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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 he
institutional development impact, was

undertaken over January & 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

Evaluaion 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
assessnent 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
pddl en PFMRpEYfoenangse.

The PEFAassessment 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
t he

passing through

process.

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

Page|6

suggest

Secret

t



Evaluation of PEFAProgramme 20042010: Final Report

2010

These concerns related only to a small
minority of the assessments undertaken to
date, but confidence in the quality of t he
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

guality are therefore recommended.

A second point of concern is that until
recently the PEFA Programme hadhad less
impact on its global ob jectives 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 inothers 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 Il of the PEFA
Programme, a lack of awareness of the
scope and potential of the PHEA
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 lealing 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, werecommend
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
assessmerts; and

A Giving donors, and CSOsengaged in
accountability work, the confidence to

the PEFA

make greater use of

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
countries and how PFM reforms are

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
determinant

major of the quality of

assessments. Yet, not all draft PEFA
assessment reportsare 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 assurance¢ taneffdrtive wayntc addrese te neéed fora |l |
reports submitted to the Secretariat. This wider and more inclusive governance
would verify the application and quality of framework. In addition, a method for
a 3 step QA process(Concept Note/ Draft periodic renewal in the membership of the
Report/ Final Report), creating a clear Steering Committee should be considered.

market differentiation between PEFA
assessments with a certified QA process Operationalisation of these
and those without, thus generating recommendations will require a detailed

incentives for use of the Secet ar i at 0 s an&yAis of governance arrangements and

services. the preparation of more precise proposals.
On the issue of the representativeness of The main text presents a set of specific
the PEFA Steering Committee, it should be proposals as a starting point in this
stressed that existihng  governance process. They key ones are as follows:
arrangements have proven an efficient A In order to facilitate changes in the
framework for decision-making, guiding membership of the Steering
the PEFA from inception through Committee, there should be an
consolidation and into large -scale use. increase from 7 to 9 members.
However, the limitations of the current A This would permit a structure with 3
structure may create constraints to further permanent members and 6 rotating
progress. The choice of a relatively small members, with the rotating me mbers
number of PEFA Partrers allows for remaining for 4 years with a staggered
efficiency but it only permits a limited rotation period, thus providing a
number of stakeholder voices, excluding balance between continuity and space
many key development agencies, for new voices.
professional bodies, non-OECD A The Steering Committee should be
governments and NGOs. The OECBDAC supported by a formally defined
Task Force fas been a useful alternative Reference  Group, which would
consultative framework but it is also comprise an equal balance of three
limited in its ability to give voice to non - groups:
OECD governmens and to civil society 0 Representatives d
bodies. governments who use the
PEFA framework;
In Phase IV, he creation of a second 0 Representatives of
consultative body 9 a reference group & to professional accounting and
support the Steering Committ ee could be 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

o 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 arrangemens 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 widerange 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 0 limited to a mino rity
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 e&h
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 PEFAcommunications 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 isless of a priority
in the short-term but by late 2012, the size
of the data-base and the numbers of
repeat assessments will makeit a very
useful research tool.
Implications  for  staffin g 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 maimise the
potential of the Programme to achieve its
stated high level objectives, whilst also
risks, which

protecting it against the

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 0mai nstr
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
substantial. The

data-base more

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
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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
principal considerations. Firdly, it is
necessary to assess whether there exist
administrative

organisational and

structures wi thin t

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 activites have been
successfully mainstreamed. For the core
Omai ntenanced

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

QA

expansion of this QA function. In relation

recommendations above imply an

he

to dissemination and networking and
maintenance of the PEFA Database 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 JBre RAA1) toB a9 ot hleby 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 6070% in the
current budget is significant, the proposed
maximum annual increment of some US $

700,000 per year is not substantial, in

assurdnce q u arélatidn yto the scope of the work of the

PEFA Programme andthe 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 2012to 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 Deamber 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 & Evaluation team comprising Andrew Lawson, of
Fiscus Limited, UK (as Team Leader) and Alta Folscher of MokoroUK Andrew Mackie,
Giovanni Caprio and Bruno Giussani were subsequetly 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 hasbeen jointly managed by Monica
Rubiolo of the Swiss State Secretariat for Economic Aflairs (SECO) and Michel Lazare of

the Fiscal Affars 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 Secretariatwhich were discussed at a videoconference

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 com ments 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 EvaluationObjectives, 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 corevaluation 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 fo r Phase
Il 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 seen 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 Il Programme Performance Framework
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6. The evaluation hassought to answer the following seven core evaluation questionsl:

(i) Effectiveness d 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?

(i) Relevance 0 To what extent has the Programme been consistent with the overall
development strategy and policy priorities of the principal stakeholders, in cluding
the Programme6 s compar ative advantage in addressing
account the broader donor harmonization environment and aid effectiveness
agenda?

(iii) Efficiency 0 To what extent have the Programmed s out puts and i mpact
commensurate with the inputs and resources provided?

