaps, reduce the transaction costs for donors and partner countries and
improve the linkage to the development of country-driven PFM reform strategies and

donor support for improved PFM. (See Box 1.)

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |110



Evaluation of PEFA Programme 2002010: Final Report 2010

181. In mid-2003, the Swiss State Secretariat for Economic Affairs (SECO) and the French
Ministry of Foreign Affairs joined the PEFA programme; the IMF Fiscal Affairs Department
had attended as an observer from the inception of the programme and these together
wi t h t he original initiating agenci e slhe
programme was set up with a Steering Committee comprising the PEFA partners and a
Secretariat, initially consisting of seconded professional staff from the partners, which was
hosted & but not managed - by the World Bank and funded through various trust fund

arrangements between the partners and the World Bank.

Problems in country-level PFM work that led to launch of PEFA initiative

came

At the time of the establishment of PEFA there was a general consensus that the existing approaches to
the analysis of public expenditure and financial accountability were poorly coordinated. Instruments
were seen to be overlapping, resulting in excessive transaction costs for partner countries. On the other
hand, existing instruments had several gaps i areas important to an overall PFM system that were not
tested. There was support for the view that the existing assessments were not owned by the partner
country governments and therefore did not result in prioritised recommendations informed by
government constraints and opportunities. The sense too was that existing approaches were variable in
their content and quality and did not allow consistent judgement to be made on the progress in PFM
reforms over time, nor data to assist in analysis of PFM weaknesses and progress across countries.

Source: Foster et al, 2004, p 25

182.  The first phase of the programme ran from December 2001 to March 2006. Its
objectives evolved over this period and, according to the 2004 Evaluation Report, early
documentation of the programme reflects some differences in emphasis between
different PEFA Partners and between separate constituencies within the PEFA Partner
agencies. While the purpose of the programme was relatively clear 8 the development of
an integrated, harmonised and country-led approach to PFM diagnosis through the
preparation and dissemination of a standard set of performance indicators for public
financial management, the reasons why individual agencies committed themselves to the
process differed. Some, like the EU, wanted to see annual assessments of fiduciary risk
linked to benchmarks for monitoring progress. Others, such as France, Switzerland and
Norway, emphasised government PFM reform and reduced transaction costs rather than

the role of external assessments by and for donors (Foster et al, 2004, p 6).
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183.

184.

185.

The 2004 Evaluation Report & drawing on inputs from the PEFA Secretariat -- first

made explicit a structured set of goals, purpose and activities marrying the tension

between the implicit country and donor-centred purposes of the programme. It

formulated the goal of the programme as:

0é.

. S U pr)ptoer develdpriemt and implementation of recipient government and

development agency approaches to diagnosis and reform of the public expenditure,

procurement and financial management system, which:

(i)

(ii)

(iii)
(iv)

Reduce the transaction costs to countries, particularlythose arising from
diagnostic assessments undertaken by development agencies;

Better meet the developmental objectives and circumstances of the government
and are governmentled, while also addressing the fiduciary requirements of
development agencies;

Improve harmonisation between and within development agencies;

Lead to i mproved i mpac(Foster étalr2e0#, p30ms . 0

The achievement of these First Phase objectives was supported by an evolving array

of activities, as the programme matured. While initially the programme had to build

relationships and consensus among the PEFA partners, the focus soon shifted into

research and developmental activities and a broader range of relationship building

functions, including notably:

> > > >

5):

Development, piloting and refinement of a comprehensive set of standard diagnostic

tools;

Support to institutional change regarding the management and coordination of PFM

assessments at country level;

Consultation and relationship-building with other key fora such as the OECD DAC;

Support for country-level activities;

Monitoring and reporting on the results of PEFA-oriented work; and

Dissemination of the PEFA approach through workshops, conferences and the PEFA

website.

By the end of Phase I the programme was reported to have achieved (PEFA, 2008, p
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A Improved understanding and collaboration between the PEFA partners on the PFM
agenda;

A Support for the development of a strengthened approach to supporting PFM reform,
which emphasised country-leadership of the reform agenda;

A The development of a finalised and agreed PFM Performance Measurement
Framework;

A Monitoring and support for the application of the framework through the provision of
technical guidance, the peer review of plans and draft reports on demand, training
events and training materials and review of the early applications of the finalised
Framework;
Support for country activities in 15 countries;
Strong collaboration and buy-in from the wider donor community for the work of the
programme, principally through collaboration with the OECD-DAC Joint Venture on
PFM;

A Initial work on capacity development, sequencing, institutional and change

management dimensions of PFM reforms.

186. A key factor in the success of Phase |
PFM diagnostics and support. The placement of the PEFA programme in the World Bank
was opportune, despite initial misgivings by the World Bank regarding institutional
responsibility for a PFM programme which it did not directly manage (this responsibility
was that of the Steering Committee). In 2003 the Public Expenditure Working Group was
established within the IMF and the World Bank. It had a vision of a new approach to
partner country PFM systems, including the use of a standardised, integrated assessment
with common indicators (instead of separate overlapping instruments) and the promotion
of government-owned PFM programmes. The PEFA programme provided effective
support to the work of the new group, developing the performance indicators and
examples of standardised assessments. In turn, the eventual endorsement of the PEFA
approach by the IMF and the World Bank provided impetus to its acceptance by the other
PEFA partners and the wider donor community, and its implementation at country level

(Foster et al, 2004, p32).

Second phase: 2006 to 2008
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187. If the first phase of the PEFA programme can be seen as a period of relationship
building and development, the second phase of the programme, which ran from April
2006 through to September 2008, represents a period of consolidation and refinement,
primarily focused on monitoring and supporting the implementation of the PFM
Performance Measurement Framework in its early phases to ensure consistency, credibility

and sharing of good practices.

188.  Phase II comprised the establishment of systematic arrangements to monitor and
evaluate the application of the PEFA Framework, for example the regular preparation of
monitoring reports. Technical quality reviews were also institutionalised, with 75% of all
PEFA reports in this period reviewed by the Secretariat. Overall the Secretariat acted as a
central reference point for teams undertaking assessments, regularly providing support on
request and issuing clarifications as required. The Secretariat also built on the
dissemination and training base established in Phase I, continuing to disseminate the
PEFA approach and framework, to train users of the Framework, and issuing notes on

good practices for planning and implementing assessments.

189. By the end of the second phase, awareness of the PEFA framework and its utilisation
was increasing rapidly, but was not yet universal. While increasing numbers of low-income
countries were undertaking assessments, far fewer middle and high income countries had
done so by the end of Phase II. By May 2008 more than 80 countries had undertaken
assessments, indicating rapid expansion of its implementation since finalisation in June
2005. However, concerns were noted in the documentation of the time about the quality
and dissemination of results, the degree of country ownership and the extent of use of
the assessments in guiding PFM reform programmes (PEFA, 2008, p 5). At the time, there
was also still very limited experience of using the framework for tracking country PFM

performance over time.

Third Phae 2008 to 2011

190.  The Phase III programme is built around the concept of a strengthened approach to
supporting PFM reform. The PEFA Performance Measurement Framework & the
monitoring and support of which was the focus of the Phase II programme 8 is subsumed
in the third phase as a constituent part of a broader agenda. This agenda & the
strengthened approach 8 broadens the focus away from support for the PEFA instrument

as such, re-emphasising the achievement of the higher order goals of Phase I, namely
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country ownership of a plan for PFM Reform and coordinated donor support for the

Reform plan, supplemented by the notion of the creation of a common information pool.

Figure 1 in the main report sets out the intervention logic of Phase III of the PEFA Programme.
The Development Goal pursued by the programme is the improvement of country PFM
systems through enhanced country ownership of PFM reforms, improved alignment/
coordination of donor support to country PFM reform programmes, and the creation of a
common information pool. Overall, the focus is firmly on the demand side but not just
demand for simple PEFA assessments: Phase III seeks to promote demand for the full
ramifications of the PEFA process. It seeks stronger ownership by governments of the PEFA
assessment process and the subsequent reform design, a wider buy-in by donors into the
0Strengthened Approachdé and a wider engagement of
PEFA assessments and in their subsequent use. It is also actively seeking to expand coverage
of PEFA assessments to all LICs, as well as to most MICs and some HICs. These are significantly

more ambitious targets than those established for earlier Phases.
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Annex Three: Country Visit Reports

BENIN

a) Background to the most recent PEFA assessments
The only PEFA evaluation of Benin was finalized in September 2007. The exercise was carried
out by a team of three (3) independent consultants and financed by the European Union. Both
Government and development partners interacted with the PEFA team of assessors and
provided most of the data needed for the exercise. The Chamber of Commerce and Industry
was also contacted by the assessors and presented the point of view of the private sector on
Government public finance practices. The final version of the PEFA report for Benin
(September 2007) was made public after the exercise and is available on the web site of the

PEFA Secretariat.

b) Perceptions of the quality of the PEFA analysis and reporting
Both Government and development partners were very happy with the quality of the PEFA
evaluation as well as with the quality of assessors. The PEFA methodology was well presented
in an initial two-day workshop at the very beginning of the field trip. In addition there was a
very good interaction between the team of assessors and the Government as well as between

the team and development partners involved.

c) Perceptions of the quality of management/ dissemination
arrangements
There was formally no specific Steering Committee set up for the management of the
evaluation but the process was carried out smoothly and all stakeholders participated in the
evaluation process (Government, development partners, representatives of civil society and
parliament). The CSPRES (Cellule de Suivi des Programmes de Réformes Economiques
Structurelleg, a unit reporting directly to the Minister of Economy and Finance was the focal
point of the exercise and helped the team with all the logistics of the meetings. The draft
report was reviewed by all the directorates and other Government entities who had
participated in the exercise, by the PEFA Secretariat and by the development partners. The
development partners have reiterated the very good quality for the management of the
evaluation as well as for the dissemination of the report within the Government itself and

among the development partners. Civil society organizations such as the Chamber of
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Commerce and Industry have not officially received the report but they were able to access it

on line.

d) Current and planned use of the PEFA assessment by Government
The PEFA report was analyzed in detail by working groups representing all key public sector
entities having participated in the exercise. Then several tables where prepared based on the
PEFA indicators. These tables were used for the elaboration of an Action Plan for PFM reforms
for the period 2009-2013 in a process, which involved development partners as well. The
Action Plan includes a chapter (I) where all the results of the 2007 PEFA evaluation are
presented and analyzed and 16 dimensions for the reforms. Each of the latter is presented in a
table with the objective (s) for each dimension, the actions foreseen, the entities in charge, the
costs of the actions, progress indicators, etc. Overall the Action Plan for PFM reforms in Benin

relies very much on the 2007 PEFA evaluation.

Quarterly progress reports elaborated by the Management Unit of the Reforms (Unité de

Gestion de la Réformgrefer to the PEFA diagnostic to assess progress.

e) Current and planned use of the PEFA framework by DPs
Between 2008 and 2010, the results of the PEFA evaluation were widely used by virtually all
development partners in a way or in another. The EU considered the exercise very useful as a
benchmark for the elaboration of the annual PFM monitoring report. In addition, as the leader
(chef de file of the GFP Group, it was noticed that the evaluation has greatly facilitated the
communications between development partners of this group Moreover it was noticed that
the evaluation has also contributed to a better interaction between the development partners

and the Government.