(iv) Sustainability & 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 institution s and other donor
agencies?

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

(vi) 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 OECDBDAC Joint
Venture/Task Force on PFM, the Public Expenditure WorkingGroup, 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 Tru st 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:

! 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 asseksst@rnce.
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 acti vities of the PEFA Program me 0 Does the current
range of activities provide an adequate basi
Global Obijectives 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 & 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 0 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 an d 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
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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 Judgement Criteria / Possible Indicators

Question

financially and in terms of managerial and administrat

capabilities.
Nature of \% Potential need for further development of the PEFA framew
and related guidance materials.
Technical
echnica \% Nature of development needed:
Innovation/ o  minor refinement and updating?
Development 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 \% Most sustainable, efficient and effective model for managing
scope of activities and the degree of technical innovation require
Model

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®

\Y, 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 d 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) Semistructured 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.

(iif) 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 deskbased analysis of documentaion and data was focussed predominantly on the
extensive documentation, which was made available by the PEFA SecretariatA small
number of additional reports brought to the attention of the team by PEFA Partners were

also analysed.

11. The deskbased phase wascomplemented by a phase of semistructured interviews with
PEFA partners, wh the PEFA Secretariat and with a selection of other OECEDAC
members. Interviews served to complement the preliminary findings from the desk phase,
to test some early hypotheses and to discuss in a preliminary mannerthe future options

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

Table 2. Semi-structured interviews completed up to end April 2011
Stakeholder Interviews Completed

PEFA Detailed oneto-one interview with Frans Ronsholt BEMPAL conference.

All Secretariat members interviewed individilyain Washington DC (except of

Secretariat who was absent on missianPhil Sinnett

Group discussion on future options held with Secretariat.

PEFA Partnerd 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.
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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 institu tional
development impact of the PEFA programme. These covered two target groups of

countries:

A Low Income Countries, which have undertaken PEFA repeat assessmentor 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 evalation questions
and the specific results areas, identified in the Phase Ill Programme Document.

A Chapter Three summarises the overall conclusions and considers their
implications for the future of the Programme, addressing the three forward -
looking question s 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. e primary focus has been on performance during Phase llI
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 relationd 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 Il Programme framework;
The external factors which might have helped or hindered performance against
planned results;

A The specific contribution 8 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 Programmé six target
results:
A Result 1: PFM assessments undgaken in all LICs, most MICsand 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 PEFAassessments 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 subnational but not the national level (Nige ria, 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 assessmentor were
going to be assessed by October 2010. This is in keping 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. Ths
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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SourcePEFA Assessments Database, October 2010

Repeat assessments

20.

21.

Table 4. Repeat assessments compare d to first assessments per year

Repeat assessments are seen as a positive indicator of PEFA effectiveneskable 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 thredrmes
and 2 four times (adding up to 59 repeat assessments)z. Over the vyears, higher
proportions of assessments have been repeat assessments.For example, d the 26
countries for which assessments were finalised, substantially complete, underway or
planning in 2010, 18 were undergoing repeat assessments. h low income countries, where
most countries had been assessed at least once by 2008, repeat assessments are the norm

from 2010 onwards.

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 35 years, the frequency of
repeat assessmentscan 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.

3

The 2010 Monitoring Report (PEFA Secretariat, 20ddr)siders 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 peat 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.
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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 Ed 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. @ the 31 countries in
Sub-Saharan Africa that had been assessed by the end of 208, 20 had had repeat
assessments by October 2010, of which 12 were Anglophone, 3 Lusophone ard,
interestingly, only 5 Francophone. Thus, of the 14 Francophone countries that had
undergone first assessments by the end of 2007, 9 had noregistered 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 assments 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 assessmentd of which 10
were in the third phase & 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 lead

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 assignmentswhich had been substantially

complete for longer t han 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 (exluding the EC assessments ofthe 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 assessmentsloes 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 ower 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 websiteand (ii) the number
of repeat assessments in which government islisted 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 patnership 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 assessmerts.

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. 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 enhancedn the first place, all
PEFA assessments require the consent of governmen in order to proceed, thus
government must by definition always be a (partneréin PEFA assessmentdVe 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 ths 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.

29. 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 whenthe application of the PEFA
assessment frameworkwas 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 & 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 assessmert 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 assesment 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
opport unities 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 periodcompliance 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. Dueto the reputational risks generated even by

isolated casesof 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 Secretariatisnot he oowner 6 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)sThe PEFA Secretariat acts as an advis¢o
the oownersé of t he PEFA assessment s, i n recomm
management of assessmens 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 ®cretariat guidelines for team size, structure and
composition.

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

A Use of incomplete or inappropriate data at the country level to reach judgements on
PEFA scoreswhile 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 cluked 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.