Regarding the specific use of the PEFA results, other development partners such as the
French, the Belgian and the Dutch cooperation as well as the African Development Bank have
constantly and closely refer to the evaluation for their work. For other partners such as UNDP,
the World Bank and the IMF the PEFA evaluation was perceived as useful and was referred to

when needed.

At the time of this study (April 2011) it appeared though that the results of the 2007 PEFA
were less and less relevant for PFM work by the development partners because they were no

longer reflecting the real status of PFM performance in the country. In this context and to find

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |117



Evaluation of PEFA Programme 2002010: Final Report 2010

out more about the status of PFM the EU had financed an evaluation work for PFM system
(not using the PEFA methodology) though. It seems also that a PEFA RA will be carried out in
2012.

f)  Current/ planned use of the PEFA framework by Civil Society &

Parliament

Although both representatives of civil society and Parliament interacted with the PEFA team

during the assessment there was no subsequent use of the results by them.

g) Key Factors determining the level of adoption of the PEFA
framework

The first (2007) PEFA was not an initiative of the country but essentially a EU supported
initiative (other development partners supported the evaluation as well). The country accepted
to carry out the exercise as a result of the EU initiative and not because the exercise was
perceived as something useful for the country. In 2007 and prior to the initial workshop, there
was no clear knowledge within the Government of what the PEFA really was and what it could
be used for. However once the exercise was finalised it became clear to the Government that
the results were going to be a reference for the reforms. The Government decided therefore
to elaborate a new «PEFA» action plan (refer to d above), which made no reference to the

. . 31
existing document for reforms™.

h) Key References & List of contacts
References

- République du Bénin Cadre de Réformes de la Gestion budgétaire axée sur les résultats
adopté par Décret N° 2005789 du 29 décembre 2005 ;

- Bénin, Rapport PEFA par Ali Archour, Sandrine Brignonen et Michel Zounpdinal
version septembre 2007 www.pefa.org ;

- R®publique du B®nin, Minist rRl ar d&dAXctoinommd ep eL
| 3Am®l i oration de | a Gest i2018) adik2809;Fi nances Publ i

81 Cadre de Réformes de la Gestion budgétaire axéesles résultats drafted by the Ministry of
Finance in 2005 without any support by development partners..
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- Minist re de | 6£conomie et ld@&sionéesRefarcee s ( MEF) ,
(UGR), PI an ddActi on pour | Am®l i orati on de | a G
Communication par Maurice Adjahi, Cordonnateur de UGR, 31 ao(t 2009 ;

- Minist re de I 6£conomie et des Finances ( MEF),
(UGR), Rapport sur | 6ex®cution des actions inscrite
du syteme de gestion des finances publiques a fin décembre 2009

- R®publigqgue du B®ni n, Mi ni st r Premiee relué lesonomi e e
Réformesdesiances Publ i ques, ,P5reolpjeih20Dd Ai de M®moi r e

Contacts

Ministry of Economy and Finance

ADJAHI Di eudonn® Mauri ce, Coordonnateur de [ dunit®
Systeme de Gestion des Finances Publiques ;

ATTAKWY Marius, Procurement specialist, Unité de Gestion de la Réforme du Systéme de
Gestion des Finances Publiques ;

MEHOU Gabin, Specialist in expenditure chain, Unité de Gestion de la Réforme du Systéme
de Gestion des Finances Publiques ;

SOSSA Julien, Revenue specialist, Unité de Gestion de la Réforme du Systéme de Gestion
des Finances Publiques ;

TABA Kassim, Control specialist, Unité de Gestion de la Réforme du Systéme de Gestion
des Finances Publiques ;

DAHOUN Dieudonné Bléossi, Coordonnateur des réformes budgétaires et financiéres en
2007 ;

LOKPE Nicolas, ancien directeur de la préparation du budget (actuellement a la retraite) ;

Court of Account (Chambre des comptes)
AKAKPO Maxime, Counsellor;
VERA CRUZ Jean George, Counsellor;

Parliament (Assemblée)
TOMEHOQO Ray, Directeur de la Questure ;

Delegation of the European Union in Cotonou
COUPLEUX Olivier, Section chief economy and trade
DOSSOU Charles, Programme officer;

PIDAULT Patrick, technical assistant;

PIERLOZ Sandrine, Programme officer;

EU Consultants
ACHOUR Ali, Senior expert in PFM, team leader for the 2007 PEFA,
MOINDZE Mohammed, Senior expert in PFM;

German Aid
BADOLO Loussir, Counsellor KfW;
MOHNS Sara, Project officer GIZ;

Netherland Embassy
QUENUM David, Macro economist
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Swiss Cooperation
VIRCHAUX Jean Luc, Resident Director ;
DADJO Eric Johan, Chargé de Programmes ;

Civil Society
SOUROU William, Directeur des affaires financieres (DAF), Chambre de Commerce et de
| 8l ndustrie ;du B®nin (CCIl B)

Document prepared by:
Giovanni Caprio
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ASSESSMENT OF EXTENT OF ADOPTION OF PEFA FRAMEWORK
COUNTRY STUDY: BRAZIL

SUB NATIONAL PEFAs - STATE LEVEL

There are four state-level PEFA studies in Brazil, one each for: Ceara, Distrito Federal, Minas
Gerais and Pernambuco. T h e Status onh Applicetions af PEA
Performance Measur edngpdated t& BlaMeectwv @01k 6 as substantially
completed, but not yet made public.

These studies were commissioned by the World Bank (WB) between 2007 and 2008 and were
prepared by private consultants. The completed draft reports were available early in 2009. No
other donor agencies participated in the process. Peer review was provided by the PEFA
Secretariat and internally within the WB.

Publication and dissemination of the reports has been restricted, although one of the studies
can be found on the internet (Distrito Federal).

All four PEFA assessments were undertaken to include PFM reform actions to existing public
sector management SWAPs financed through WB loans. Information on PFM systems was
deficient and its performance was deemed to have structural weaknesses, particularly in areas
such as procurement.

A plan of action for PFM reform was prepared on the basis of the findings and
recommendations from the PEFA studies. A strong package of technical assistance has been
also put together by the WB to support implementation of extended SWAPs.

Commitment to these plans of action varies amongst the four states, but all are addressing
PFM issues as part of the programme to strengthen and modernize their public sector
management systems. Important areas of reform are: tax collection, internal audit and
procurement.

There seems to be no direct link between the state level PEFAs and the request to prepare a
national level assessment.

NATIONAL PEFAs i FEDERAL LEVEL

The PEFA Study was undertaken in April 2009 and the final report presented in December
2009. The final report is published and available in www.pefa.org, although there is the
perception that the dissemination efforts inside Brazil were not sufficiently robust. Apparently,
the PEFA is still not sufficiently well known outside a relatively small circle of national
authorities close to the assessment.

The study was commissioned by the Brazilian Government, through the Ministry of Planning,
Budget and Management, to provide international recognition for the existing process of
reform and, in parallel, to define measures to improve the efficiency of investment planning
and management. Brazilian ownership of the exercise was strong.
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The PEFA (plus) study was carried out by the WB, with limited support from other donor
agencies. The quality of the report is renowned, as are the main results (17 As). Peer review
was carried out by the PEFA Secretariat and internally within the WB.

The scope for PFM reform in Brazil was substantially reduced by the sound performance of
the systems under review during the PEFA assessment. Two areas stand out, however, for
significant reform opportunities: external control and legislative scrutiny of budget reports.

The PEFA diagnostic was positively embraced by the Supreme Audit Institution (Tribunal de
Contas de Uniao - TCU) of Brazil, considering that their own assessment of strengths and
weaknesses of the control mechanisms of the Brazilian Government coincided with that of the
PEFA evaluation. The TCU was highly appreciative of the PEFA report. Also, they have received
IDF resources from the WB to put together and implement a reform programme to improve
external and internal audit mechanisms in a wide-ranging set of institutions.

The Brazilian National Congress has not been so forthcoming. They appear to have received
little information regarding the PEFA study and its conclusions regarding scrutiny of budget
reports. No actions have been taken, consequently, to strengthen this area of PFM.

References
Brazil: Federal Public Financial Management Performance based on the PEFA Methodology,
PEFA Secretariat, Washington DC, USA

Distrito Federal: Public Expenditure _and Financial Accountability Assessment - Public
Financial Management Performance Report, Brasilia, Brazil

Status on applications of PEFA Performance Measurement Framework - update by the PEFA
Secretariat as of March 31, 2011 i World Bank, Washington DC, USA.

List of persons interviewed

Cunningham, Regis, Senior Financial Management Coordinator, World Bank, Brasilia,
Brazil.

De Alburquerque Wanderley, Mauricio, Secretary General, Tribunal de Contas de Uniao
(Supreme Audit Institution), Brasilia, Brazil.

Kizito, Joseph, Senior Financial Management Specialist, World Bank, Washington DC, USA.
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Country studies to assess extent of adoption of PEFA

Framework
BURKINA FASO (and Ouagadougou)

a) Background to the most recent PEFA assessments
A first PEFA assessment financed by the EU was finalised in Burkina Faso in April 2007 and is
publicly available. A repeat assessment using the same approach was carried out last year
(May 2010) by basically the same team of consultants of the first PEFA. The repeat assessment
was financed by the Government and supervised by a management structure put together by
the Government itself. It is not yet publicly available for technical reasons but its publication

was allowed by the Minister of Finance.

In addition to the above-mentioned 2 PEFA assessments, an evaluation of municipal finances
of the city of Ouagadougou using the PEFA methodology and financed by the World
Bank/PPIAF was carried out in the first half of 2010. The report is publicly available.

b) Perceptions of the quality of the PEFA analysis and reporting
Overall the Government was extremely pleased with the quality of the PEFA evaluation. The
two members of the PEFA team for the 2010 evaluation were the same that carried out the
previous PEFA evaluation. The PEFA team knew the local context for having carried out the
previous PEFA assessment. In addition it had an excellent knowledge of the methodology and
long experience in PEFA assessments (Madagascar 2x, Democratic Republic of Congo, etc).
Moreover the team managed to create an extremely productive interaction with the
stakeholders, particularly with the steering committee and with the committee of counterparts

in charge of supervising the implementation of the PEFA exercise (see below c.).
Overall both Government and donors were very pleased with the work carried out.

The PEFA of Ouagadougou was considered to be also an excellent exercise. Its results have

been analyzed and are used now for the implementation of PFM reforms

c) Perceptions of the quality of management/ dissemination
arrangements

Central Government
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For the last PEFA evaluation (2010) a steering committee (comité de pilotage) and a group of
counterparts (group doéhomol ogues) %ﬁté’hﬁeesteesingt ablished
committee in charge of supervising the PEFA evaluation (and quality control) was chaired by
the General Secretary of the Ministry and included virtually all the heads of entities involved in
the evaluation (Budget, Treasury, Customs, Tax Office) and representatives of the SAIL
representatives of civil society and university, and two representatives of the donors (lead
donors in budget support and PFM reforms). The group of counterparts in charge of
facilitating the implementation of the evaluation (and of quality control as well) was chaired
by the General Director of Public Procurement included more technical staff such as the
director in charge of PFM reforms, the director in charge of statistics and studies at the
budget directorate of the ministry of finance and one representative of the lead donor

involved in PFM reforms.

It should be noted that the management structure for the PEFA evaluation (2010) was put
together by the Government itself under its initiative and that this Government structure
represented the driving force of the evaluation. The donors were involved during the process

but all together played a secondary role in the evaluation process.

The quality assurance process was insured by both the steering committee and the group of
counterparts. It worked out very well. In this context all the entities involved in the exercise
and some of the donors reviewed the draft report provided input and comments that were
incorporated in the final version of the report. The PEFA Secretariat reviewed both the initial
Tor and the draft version of the report. In addition initial and final workshops were organized
to present the methodology and the initial results respectively. They were attended by staff
from the entities involved in the exercise, SAI, Parliament, representatives of donors and civil

society.

The report is public in the sense that the Minister of Finance has long ago authorized its
publication on the web site of the Ministry of Economy and Finance (MEF). In practice this has
not yet occurred for technical reasons in the sense that the web site of the MEF is being
upgraded and has been only partially operational for the last months. The report should be

publicly accessible shortly either through the web site of the budget (different from the one of

32 Arrété no 2010-17/MEF/CAB/SP-PPF (January 19, 2010) portant création, attributions,
composition, organisation et fonctionnement du Comité de suivi de | 6 ®val uation d
systéme de gestion des finances publiques par la méthodologie PEFA (CSE/PEFA)
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the MEF or through the PEFA Secretariat web site)”. In any case the report was actively
disseminated within the Government itself, with entities such as the SAI the Assembly, the

donors and representatives of civil society.

Ouagadougou

For the PEFA of Ouagadougou (2010) a committee (comité de suivi) was established by
municipal decree®. The committee in charge of monitoring the PEFA evaluation (and quality
control) was chaired by the 2™ deputy Mayor and included members of Treasury, Financial
Control, Tax Office, ministry of territorial administration and decentralization, ministry of
finance, municipal public procurement, Financial and Budget Directorate) and representatives
of the Agence Frangaise de DéveloppementAFD) and the World Bank. The PEFA report is

publicly accessible on the web site of the municipality,

d) Current and planned use of the PEFA assessment by Government

Central Government

One of the tasks foreseen by the Government steering committee for the PEFA evaluation was
to utilize the results of the evaluation in order to elaborate a proposal for an Action Plan for
the improvement of the overall PFM system35. In this context, once the PEFA report was
finalized, a matrix was elaborated where each indicator was linked to a specific reform (when
applicable) and corresponding measures to be undertaken. This matrix was finalized on
October 2010 after discussing it in details with the donors involved in PFM reforms (see e
below). It is now being used by the six (6) technical working groups in charge of implementing
the PFM reforms™. Each one of the six (6) groups includes a representative of the donor

community involved in PFM reforms.

Ouagadougou

* This was confirmed by both K. Traore and L.Zagré respectively from the Secrétariat
Permanent pour le Suivi des Politiques et Programmes financiers

3 Arrété no 2010-045 /CO/SG/DAFB (March 5, 2010) portant création, attributions,
composition et fonctionnement d@n Comité de suivi du systeme de gestion des finances
publiques communales par la méthodologie PEFA (CS/PEFA)

35 Article 4, 3

*® The technical working groups are the lowest level (3) in the management structure, which is
responsible to implement PFM reforms in Burkina Faso. The other two levels are the
steering committee (1) and the technical secretariat (2).
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The PEFA of Ougadougou was the main reference for the elaboration of a « PEFA Action Plan
» for reforms of municipal finances. The Action Plan was a municipal initiative and it was
entirely drafted by the financial staff of the municipality. It covers the period 2011-2013, and
includes six main areas (objectifs) of (costed) interventions directly related to the results of the
municipal PEFA evaluation®’. There is no bridge between the municipal action plan and the

one being implemented at the Central Government level.

e) Current and planned use of the PEFA framework by DPs
As far as PFM reforms for the Central Government are concerned as presented above there is
a strong interaction between the donors®& community
the donors are present in each technical group responsible for the implementation of the

reforms.

As far as the use of PEFA, the instrument itself is considered as the main reference (but not the
only one) of benchmarking the status of PFM by virtually all the donors. The EU has used and
uses the PEFA for annually reporting on PFM progress but has also to refer to the
implementation reports prepared by the technical groups. This is a more or less similar
situation for the Swiss Cooperation, for the Netherlands, Sweden and Denmark, for the African

Development Bank and for the UNDP.

In the case of the French cooperation, the PEFA has been the key reference for the analysis of
fiduciary risk linked to the use of country systems. The German Cooperation Agency (KfW)
refers to the PEFA to some extent as well whereas the World Bank considers the instrument as

useful but limited.

f)  Current/ planned use of the PEFA framework by Civil Society &

Parliament

No use of the PEFA framework has been made or is planned by Parliament. However, the
Centre doéinformati on, de f o(CIFO&R), manoonganedtiond®c®it udes sur

society with the objective of involving the Burkinabé population in the political dialogue on

*” The total cost of implementing the plan amounts to FCFA 377.2 million. 15% of the cost will
be financed by the resources of the municipality and the remaining by donors. From the
remaining FCFA 327.7 million, FCFA 20 millions are being provided by the Agence
Francaise de Développement (AFD).
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the budget, has considered the PEFA report as a key reference document and has

disseminated the results of the 2007 report on its web site.

g) Key Factors determining the level of adoption of the PEFA
framework

In Burkina Faso, the Government has been without doubt the driving force in adopting the

PEFA framework.

At the municipal level, the drafting of the action plan for reforms has been carried out

exclusively by the staff of the municipality.

h) Key References & List of contacts
References
- LINPICO (financement EU)- Mesure de la Performance de la Gestion des Finances
Publiques au Burkina Faso selon la méthodologie PEFAar Jean Mathis, Chef de

Projet, Mario Dehove et Ali Achour, avril 2007, available on line : www.finances.gov.bf

also www.cifoeb.org/spip.php?article35 ;

- Ministére des Finances et du Budget (MFB), Document de Stratégie de Renforcement
des Finances Publiques (SRFR)uagadougou, Burkina Faso, février 2007 available on

line : www.finances.gov.bf;

- Ministére des Finances et du Budget (MFB), Pl an Tri ennal doAction Sec
2009) de la Stratégie de Renforcement des Finances Publigues (SRFRP)agadougou,

Burkina Faso, mars 2007, available on line : www.finances.gov.bf ;

- Ministére des Finances et du Budget (MFB), Fiche de programmation Physique du
PAST (SRFP) (2008-2010) Ouagadougou, Burkina Faso, 2007 ;
- Ministére des Finances et du Budget (MFB), Fiche de programmation Physique du
PAST (SRFP) (2009-2011) Ouagadougou, Burkina Faso, 2008 ;
- Mesurede la Performance de la Gestion des Finances Publiques au Burkina Faso selon
la méthodologie PEFA,par les Professeurs Mario Dehoeve, Chef de Projet et Jean
Mathis, financement Gouvernement Burkinabé, mai 2010 ;
- Minist re de | 0Econo métaiat @ermandrg pourFe suigi dese s , Se
politiques et programmes financiers, PI an dd&dActi ons pour | 8Am®liora

des Finances Publiqug octobre 2010 ;
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- World Bank/PPIAF, Evaluation des Finances Municipales de la Ville de Ouagadougou

Rapport PER sur la Performance par Giovanni Caprio, Chef de Projet et Victor

Chomentowski, 2010, available on line : www.mairie-ouaga.bf;

- Commune de Ouagadougou, Secrétariat Général, Direction des Affaires Financieres et
Budgétaires (DAFB), Pl an déaction P2BIB)A de 2a0 Gofhmurfe2de 1 1

Ouagadougoy, février 2011 ;

- Centre doél nformation, de f o wwvacifoebooy et do®t udes

Contacts

Ministry of Finance

TRAORE Karim, Secrétaire Permanent pour le Suivi des Politiques et Programmes financiers

(SPPPF);

ZAGRE Léa, Directrice Suivi des Réformes, Secrétariat Permanent pour le Suivi des

Politiques et Programmes financiers ;

African Development Bank
DAYEN Tankio, Economiste sénior ;
DABIRE Jean Marie Vianney, Economiste sénior ;

Delegation of the European Union in OQuaga
BORCHARD Arnaud, Section Chief, Economy and Social sectors;

Embassy of Denmark
GUIGNA Gilbert, Programme Officer

Embassy of the Netherlands
WIERENGA, Dirk Jan, First Secretary ;

French Development Agency (AFD)
BARAT Christophe; Senior expert;

Kreditanstalt fuer Wiederaufbau (Germany)
KINDE Bakary, Promme Officer ;

Swedish International Development Agency (SIDA)
SANOU Abdoulaye, Programme Officer;

Swiss Cooperation
FAYET Philippe, Resident Representative ;
OUEADROGO Moise, Programme Officer ;

United Nation Development Program (UNDP)
SIRI Alain, Programme Officer;

World Bank
DIOP Mariam, Senior Economist;
KOLIE Ousmane, Senior Economist;

Parliament (Assemblée Nationale)
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NYAMOGO Paul, Directeur Général des Services Financiers et Comptables ;

Civil Society
QUEDRAOGO Zayouba, Senior expert in ClIlFOEB (Centre d
do®tudes sur | e budget)

Municipality of Ouagadougou

COMPAORE Simon, Maire ;

OULLA Paré Kadiatou, Receveur Municipal ;

QUOBA Sylvie, Administrateur des services financiers, chef service études et analyses
financiéres, Direction des Affaires Financieres et Budgétaires (DAFB);

SAWADOGO Ousmane, Chef service du budget, Direction des Affaires Financiéres et
Budgétaires (DAFB);

Document prepared by:
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ASSESSMENT OF EXTENT OF ADOPTION OF PEFA FRAMEWORK
COUNTRY STUDY: COSTA RICA

1. Background to PEFA Assessment

The first PEFA assessment exercise for Costa Rica took place between 7 June and 25
October 2010. A two weeks field trip to San José (7-18 June 2010) was followed by the
preparation of a draft report (10 August 2010) and the presentation of a final PEFA report (25
October 2005). Comments to the draft report were received from the Government of Costa
Rica, the PEFA Secretariat, the World Bank and the Inter-American Development Bank (IDB).

The PEFA assessment was commissioned by the IDB*, but strongly supported by the World
Bank (WB). The assessment was undertaken by five international consultants hired directly and
specifically for this purpose, four by the IDB: Giovanni Caprio (team leader), Esther Palacio,
Bruno Giussani and Juan Carlos Aguilar and one by the World Bank: Ulises Guardiola. All five
consultants participated in the Steering Committee for the assessment.

The Government of Costa Rica was fully engaged. The official counterpart was the Ministry of
Finance (Ministerio de Hacienda - MoF), with the Treasury as the focal point. The Treasurer,
himself, was generally available for consultation, to provide or grant access to important
information and to assist with the rescheduling of meetings. Also central to the exercise was
the supreme audit institution (Contraloria General de la Republica), which provided detailed
information about the functioning of the PFM system in Costa Rica.

All other relevant government institutions visited were accessible and open, including the
Legislature (Asamblea Nacional), other entities of the MoF and all line Ministries, autonomous
government agencies, sub-national governments and public enterprises. Contact with Civil
Society Organizations (CSO) was limited and reduced to the Chamber of Commerce and the
Economic Sciences Research Institute (IICE) of the University of Costa Rica®. This was also true
for other donor agencies, but mainly due to the fact that not many are active in the country.

The field mission started with a one-day seminar to which all stakeholders were invited. The
seminar was well attended during the whole event. The day after the seminar was utilised to
hold a group meeting with all MoF Directors, which was used by the government to explain
the peculiarities of the PFM system in Costa Rica. This meeting proved, in hindsight, very
usefultogener at e a common understanding of the

In depth interviews with government authorities and other stakeholders were organised in
situ, without much anticipation, but also without too much difficulty. Most interviews were
attended by the consultants and IDB and World Bank representatives.

The field mission finished with a visit to the Minister of Finance to present an initial
assessment of the exercise. The critical points raised in the assessment were well received.

The final report was received the Government of Costa Rica on 25 October 2010, but has not
yet been made public. Dissemination has also been restricted to the MoF, with other
institutions holding only unofficial copies of the report.

% The PEFA of Costa Rica was the first IDB led exercise in the region.

% The Economic Sciences Research Institute of the University of Costa Rica is a partner
institution for the International Budget Project and the Open Budget Index.
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2. Perceptions of the Quality of the PEFA Analysis and Reporting

Overall satisfaction with the team of consultants was high. The team was made up of five
international consultants with both, previous PEFA and regional experience. None had,
however, prior experience with Costa Rica.

The number of consultants was defined in the terms of reference (ToR) and was selected in
order to provide the exercise with as much expertise as possible. This resulted in a relatively
low allocation of performance indicators per member, which permitted a more focused and
detailed analysis to be undertaken. This is reflected in the quality of the report.

Al so, government officials were very compl
the complexities of the PFM system in Costa Rica.

Both the government and development partners are satisfied with the organization, structure
and materials utilized during the induction seminar. It was felt that the presentations were
clear, concise and sufficiently diytagive @ncrete
examples based on their prior experience with other PEFA exercises was particularly helpful to
participants. Also, the distribution of individual copies of the PEFA manual (green book)
proved very valuable as a reference tool and to aid a deeper understanding of the
methodology.

Ex-ante transmission of the scope of the evaluation and the limitations of the exercise was
also very useful, so as not to burden the assessment with undue expectations. The assurance
that the exercise was not an evaluation of individual performance went a long way to put
government officials at ease and be more open about the information required for the
assessment.

Despite invitations, there were no attendees from civil society organizations (CSO) at the
seminar. The general perception was that this was a government event and that participation
should be & somewhat 9 restricted. It may pay in the future to hold a second, independent
seminar, specifically directed at CSO to ensure their contribution and collaboration.

The lack of recommendations and international comparisons in the methodology was a
source of surprise to most participants.

3. Perceptions of the Quality of Management and Dissemination

The PEFA exercise in Costa Rica was led by the IDB in close coordination with the World
Bank. The local staff of the IDB office were instrumental in the preparation and organization of
the mission.

A Steering Committee was set up comprising government authorities (only MoF), staff from
the IDB and the WB and all five consultants. It was chaired by the Treasurer (MoF) & a senior
government official. The Steering Committee met twice, once at the beginning of the mission
and once at the end. The general perception is that these meetings were useful and that there
was no real need for more.

The first meeting of the steering committee was attended by all members and dealt with the
necessary introductions, the presentation of the methodology to government authorities, the
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organization of the induction seminar, the drawing of a preliminary schedule of institutions to
visit and officials to interview and an initial request for relevant documentation and data.

The second and final meeting was again attended by all members, but it was chaired by the
Minister of Finance. This meeting was used to present the preliminary results, define the next
steps and establish a schedule to present the draft PEFA report, receive comments and finalize
the report. There was general satisfaction with the way the mission had been conducted and
with the results presented.

In spite of the fact that the Steering Committee provided the government with a list of
government officials to interview, the bulk of this organization fell to the local IDB personnel.
It is true that all government officials made themselves readily available for interviews, but no
overall schedule was prepared by the government and consequently time was not efficiently
utilized.

A sub-committee of the Steering Committee comprising the consultants and IDB and World
Bank representatives met a number of times to discuss technical and methodological issues,
arising from the peculiar institutional arrangements in place in the country. These meetings
were also very useful to provide consistency to the analysis of performance indicators.

The peer review process was thorough. The draft report was circulated for comments to the
Government of Costa Rica, the PEFA Secretariat and PFM experts from the IDB and the World
Bank. Most comments received from all these institutions were insightful and relevant and
were introduced in the final report.

No ex postseminar was held presenting the results of the assessment. Also the final report has
not been disseminated internally, within the government, or externally, to the general public
(alas there is also no publication of the report). However, it is the intention of the government
to do so in the near future®. Contact with DPs has already been established for this purpose.

4. Current and planned use of the PEFA Assessment by Government

The government of Costa Rica has not formally reviewed and evaluated the results of the
PEFA assessment. It means to do so in the near future in order to reflect on the need to
design and introduce a general PFM reform programme.

However, there has been wide recognition by government authorities of the usefulness of the
exercise and the application of the PEFA methodology. In fact, it has been suggested that a
number of PFM areas have already been improved after discussions with the mission about
international best practices that were no being fully implemented in Costa Rica.

Its has also been useful to promote an internal debate about the merits of having the
Supreme Audit Institution (Contraloria General de la Republica) involved in the approval of
institutional budgets, which account for nearly 60% of all public spending.

No plans exist yet to use the PEFA report as a tool for benchmarking progress of PFM reports.

5. Current and planned use of the PEFA Framework by development partners

“® The dissemination process of the PEFA report has been postponed because of the
introduction of a heavy legislative programme concerning fiscal reform, which MoF requires
to monitor closely.
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The PEFA framework has been utilised to aid the preparation of the Country Strategy
documents for both, the IDB and the World Bank. Also, it has been used to benchmark
progress with general PFM reforms at the national level, but also specific areas of interest,
such as procurement.

The PEFA exercise has replaced the Country Financial Accountability Assessment (CFAA) as a
PFM diagnostic tool.

6. Current and planned use of the PEFA Framework by Civil Society and
Parliament.

The PEFA report has not been formally circulated or published. Access to the document
has been restricted to MoF officials.

Parliament had not received the document and the contact person was unwilling to speculate
as to the use that it might be given to the report once it has been published.

7. Key factors determining the level of adoption of the PEFA framework

The key factors influencing the execution of the PEFA assessment in Costa Rica have been:

9 astrong lobby on the part of the development partners (IDB and WB) to convince the
government about the usefulness of the exercise as an instrument for the design and
development of a programme of PFM reform and as a benchmark to measure its
progress,

1 a strong commitment on the part of MoF to implement the assessment successfully
and the willingness of all government officials to provide all the required information
without reservation,

9 the fact the Minister of Finance has been involved previously with PEFA assessments
as an international consultant,

9 the support of the IDB in the organisation of the mission.

On the other hand, it is to early to evaluate the key factors influencing the adoption of the
PEFA framework as a tool to design and review PFM reforms in Costa Rica.

Key references

Costa Rica: Informe de Desempeiio de la Gestidn Financiera Publica, Informe
Final, 25 de Octubre de 2010.

List of persons interviewed

Abello, Martha, Asesora de la Vicepresidencia de Administracion y Finanzas, IDB
(previoulsy, team leader for the PEFA assessment in Costa Rica).

Blasco, Antonio, Especialista en Gestion Financiera Publica, World Bank
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Marin, Maria Isabel, Especialista Financiero, IDB i Costa Rica.

Daniel Saenz, Gerente, Secretario Técnico, Direccion de Operacién y Evaluacion,
Contraloria General de la Republica.

José Adrian Vargas, Tesorero Nacional, Direccion del Tesoro, Ministerio de Hacienda.

Document prepared by:
Bruno Giussani
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Country Studies on PEFA Use Country Report i Kenya

Summary Findings

I The PEFA Assessment was done in a difficult political environment and was
seen to be an outside, donor driven exercise. Further work could have been done
to sensitise senior management of the overall goals of the PEFA Framework and
provide public servants with more comprehensive training on the methodology.

1 The Kenyan PFM Reform Programme lacked a detailed and comprehensive
M&E Frameworkit hi s may have contri buted
the indicator framework as a tool measuring departmental performance.

9 The overall findings of the PEFA Assessment had been used for high level
discussions with the Government and in shaping important PFM commitments
formulated through the Development Partnership Forum.

I There is some evidence that the PEFA Framework has reduced the number of
individual diagnostic exercises and provided a useful operational tool for
Development Partners.

(a) Background to the most recent PEFA Assessments

The most recent PEFA Assessment was conducted in September and October 2008 (published on 25
March 2009), around six months after the establishment of the Office of the Prime Minister and the
creation of the coalition Government in the aftermath of the disputed December 2007 election.
According to the terms of reference the rationale for the Assessment was to follow up progress on the
PEFA indicators since the baseline assessment in 2006, and more specifically to (i) facilitate and
update the dialogue on PFM between Government and Development Partners; and (ii) to help donors
assess the eligibility of Kenya for budget support programmes.

The assessment was organized and financed by the European Union and the assessment was conducted
by a team of four independent consultants. The Sponsors prepared comprehensive terms of reference
which closely follow the templates provided by the PEFA Secretariat in Washington DC. The
consulting team conducted two fortnight long missions to Kenya in September and October 2008. An
additional 2 day follow up visit by the team leader took place in February 2009 to gather further data
for the assessment of Pl 1 and PI-2. The Team conducted a 1 day pre-assessment workshop in
September 2008 and, during the second mission they presented their preliminary findings, and scoring
of individual indicators. Comments on a draft report were received from the PEFA Secretariat in
December 2008. The Final Report is published on the Europe Aid website*.

The consulting team managed to engage a cross section of public servants and DP officials in order to
reach a judgement on the individual indicators*>. No CSOs were involved in the process of preparation
or dissemination.

Kenya conducted an earlier baseline PEFA Assessment in 2006. From a review of the terms of

reference it appears that the assessment (again conducted by independent consultants) did not build in

entry or exit workshops. A team of eight consultants and development partner staff are listed as being

members of the assessment team. Appendix B of the 2008 Report provides a detailed table of

comparisons between the 2006 and 2008 ratings; and includes two adjustments to the 2006 ratings

irel ated to different interpretations of dat a, or
previous PEFA team.

*! http://ec.europa.eu/europeaid/what/economic-support/public-finance/

“2 Appendix D of the Final Report lists Government departments and development partners met, but not
officials or job titles.
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(b) Perceptions of the Quality of the PEFAanalysis and reporting
(c) Perceptions of the Quality of management/dissemination arrangements

Discussions with government officials produced a range of different responses with regard to the PEFA
Framework. The PFMR Secretariat in the Ministry of Finance felt that the consulting team conducted
the Assessment in a professional manner and had managed to build a reasonably strong consultative
process in completing the Report. The Internal Audit Department were also champions of the PEFA
Framework, noting that it was a useful international benchmark which should be conducted
periodically; providing leverage for change. However even those officials with the most positive
attitude to the PEFA Framework noted some significant challenges in relation with the process of
preparing the 2008 Assessment. Those issues noted during the evaluation interviews were:

0] Lack of Government OwnershipSome interviewees suggested that the PEFA Framework
was perceived as an fioutsi de t o ophriers cather
than a government tool which might improve PFM performance. The Assessment was led by
the PFMR Secretariat however the process lacked strong political leadership and no
government steering committee or working group was established. The above issues
contributed to an overall lack of ownership of the PEFA process.

(i) The political environment in Kenya during the assessingim assessment tool place shortly
after the establishment of the coalition government. Distrust amongst officials and a lack of
empowerment to discuss challenges or the need for change made the process of open
discussion across government departments extremely difficult when the Assessment was being
compiled.

(iii) Lack of understanding of the PEFA Framewdrkgovernment officials were not given
sufficient training to have a detailed understanding of the PEFA methodology. As a result
Government lacked a critical mass of officials to champion the Framework. The PFMR
Secretariat believes that a more comprehensive PEFA training course for government
stakeholders prior to conducting the Assessment would have improved the process and
acceptance of the results.

(iv) Perception that the PEFA scoring system was linked to departmental performaaemus
reports have sPBM Strategytlaokadta coMmehensvedM&E framework®.
Instead of being promoted as a high level assessment of overall PFM Performance, scores
were often perceived to be closely related to the performance of individual departments. This
led to defensive attitude to the scores; civil servants felt that they were directly accountable
for*. Further as the PEFA framework was not agreed as an ex-ante M&E framework officials
saw the scoring system as a threat rather than a benchmark which might provide an
opportunity for improved performance.

As a result of the above factors many heads of departments reacted negatively to the ratings;
questioning the ratings or the validity of the PEFA Framework as a whole. Plenary sessions meetings
were described as tense and not all officials attended the meetings.

“ See Pretorius p12.

* Linked to this concern, some interviewees noted that readers will not see beyond
the headline indicator and examine the indi vidual sub - indicators ; giving a false
impression of the performance of individual departments . For example in PI -21
the two sub - indicators which the IAD could directly control (PI -21 (i) and PI - 21 (ii)
scored B and B, whilst the overall score was a C+ du e to weak managerial
responses to internal audit reports.

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |136

fian

audi

t



Evaluation of PEFA Programme 2002010: Final Report 2010

The quality assurance comments of the PEFA Secretariat note that the report was a good quality first
draft but recommended that the final report placed more emphasis on analysing changes (both positive
and negative) since the baseline assessment.

(d) Current and planned use of the PEFA assessment by Government

The Government |l aunched a five year iStrategy fo
Management System in Kenyao idimaracenDiiépdhdent revie’h mongst t

of the Strategy was that the lack of a baseline and an effective M&E framework makes it difficult to
measure achievements and progress made. As noted above the absence of an M&E framework may, on
occasions have over-stretching the PEFA Framework as a performance measurement tool; and had a
negative effect on the credibility of the Framework as a whole. A new PFM reform strategy is
currently under development and due to be launched in June 2011.

The Evaluation found that awareness of the PEFA Assessment amongst government officials was
strongest amongst those directly involved in the Assessment process. It was clear that the Report was
not referred by individual departments as a performance measurement tool although some MDAs
(NRA and NAO) argued that they had internal (and more detailed) performance measures which would
directly address the high level indicators.

(e) Current and planned use of the PEFA framework by DPs

Kenya has had a considerable number of PFM diagnostics over the past 10 years. Prior to the
introduction of the PEFA Framework, DPs prepared a Country Financial Accountability Assessment
(2001), Public Expenditure Management Assessments and Action Plans (2003 and 2004), Public
Expenditure Review (2004), and a Country Integrated Fiduciary Assessment (early 2005). Since the
introduction of the PEFA Framework it has replaced some of the diagnostic tools (e.g. the CFAA and
Cl FA) and has served as a common pool o fsk
Assessments (FRA) and Annual Statement of Progress (ASP).  The World Bank led a Public
Expenditure Review (PER) which was published in 2010. The PER has a chapter on Public Financial
Management Issues and which builds an analysis based on the results of the 2006 and 2008 PEFA
assessments and includes arrows indicating the direction of change between the two assessments. No
other significant PFM broad based diagnostics were noted by respondents.

As well as being used as a tool to address fiduciary risk the results of the PEFA Assessment have had
an indirect link in identifying prior actions in World Bank Development Policy Loans. Discussions
with Development Partners also revealed that the overall findings of the PEFA Assessment had been
used in high level discussions with the Government and in shaping important PFM commitments
formulated through the Development Partnership Forum (see Box 1 below).

Box 1: The Development Partnership Forum

The Development Partnership Forum, established in 2009 is a bi-annual meeting co-
chaired by the Prime Minister and a representative of the Development Partners.
Improvements in PFM are a high priority as demonstrated by the fact that four of the
fifteen commitments made at the last meeting relate to PFM issues. The Sector Note
prepared in advance of the meeting uses the same analysis as prepared for the PER
(arrows showing the direction of change between the two assessments) and an
additional column providing a description of recent developments since the last
assessment.

() Current/planned use of the PEFA Framework by Civil Society &Parliament

r
r

referenc

Representatives of the National Assembl y6s Budget Of fice not

useful tool to analyse the performance of the PFM system. Given the perceived deficiencies of
disseminating the last Assessment it was suggested that the Government should plan a half day seminar
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to parliamentarians and interested staff in the National Assembly to brief them on the results of the next
PEFA Assessment.

The evaluation met with a representative of the Institute of Economic Affairs (IEA) which conducts a
program to enhance the effectiveness and participation of parliament and citizens in the budget process.
They are also the Institute which researches the Open Budget Survey (OBS) for Kenya. The head of
the program noted that IEA had limited awareness of PEFA however that there may be some interest in
getting a better understanding of the Framework. One useful observation was IEAs efforts to
disseminate the results of the 2010 OBS through a press conference, which resulted in some coverage
in the national press.

Persons/Organizations Interviewed

Nancy Gathungu Deputy Director of Audit Kenya National Audit Office

Michael Gatimu Accountant General Department Ministry of Finance

Daniel K. Kagira Ag. Deputy Commissioner Programme Management and Business Analysis Office
(PMBO) Kenya Revenue Authority

Kubai Khasiani Public Financial Management Reform Coordinator Office of the Deputy Prime
Minister and Ministry of Finance

Tracey Lane Senior Economist World Bank, Kenya.

Phyllis Ndunge Makau Director, Parliamentary Budget Office Kenya National Assembly

John Mutua Programme Officer Budget Information Programme Institute of Economic Affairs

Iris Mueller Component Leader Budget Management Support of Public Finance Reforms Ministry of
Finance G1Z

Philip G. Ndungu Internal Auditor-General Internal Audit Department

Augusta Njue Principal Capacity Building Officer Public Procurement Oversight Authority

Willis Odhiambo Okwacho Internal Auditor Internal Audit Department Ministry of Finance

Martin Okwatta Principal Procurement Officer Public Procurement Oversight Authority

Dorota Panczyk-Piqueray Economist Macroeconomics and Decentralization European Union
Delegation to the Republic of Kenya

Johannes Zutt Country Director Kenya World Bank

Document prepared by:
Andrew MacKie
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ASSESSMENT OF EXTENT OF ADOPTION OF PEFA FRAMEWORK
COUNTRY STUDY: PERU

1. Background to PEFA Assessment

Introduction

The PEFA exercise in Peru was contracted by the European Commission (EC) in Brussels,
via the framework contract mechanism, to a German consultancy firm 8 Integration GmbH &
which, in turn, hired four independent consultants to carry-out the assessment: Giovanni
Caprio (team leader), Juan Carlos Aguilar, Bruno Giussani and Victor Hugo Diaz. This
assessment was effectively undertaken between September 2008 and April 2009 in four
stages.

Stage 1, the field work was carried-out in Lima over three weeks, between 22 September and
10 October 2008. At the end of this period a formal meeting with government authorities was
arranged to present the main findings of the mission and request information that had been
requested, but not yet delivered. After the meeting, a first draft of section 3 of the PEFA report
was presented to government authorities and development partners (DPs).

Stage 2, the preparation of the preliminary report, took place between 13 October and 17
November 2010. This second stage took longer than originally anticipated, because in
addition to finalising the draft report, the mission was required to respond to an initial round
of comments elicited by the earlier draft version of section 3. These comments were put
forward by local experts employed by the World Bank (WB) and the Interamerican
Development Bank (IDB). This stage was finalised with the formal presentation of the
preliminary PEFA report.

Stage 3, the preparation of the final report, was undertaken between 24 November and 1
December 2008. During this stage, comments from the PEFA Secretariat were received and
incorporated, together with a second round of comments from government officials and
development partners. The final report was presented officially on 1 December 2008.

Stage 4, the publication of the final report, took place between 15 January and 15 April 2009.
During this stage, some specific additional comments from local and international experts
were received, considered and mainly included. Also, editorial changes were introduced,
particularly to the English translation of the report, prior to publication. The PEFA Peru was
finally published on 15 April 2009 and formally presented to government officials,
development partners and civil society organizations in an event specifically convened for the
purpose two days later.

Management Arrangements

The PEFA exercise was promoted by the EC, which had lobbied the government
extensively to undertake the assessment as a mechanism to trigger the use of budget support
funds. Once accepted, the PEFA exercise was immediately put under the supervision of a
Steering Committee made up of the EC, the WB and the IDB. The Steering Committee was
heavily involved in all aspects of the exercise.

Other donor agencies with PFM activities in Peru were also kept informed of progress and
invited to participate in all dissemination events and the peer review process. They were made
aware of the information requirements for the evaluation of performance indicators D1 to D3.
Only some of them complied with the request.
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Government Involvement
The government was initially reluctant to undertake the PEFA assessment. But, once it had
agreed to it, its commitment was significant. The Ministry of Economics and Finance (MEF)
was the exercisefs counterpart, in the person of
point, a senior advisor to the VMF, was also named and was instrumental in the appropriation
of the assessment by MEF, as well as providing access to relevant information and data.

Access to government officials was well organised, but interviews with the external
consultants were delegated - on the whole - to technical personnel in most institutions. High
ranking authorities did not participate in the information gathering stage of the assessment,
but were active in the briefing and debriefing sessions. Contact with technical staff allowed
the mission to have a detailed view of most PFM processes, but at the expense of a wider
picture regarding political priorities.

Induction Seminar

A one day seminar was scheduled at the beginning of the mission to introduce the team
of consultants and acquaint the participants with the PEFA methodology. Franck Bessette,
from the PEFA Secretariat in Washington (USA), was present to participate in the proceedings.

Gi ovanni Caprio, the missionds team | eader, conduct

The seminar was opened by the Vice Minister of Finance and was, generally, well attended in
its first session (morning), which included some high ranking officials within the public. The
second session (afternoon of the same day) was devoted to illustrate the methodology with
the use of country-relevant exercises. However, the number of participants in this session was
substantially lower than in the morning.

A possible explanation for this outcome is that the seminar was held in the same premises
where MEF operates, so that most government authorities simply returned to their offices to
deal with more pressing matters.

Another negative aspect of the induction seminar was the absence of representatives from
civil society organizations (CSO). Not much effort was accorded to making sure that CSOs
participate and the few that were invited (including the Lima Chamber of Commerce) did not
show up.

2. Quality of the Analysis and Reporting

Perceptions about the quality of the assessment team are good and there are no
complaints about the way in which the exercise was carried out. In fact, most stakeholders are
very complimentary about the professionalism with which the work was undertaken, as well as
the quality of the report.

However, it is important to point out that Giovanni Caprio was the only member of the group
with extensive PEFA experience. For the rest of the team, the application of the PEFA
methodology was a relatively novel exercise. This observation is, somewhat, reflected in the
extent and depth of the peer review process, which was conducted in stages and with
significant input from local and international experts, including the members of the PEFA
Secretariat. To some degree, the PEFA assessment in Peru was a wide and important
collaborative effort from experts from a wide range of institutions and specialists fields.

Most stakeholders, including government officials, suggest that the report captures well the
peculiarities of PFM in Peru and that it identifies the strengths and weaknesses of the system
with accuracy. There is, however, a minority perception that considers that the PEFA report is

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |140



Evaluation of PEFA Programme 2002010: Final Report 2010

more generous in its grading that it should be and that there are a number of grey areas
where the situation, when looked at closer, is less optimistic than portrayed.

There are no observations regarding the willingness of the team to engage with stakeholders
and take time to explain the methodology, nor are there comments about the capacity of the
team to transmit orally and in writing the key messages about PFM in Peru.

3. Quality of Management and Dissemination Arrangements

A Steering Committee chaired by the EC and made up by the WB and IDB was quickly
organised to supervise the PEFA Assessment in Peru. This Committee was very effective and
oversaw the whole assessment exercise. It coordinated visits, organised seminars and events,
accompanied the consultants to most meetings, commented on the contents of the reports,
organised the peer review process, edited the final version prior to publication and facilitated
dissemination of the PEFA report.

Most importantly, it liaised closely with the government 8 especially MEF & to make decisions
about progress and next steps. This contact was fluid and subordinated to the specific
requirements of the GoP authorities. Contact with other government institutions was limited,
but existed. No other donor agencies participated in the Steering Committee, but were fully
informed of progress being made.

The peer review process was thorough, with many comments made and incorporated into the
final report. Most comments were made by local and international consultants attached to WB
and IDB with experience in PFM in Peru. Comments made by the government were limited
and usually related to specificities of the Peruvian institutional set-up that had not been fully
captured in the report. No comments were made by Parliament or CSO organizations, which
had access to the preliminary report.

Dissemination arrangements were very good. The Steering Committee organized ex-ante and
ex-post public seminars to present the start of the assessment exercise and the results, in the
form of a publication (with Spanish and English versions). MEF participated fully in these
events, with the Minister of Finance attending both events. An induction seminar for
stakeholders was also prepared, which was well attended in its main session. Finally, the report
is published in the webpage of the PEFA Secretariat (www.pefa.org).

It is also worth mentioning that in June 2009, after the publication of the report, the Steering

Committee also organised a series of seminars with government officials to drum-up support

for the preparation of an Action Plan for PFM reform. This process was curtailed, as the MEF

assumed the responsibility for designing a PFM reform strategy. Coordination with DPs was
maintained through a ngwoyp ifmert i tbeedodiwboking of
Membership to this coordination mechanism was open to all donor agencies interested in

participating.

4. Current and Planned Use of PEFA Assessment by Government

The government of Peru used the PEFA assessment as an important reference point for
the design and development of a medium term reform agenda, known as the PFM
Continuous Strengthening Programme (PMC for its acronym in Spanish). This programme
aims to establish:
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a) a clear and explicit medium term vision for PFM reform (2011-2015), together with its
corresponding strategic objectives,

b) a reform management structure to promote coordination, cohesion and sequencing
between all PFM institutions and reform actions being undertaken currently and in the
future,

c) specific funding to support this endeavour.

The PMC vision for PFM reform in the medium termis:

Peruvian PFM is an effectively integrated system, based on a results oriented budget process,
whose resairces are prioritised, allocated, executed and registered by programme, within a
medium-term framework that incorporates all possible fiscal risks, and whose performance is
evaluated regularly with adequate systems and transparent, timely and trustworthyriformation.

While the strategic objectives are formulated as:

a) To consolidate and expand a multiannual, medium-term, framework for budget
programming and formulation.

b) To build up and fortify results based budgeting.

¢) To modernize the integration of PFM, with the implementation of a new and up-to-date
information system, adequately linked to all other transversal management systems.

d) To strengthen the systems for performance evaluation and accountability.

e) To introduce effective mechanisms and instruments for integrated asset/liability
management.

To coordinate, integrate and adequately sequence all reform activities around the vision and
strategic objectives of the PMC, MEF has set-up a PFM Advisory Group (known in Spanish as
Grupo de Estudios). The mandate of the Advisory Group is to assist MEF and all other public
institutions™ relevant to PFM reform to identify, develop and implement PFM programmes,
projects and activities that are consistent with the priorities outlined for the period 2011-2015.
The PFM Advisory Group is made up of three independent consultants that answer to MEF,
but are financed with a multidonor fund backed by donor agencies from Belgium, Germany
and Switzerland.

PFM reforms efforts in Peru are financed by the government and a number of donor agencies
active in the area, but the PMC has created a fund through which these activities will be
financed in the future. At present only SECO, from the Swiss cooperation, has committed
funds to the project, but more are soon to follow.

Another important recent development to come out of the PEFA exercise is the interest that
the application of the methodology is stirring in the newly elected authorities at the regional
and local level. 1t is likely that sub-national PEFAs will soon be undertaken with a view to
developing actions plans to strengthen PFM at this level.

*® Legislature (Congreso Nacional), Supreme Audit Institution (Contraloria General de la
Republica), Procurement Office (Organismo Supervisor de las Contrataciones del Estado),
Tax and Customs Office (Superintendencia Nacional Tributaria) and the Civil Service
Authority (Autoridad Nacional para el Servicio Civil).
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Finally, it is worth pointing out that the PMC progress indicators are based heavily on relevant
and appropriate PEFA performance indicators. To evidence this progress a repeat PEFA
exercise is likely to be required in the near future.

5. Current and Planned Use for PEFA Assessment by development Partners

The PEFA Assessment is being utilised by most donor agencies with PFM reform activities in
Peru to benchmark and follow progress.

Additionally, the IDB is utilising PEFA performance indicators to measure the impact its USD
20 million dollar project to modernise the integrated financial management information
systems (IFMIS), known as SIAF II, has on PFM performance.

Thisisalso true for SECOG6s support to the PMC,
assess progress in PFM reform.

The EC is also monitoring PFM reform through PEFA performance indicators, but more
importantly it has approved budget support funds (sectoral) for a number of emblematic
projects, such as the Articulated Nutritional Programme (PAN in Spanish), on the back of the
publication of the PEFA report.

There is no specific evidence, yet, that the PEFA report has replaced other PFM diagnostic
tools that were previously used by DPs.

6. Current and Planned Use of the PEFA Assessment by Civil
Society/Parliament

Civil soci ety organisationds participat:i
has been limited, as was their involvement in the dissemination events. CSOs have not
adopted the PEFA assessment as a means to follow progress of PFM reforms or to propose
their own ideas for PFM reform.

Parliament participated in the preparation of the PEFA report and in the dissemination
process, but the budget commission does not make systematic use of the report to monitor
progress of PFM reform. The PEFA report has been utilised however to improve the budget

whi ch

on i n

commi ssionds technical capabilities for budget

process. Parliament is also being considered in the implementation of PMC.

7. Key factors determining the level of Adoption of the PEFA Framework

The key factors influencing the execution of the PEFA assessment in Peru have been:

1 a strong lobby on the part of the development partners (EC) to convince the
government about the usefulness of the exercise as an instrument for the design and
development of a programme of PFM reform and as a benchmark to measure its
progress,

1 a very dedicated and influential Steering Committee, which made sure that all
requirements for a successful mission were met,

9 the appropriation of the PEFA assessment on the part of the government and the
ease of access to the required information and data,
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9 the continuity of effort between the PEFA assessment and the design and
development of a PFM reform action plan,

1 the decision by the government to undertake a comprehensive PFM reform plan of
action and the creation of the PFM Advisory Group for that purpose.

1  The creation of an effective working group between MEF and the donor agencies with
support activities for PFM reform.

References
Perd, Informe de la Gestién de las Finanzas Publicas, basado en el marco de referencia para
la medicién del desemperio, 15 de abril de 2009, Lima Pert

List of persons interviewed
Gallard, Patrick, Financial Specialist, Delegation of the European Commission in Peru, Lima,
Peru.

Mejia, Julio, Senior Advisor to the Vice Minister of Finance, and focal point for the PEFA
assessment, Vice Ministerio de Hacienda, Ministerio de Economia y Finanzas, Lima, Perd

Silva, Juan Pablo, Director of the Direcciéon de Calidad del Gasto, Direccion General de
Presupuesto Publico, Vice Ministerio de Hacienda, Ministerio de Economia y Finanzas, Lima,
Peru.

Zapanni, German, Financial Specialist, Interamerican Development Bank, Lima, Peru.

Valderrama, José, Member of the PFM Advisory Group (Grupo de Estudios) and former
advisor of the World Bank offices in Lima.

Document prepared by:
Bruno Giussani

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page |144




Evaluation of PEFA Programme 2002010: Final Report 2010

ASSESSMENT OF EXTENT OF ADOPTION OF PEFA FRAMEWORK
COUNTRY STUDY: RWANDA
(based on telephone interviews)

The Government of Rwanda sees value in undertaking repeat national PEFA assessments. It
sees the tool primarily as a diagnostic tool that it uses together with its development partners
for development purposes, even if the information is also used for fiduciary risk assessments.
The process of assessing and scoring different systems and the validation of the scores is
open and brings together all the stakeholders. Government leads the PFM Reform Steering
Committee which is the primary coordinating body for the assessment, and is therefore an
active participant in the assessment. Within this group key queries in respect of the
assessment are raised by all stakeholders for discussion and incorporation in the report.

For Rwanda the value of PEFA lies in it being a comprehensive tool that looks at the whole
system: when weaknesses are then identified it is possible to prioritise the weaknesses to be
addressed first and build consensus on where reform and other efforts should be focused
over the medium term. Before PEFA government was at risk of being distracted continuously
by different diagnostics 8 supported by different donors -- which focused on sub-components
of the whole system. This meant that with every assessment there was a new priority and no
way of telling which should take precedence. With PEFA, Government is now in a position to
coordinate diagnostic processes and formulate an evidence-based reform plan, which it can
implement consistently to make systematic progress.

In the latest PEFA assessment Rwanda also applied a selection of 12 PEFA indicators to four of
the sub-national district level of government. The purpose was to provide an initial snapshot
of PFM systems and processes at the SN level, given ongoing fiscal decentralization. However,
the assessment did not use the full set of indicators of the sub-national PEFA methodology,
but assessed only some areas in view of budget constraints. This partial assessment however,
was not found to be highly useful, even if it did provide some information. The tool as applied

did not align wel/ enough with Rwandads decentr al

expenditure assignment. The sense in Government is that future sub-national assessments
should be more comprehensive and that there might be need to adapt the tool to Rwanda-
specific circumstances.

Document prepared by:
Alta Folscher
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ASSESSMENT OF EXTENT OF ADOPTION OF PEFA FRAMEWORK
COUNTRY STUDY: SOUTH AFRICA
(based on telephone interviews)

The first PEFA was conducted in South Africa during the period June to August 2008,
undertaken by the European Union. The exercise was initiated in April 2008, with a meeting
held with the division of the South African National Treasury responsible for aid coordination,
the International Development Cooperation unit. While documentation was circulated to
relevant divisions at this time, to a large degree, key stakeholders only took cognisance of the
exercise and its purpose when the consultants were in country and requesting meetings. Even
then, at the time, the understanding by respondents in key National Treasury divisions was
not that the PEFA is a PFM diagnostic tool for country purposes. Rather, the understanding
was that the EU wanted to assess South African systems in order to provide general budget
and sector support. Government participation in the exercise beyond the role of the aid
coordination unit & for example in the steering committeed was therefore not driven by
relevant senior officials in the key functional divisions of the National Treasury, but delegated
to junior officials.

For the most part however, the South African Government found the assessment to be of

quality. It was satisfied with the role played by the PEFA Secretariat in reviewing the

assessment report. South African scored a B+ (or 3.58 as a number score) on average across

all the indicators. A key exception was the procurement findings, where the average score was

a D+. The required datasets could not be extractedwi t hi n t he ti meframe of the
fieldwork & although the Supply Chain Management Unit maintained that it was available --

resulting in the score which Government did not see as representative of the quality of the

systems.

Recently the EU has initiated proceedings for an updated PEFA, to be conduced three years
after the initial assessment. Government however has however resisted the exercise d which at
the national level it still sees as primarily a fiduciary risk assessment for donor purposes & to
be postponed for another two years. Senior officials feel that at the national level the exercise
does not add much value for South African purposes, besides reducing transaction cost on
donor assessments. On most indicators South Africa scored B+ or A (22 out of the 31
indicators assessed) and even though there are problems in these systems that the National
Treasury want to address, they do not show up in the assessment. On the indicators where the
country scored Cs or Ds, the National Treasury was already aware of weaknesses and had
been working on reforms and capacity building programmes to address the issues.

In the mean time however, the National Treasury and in particular the Intergovernmental
Relations Division has become very interested in using the PEFA instrument as a PFM

di agnostic tool, but for assessing the nine provinc
unitary state with autonomous provincial and local governments, which are elected separately
and to which expenditure responsibilities (some joint with national government) are assigned
in the Constitution. The legal framework for financial management at both sub-national levels
however, is driven by National Government. At the same time, approximately 95% of
provincial government revenue is in the form of unconditional and conditional grants from
national government. This in turn comprises approximately 40% of nationally collected
revenue. The National Government therefore has a direct interest in the quality of PFM
systems at provincial level and wants to undertake a PEFA as a way of using objective,
internationally accepted norms to build consensus on key areas of weakness to be addressed
in provincial PFM.
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TUNISIA

a) Background to the most recent PEFA assessments
After three field trips (June and November 2009, June 2010) the PEFA Tunisia (the first) was
finalised on June 30, 2010. The exercise was carried out by a joint assignment of experts from
the European Commission (lead donor), the World Bank and the African Development Bank™®.
The Government of Tunisia provided the team with all the needed documentation on PFM (in
French and in Arabic) and helped systematically with all the logistics of the meetings.
Although the Government was very committed to the exercise, there were no formal
arrangements to disseminate the reports (and its findings). In addition the report was never
validated officially because the previous government was not pleased with some of the results
(public procurement and external control by the SAI for example). The new Government (post-

revolution) intends to have the PEFA report published.

b) Perceptions of the quality of the PEFA analysis and reporting
Both Government and the three agencies (EU, WB and AfDB) involved in the PEFA exercise
were very happy with the team of experts and how the exercise itself was carried out. This is
the first time in Tunisia that collaboration between the Government and donors, and between
the three donors was so successful. The PEFA methodology was well understood by the
Government team in charge of monitoring the PEFA related activities because its members
had attended PEFA workshops prior to the exercise. The PEFA team of experts interacted on a
very regular basis with the Government team members and the quality of the communication
was very good. Key messages emerging from the evaluation were well transmitted in the

report.

c) Perceptions of the quality of management/ dissemination

arrangements

“*® The joint mission of experts included Mr Fabian Seiderer (Delegation of the EU, TTL), Mr Georges
Corm (Consultant for the Delegation of the EU and team leader), Mr Ndiamé Diop (Resident
representative of the World Bank in Tunis) M. Anas Abouelmikias (World Bank), Mr Lucien Méadel
(World bank consultant), Ms Natsuko Obayashi (African Development Bank), Mr Hyacinthe Kouassi
(African Development Bank) and Mr Giovanni Caprio (consultant for the African Development Bank). Ms
Yosra Ruis supported the team for all translation work from Arabic.
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There was no Steering Committee established to lead the PEFA process. Notwithstanding a
technical group lead by the General Director of Resources of the Ministry of Finance was
created. It included several directors and technical experts of the Ministry of Finance. No other
institution was represented in the technical group. The technical group was in charge of the
quality control for the Government. The EU through the TTL held the main responsibility for
the quality control, which was in practice very effective. This was complemented by the PEFA

Secretariat. Overall the quality assurance process worked very well.

The dissemination process included ex-ante and ex-post workshops. Representatives of the
SAI and Parliament participated in theses workshop. No representatives of civil society took
part in the workshops. Regarding dissemination, it should be pointed out that the PEFA report
was translated into Arabic (under the supervision of the Ministry of Finance) in order to

facilitate the reading for non French speaking staff.

After the finalization of the PEFA report (June 2010) its publication was delayed because the
Minister of Finance was not happy with some of the findings (on public procurement and
external control by the SAI notably). The report was not even validated officially. The new
Minister of Finance appointed after the revolution (February 2011) is willing to move forward
and have the report published. Both the EU and the World Bank are following the issue of the
publication and contacts met in these two institutions indicated that the publication is no

longer a problem.

d) Current and planned use of the PEFA assessment by Government
The Government views the PEFA as a document that has essentially identified weaknesses in
the overall PFM system. Overall the Government also understands that the instrument can be
used for repeat assessments in order to assess progress in performance of PFM systems.
Given that the Government finalized in March 2009 (a few months before starting the PEFA
exercise in June 2009) a Strategy and Action Plan (Schéna Directeur) for PFM reforms focusing
on program budgeting, medium-term expenditure framework (MTEF) and results oriented
budget management key PFM areas in need of reforms had already been identified, the
Government did not feel that this document had to be reviewed and updated after the PEFA

exercise was finalized.

However the PEFA exercise was used to contemplate and/or carry out PFM reforms not dealt

with in the Schéma Directeur.Three areas were considered: taxation, public procurement and
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external control (SAI). The 2011 budget law indicates measures taken for the creation of a
fiscal mediator and of a committee for fiscal control*’. Several existing fiscal measures were
also revised®. In addition for public procurement, the Government has accepted to carry out a
detailed evaluation of the existing system using the OECD/DAC instrument. Moreover the SAI

(Cour des Comptes) is being strengthened with EU financial support.

e) Current and planned use of the PEFA framework by DPs
The 3 development partners involved in the PEFA exercise consider the PEFA report as a key
reference for PFM because for the first time they all have a comprehensive document on PFM
diagnostic, which is the result of a successful process involving the Government and the main
partners. Basically besides the CFAA (which was not a comprehensive document) there was no
PFM diagnostic at all in the country.

f) Current/ planned use of the PEFA by Civil Society & Parliament

There is no current use of the PEFA framework by Civil Society and Parliament.

g) Key Factors determining the level of adoption of the PEFA framework
The absence of a recent and comprehensive diagnostic on PFM in Tunisia was undoubtedly
the main motivation of the Government for accepting to carry out a PEFA evaluation. On the
other side it should also be pointed out that this acceptance (by the Government) was the
result of a long and on-going dialogue between the Delegation of the EU (supported by the
World Bank and by the African Development Bank) and the Government during the 2-year

period preceding the exercise.

h) Key References & List of contacts
References

- Banque Mondiale, Etude sur la gestion des finances publiques et des pratiques
comptables du secteur public en Tunisie, (CFAA), 2004 (version disponible du 24 mai
2005);

- République Tunisienne, Ministéres des Finances, Schéma directeur pour le
D®vel oppement ddune gest,parnDankeluTdngn@di, Banque par obj
Mondiale, mars 2009 ;

" Articles 113-116 & Articles 117-126
“8 Chapter 111
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- u

nion Européenne, Banque Mondiale, Banque africaine de Développement,

Performance de la Gestion des Finances Publiques en Tunisie (PER#&Jsion finale, juin

2010;

- Loi de Finances 2011, no 2010-58 du 17 décembre 2010, JORT no 102 du 21

décembre 2010, : www.jort.gov.tn;

Contacts

Premier Ministére
LASSOUED Omar, Conseiller Services Publics et Controleur des Dépenses Publics, Tunis ;

Ministry of Finance

SAADAOQUI Abdelmalek, Directeur Général Ressources et Equilibres, Tunis ;
LOTFI Ouhibi, Directeur des Equilibres Financiers, Tunis ;

TRABELSI Hedi, Directeur des Etudes, Tunis ;

Delegation of the European Union in Tunis
MERITANR®gi s, Conseiller, D®l ®gatjon de | dUnion Euro
LEMOINE Francis, Chargé de Programme, Appui macro-économique et finances publiques,

D®I

World

®gati on dpéenngdTumsi; on Eur

Bank

SEIDERER Fabian, Senior Public Sector Management specialist, Wash DC, Tunis;

African Development Bank
LACHAAL Lassaad (Dr), Chargé de Formation en Chef, Banque Africaine de
Développement;

KOUASSI Hyacinthe, Economiste Sénior, Banque Africaine de Développement, Tunis ;

Private Sector
FAKHFAKH Sof i " ne, Expert Seni or, membr e de

| 8 ®

| aborati on du Sch®sactudlémerd dahsadeprivé)des R®

| 6®qui pe
f or me
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Country Report i Uganda

Summary Findings
The process of preparing the 2008 PEFA Assessment shows a high degree of
country ownership. Government and DPs put a considerable effort into
developing an approach, which ensured active participation of government
officials at all stage of the Assessment.
PEFA Report was useful to the Government in highlighting areas of focus in
PFM reform; and legitimising actions to address weaknesses.
The PEFA Framework has been used as a central plank of the M&E Framework
for FINMAP | and II.
Some evidence that the PEFA Framework has reduced the number of individual
diagnostic exercises and provided a useful operational tool for development
partners.

Page 115

1


http://www.jort.gov.tn/

Evaluation of PEFA Programme 2002010: Final Report 2010

(a) Background to the most recent PEFA Assessments

The most recentPEFA Assessment was conducted ovBlovemberz December 2008. According

to the Concept Note the objectives of the Assessment were (a) to have armddpendent
assessment of the performance of the PFM system in Uganda, the challenges it currently faces
and the key risks, and (b) to use the assessment as the basis of dialogue with government on PFM
reforms; feeding into the Annual Review of PFM performae. The team leader for the
assessment was Parminder Brar (World Bank Lead Financial Management Specialist). The
assessment was carried out on behalf of the Government and development partners by a team of
three independent consultants; funded by KfW, DBl and the World Bank.

Prior to the field work the World Bank (in consultation with FINMAP Coordinator and the PFM
Donor Group) prepared a comprehensive Concept Note which provided a comprehensive outline
of the objectives and process relating to the Assement. Prior to field work commencing a 2 day
PEFA training course was conducted by a Lead Financial Management Specialist of the World
Bank. This was attended by 43 government staff and 4 development partner staff, with the
objective of familiarising them with the PEFA Framework, its objectives, implementation, to
enable them participate effectively in the review; as well as to build capacity for potential self
assessments in the future. In addition, a hatlay workshop was held on November 18, 2008t
provide high-level decisionmakers (Cabinet Members, Permanent Secretaries, Chairs of
Accountability Committees of Parliament, and senior staff of the Office of the Auditor General)
with a managerial overview of the PEFA Framework.

The Financial Managerant and Accountability Programme (FINMAP) Secretariat organized a two

day seminar of key stakeholders (chaired by the Deputy Secretary to the Treasury and including

senior officials from MoFPED, Uganda Revenue Authority, the Office of the Auditor General,

Public Procurement Disposal of Public Assets Authority, Parliament and key line ministries) to

discuss the draft report in February 2009. Following this seminar the FINMAP Secretariat

consolidated Government comments which were prepared and submitted to ¢hPEFA team. The

2APT OO0 11 O0AA OEAO OAT U AEEZAOAT AAO ET T1TPEITEITh xE
Apbpl EAEOI U ET OEA E£ET Al OADPT 0068 4EA AOAEDO xAO Al Ol
the PFM Donor Group and quality assured by the PFB Secretariat in Washington DC. The final

report was published on June 14 2009.

The 2009 Assessment was the second comprehensive PEFA Assessment, addressing only central
government. The first baseline Assessment was conducted in 2005 (published July0gp and
addressed both central government and a sample of five local authorities. In addition in 2007 the
Office of the Auditor General (OAG) prepared an Appraisal of the Financial Management

ORAOA&I Of ATAA ET 5CAT AA OOET ¢ Omtdd Masd&3l 20088 @wrich AT 1 7T CU | o
was published on the OAG website. The main objective of that Assessment was to provide the
/' xEOE A EECE 1 AOAl 1 OAOOGEAx 1 &£ 5CATAA80 0&- OUO!

OEA /1'80 x1 OE DPOI COAi i A8

(b) Perceptions of the Quality of the PEFA analysis and reporting
(c) Perceptions of the Quality of management/dissemination arrangements
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2AO0PT 1T AAT 6O AT i i AT OAA OEAO OEA ¢nnu AARAE I OE
Uganda; who were early adopters of the PEFA process. @ah concerns were that the
assessment process set out in the terms of reference allowed too little time for a thorough
analysis by the consulting team. In addition government officials lacked a good understanding of
OEA &OAI AxT OE xEEAE on iAdhidud lindic@dsOdbdE a deAehaE lack of
government ownership of the process and othe report.

In contrast, in 2008 the government officials put a considerable effort into developing an
approach, which ensured active participation of officials thraughout the process. The
Government (through the FINMAP Secretariat) issued the terms of reference and coordinated all
elements of the Assessment. Government officials joined the assessment team whenever they
could. There appears to have been a good mix wlanagement and working level staff available
for both introductory and working level meetings.

Partly as a result of the introductory training course a critical mass of civil servants in the
Government team were trained and had a good understanding dfie PEFA methodology. A
review team (typically civil servants at Assistant Commissioner grade) were appointed by the
Government and participated in interviews, read the draft report and provided both written and
verbal comments. In general government offials felt that the draft report provided a sound
analysis and a left them in a strong positiorto provide comments both on the scoring and
technical analysis. Several government officials noted that they had the opportunity to address
factual inaccuracies through verbal and written exchanges, prior to the finalisation of the report.

The quality assurance comments of the PEFA Secretariat noted that the draft Report was of high
quality, being close to the standard outline and showing a good understandgjnof the PEFA
methodology. The comments also note that the draft report did a good job in tracking progress in
PFM system performance since the last assessment in 2005.

Chairs of key Parliamentary Committees and their respective Secretariat staff atterdléhe PEFA
Review Workshops. CSOs were not represented at any stage of the PEFA process.

(d) Current and planned use of the PEFA assessment by Government

Discussion with government counterparts indicates that the PEFA Report was useful both in
highlighting areas of focus in PFM reform; and legitimising actions to address weaknesses. Senior
management interviewed as part of the evaluation mission noted that while there were no
surprises in the issues raised in the Report, the process and reporting was a agst for
consensus and addressing issues faster than might otherwise have been the case.

Those managing the reform process were keen to emphasize that, once the Report was
completed it was not referred to in day to day operations. That is not to sapé Assessment was
not useful z rather that the Government used the process to internalise the key issues (e.g.
pension payment arrears) and then take action to address them. These processes are related to
the JA- and FINMAP processes buyovernment was keen to emphasize a higldegree of internal
ownership in addressing PFM issues. Also, the management in MoFDEP and the FINMAP
Secretariat were keen not to overburden busy public servants with having to read the full PEFA
report; rather management worked to dentify specific actions which would address the issues
raised in the Report.

*® In common with observations made on in a number of the other early PEFA Assessments.
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As well as the Report being a catalyst for addressing immediately identifiable weaknesses in the
PFM system the evaluation also found evidence that the PEFA Framework has besed (i) as an
M&E tool in the Joint Assessment FramewoB0; and (ii) extensively in shaping and monitoring
progress in FINMAP | and the development of FINMAP Il (2011/12 to 20187) (see Box 1
below).

Box 1 JAF and FINMAP i Use of PEFA Framework

The Joint Assessment Framework (JAFhe Joint Assessment Framework (JAF) is the framework
for assessing Gover nthecontitiors forpreseivingobudgebsuppor: underg
the Joint Budget Support Framework (JBSF). The PEFA 2008 is both a high level reference point
for progress on PFM Reforms® and one of the inputs” into evaluating conditionality #1 which relates
to PFM matters.

The Financial Management and Accountability Programme (FINMAP)e 2008 PEFA
Assessment provided an important input into the Mid Term Review of FINMAP | which aimed to
sharpen the focus of the Programme. FINMAP | ends on June 30 2011. The PFM Revised Strategy
2011/12-2016/17 provides a framework for guiding the prioritization and sequencing of PFM
reforms while at the same time consolidating, deepening and widening the reforms with the goal of
improving PFM to service delivery. At the level of individual process reform (Level I'), the
Strategy sets targets to lead to improvements in the PEFA rating for Uganda and the planned targets
as to how that might be achieved.

In addition to periodic updates of he Central Government PEFA the Government, led by the
Ministry of Local Government, is preparing to conduct a SuNational Government PEFA PMF
later in 2011.

One final issue was raised during the interviews some government officials would have liked a
more prescriptive element to the PEFA Report; there was a feeling that the process offered a
diagnosis of the problem without offering solutions.

(e) Current and planned useof the PEFA framework by DPs

Uganda has had a large number of PFM diagnostics ovime last ten years. Prior to the
introduction of the PEFA Framework DPs prepared a Country Financial Accountability
Assessment (2001), a Heavily Indebted Poor Countries (HIPC) Assessment (2001 & 2004), and a
Country Integrated Fiduciary Assessment (CIFAJ2004). Since the introduction of the PEFA
Framework it has replaced some of diagnostic tools (e.g. the CFAA and CIFA) and has served as a
AlTii11T diT1 T /&£ OAEAOAT AA &£ O 1T OEAOO 01110 jAscs
Annual Statements & Progress (ASPs)) and processes (e.g. Joint Budget Support Framework
(JBSF) mission reports).

As well as being used as a tool to address fiduciary risk (DFID) and the use/rase of country
systems (World Bank) the results of the PEFA Assessment have tadindirect link in identifying
prior actions in World Bank Budget Development Policy Loans (e.g. addressing the level of
budget arrears). The PEFA scores are also an input to the World Bank Country Policy and
Institutional Assessment (CPIA) ratings whib are an input to allocating IDA resources.

(f) Current/planned use of the PEFA Framework by Civil Society &Parliament

®  The framework for assessing GoU performance against the conditions for

receiving budget support under the Joint Budgets Support Framework (JBSF)
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Members of the Parliamentary Committees and Parliament staff participated in the workshop to
discuss the draft report and contributed to dscussions on individual indicators (Pi26 and P}
28). A copy of the final PEFA report was submitted to all parliamentarians and their support staff
who participated in the Assessment; although they are unlikely to give it much attention
compared to Repors of the Auditor General. The Mission was unable to meet with Parliament
during the mission mainly to the Missions proximity to the presidential and parliamentary
elections. There was no involvement of CSOs at any stage of the PEFA process.

PersonsDrganizations Interviewed

Parminder Brar, Lead Financial Management Specialist, World Bank.

G. O. L. Bwoch, Accountant General MoFPED

Isaac Mpoza, Commissioner Treasury Services Department MoFPED

Lawrence K. Kiiza, Director Economic Affairs MoFPED

Gloria Mugambe, Governance Adviser DFID Uganda

Keith Muhakanizi, Deputy Secretary to the Treasury MoFPED

Johnson Mutesigensi, Programme Coordinator Financial Management & Accountability Programme
(FINMAP) MoFPED

John F. S. Muwanga, Auditor General Republic of Uganda

Fixon Okonye, Commissioner Inspectorate and Internal Audit MoFPED

Patrick Ocailap Director Budget MoFPED

Patrick Tumwebaze Executive Director Uganda Debt Network

Maris Wanyera Ag. Commissioner Macroeconomic Policy Department MoFPED

Bernadette Nakabuy e Ki zi t o, Senior Financi al Management Spec
MoFPED

Documents Consulted

Joint Budget Support Framework Appraisal (JBSF) by Development Partners by the Government

against the Joint Assessment Framewdkorld Bank, EU, ADB et al March 18 2010

Joint Budget Support Framework Appraisabecond annual assessment by Development Partners of
Government of Ugandabés adherence to underlying prin
key sectors of joint budget suppdkDB, EU, World Bank et al December 16 2010.

PEFA ALited Appraisal of the Financi al Offitenagement P
of the Auditor General

Uganda Public Financial Management Performance Report and Performance Indicators 2009
assessmeromments by the PEFA SecretarREFA Secretariat

Public Financial Management Reforms and Local Service Delivery in Ugafrdsentation to PEFA

Launch Workshop Brar, P. November 18 2008

Uganda MidTerm Review of FINMARoncept Note 2009

Uganda PFM Pedrmance Report and Update of CIFA Action Plan 280l Report July 2006.

Uganda PFM Performance Report (2008hal ReportJune 14 2009

Uganda PFM Performance Report (2009) Concept Nébeld Bank November 2008

Uganda PFM Reform Strategy (2012 to 201617) MOFPED 8 November 2010
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