® 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 Eu©eetaid

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 guideloreBudget 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 eonsequence 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/T ORs sent for review (having donefive or more assessmentg
is DFID, with only 13% reviewed. The EQias had 28% of concept notes/TORs reviewed
and the World Bank 38%. Thelead agency with the highest proportion of concept notes
reviewed is Government, with 39%. This may simply reflect an hcreasing 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 llI, his indicates an area with substantal potential for improvement
in the PEFA Pogramme, which would almost certainly have a significant effect in

correcting the remaining qualit y 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}he data-base suggeststhat
on average more agencies collaborated in the assessments than in the second three years
(2008 to 2010, see graph below). A 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 ReportStatus 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 weigtgihould 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

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page|31


http://www.pefa.org/

Evaluation of PEFA Programme 2002010: Final Report 2010

39.

40.

each assessment. While the data cannot be seen as comprehensiveit 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 Governmentled PFM

refor m. However, t he noti on of 0coll aborationéo
examination. For exampl e, the PEFA Secretariato:
(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 fothe

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 @ss through the
Secretariatds QA process, there has probably been
substantively engaged group of collaborators. However, it also seems likely that there are

sharp differences in practice between those assessments ingle and outside of the

Secretariatds QA process, with the | atter more |

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 program me 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 years7.

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 subsequet 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 reportalpished), 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 repats 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 rankingsg. Moreover, the PE-A Rartners reported that

the use of PEFA assessments was a lonrgtanding practise (since 2005),which was

becoming increasingly formalised in internal processes and requirements.

In interviews, with other agencies, IDB and USAID both confirmed their reguar

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 ale advised of their regular use of PEFA

assessments as part of the monitoring of PFM reforms, notably in the Pacific

islands. Theyalso 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 Secretaria(August, 2010)Sur vey of PEFA Partnersd 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 publicati on rates. However, with other
stakeholder groups 0 notably with governments and CSOs 0 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 AssessmentStudy (Mackie & Caprio, January 201) reported
that, 6t he Study provided | PBFA bssessmenisdence 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 s0.? While the
coverage of assessments in LICs, MICs and HICs has been in excess of targets, and dwon
collaboration in PEFA assessments was judged to be on target, the signs of success that can bg
identified against each of the other result areas are tempered by the presence of negative trends.
Where there are weaknesses in performance, limitations on te 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 beloperformance 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 Performanceécross 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 asgssed by October 2010.More than half of
the countries assessed by the end of 2007 hadhad repeat assessments by October 2010: thus
a majority of the countries with knowledge and understanding o f 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 Performancéor
the most part, PEFA assessments were avable 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 Ill), 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 adve 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 frameworkantinue 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, thiis a
very serious observation. Quality assessment by the PEFA Secretariat of concept notes ang
draft reports was seen as a major determinant of the quality of assessments. Yet, only 71% of
draft PEFA assessment report@and 34% of concept notes/TORs hadbeen 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
Secretari at @sce procesdthere jas prabably been a tendency towards a smaller
but more substantively engaged group of collaborators.

Result 6: PEFA assessments utilised by all stakeholders: Weak Performance Stakeholders
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 isevidence of
extensive use of PEFA assessments by different donor agencies, particularly the PEFA partne
themselves. However, with other stakeholder groups & notably with governments and CSOs d
lack of access does appear to be a constaint. The 2010 Impact AssessmentStudy (Mackie &
Caprio, January 201} repo r t ditte: evidince of any impact of PEFA assessments beyond

centr al finance/ planning ministries. d

2.2 Relevance of the PEFA Programm

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 harmo nisation 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 Pogramme can probably be grouped into four: a)

the PEFA Partners themselves (Steerg 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 irstitutions of partner countries and d) Civil Society Organisations,
at the national and international leve Is, 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 frameworkemains relevant and so long as the

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

48. For the PEFA Brtners themselves, the relevance of the PEFA Assessment Frameworkests

on three inter-dependent functions:

a) As a developm ent tool : the use of the PEFA Framework as #FM 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 eff ectiveness: the use of the Famework 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 isapplied 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 laboursaving first
fiduciary risk assessmen (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

0 The evaluators were not ableiterviewGAVI, the Global Alliance for Vaccines & Immunization,
but we are ware that their financial management assessments foibeasidl programmes (as
opposed to irkkind programmes) make extensiveed PEFA assessments wierailable.
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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, evidencebased dialogue on PFM to inform reform strategies,
and the related decisions on Budget Support. Nevertheless, it is clear tha 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 & 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 Countrieswith more familiarity
with the framework, two characteristics are especially valuedd 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 experiencewith HICs suggests PEFA assessmentre
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

" The interlocutors from the Rwanda Government were especially clear on these twipbines
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 viewthat an
additional,mor e si mpl i-fredndbgdtfeweemat 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 hasmade a significant contribution to harmonisation and aid
effectiveness through its role as an instrument of harmonised engagement on PFM issues
with partner countries. Snce 2004, the PEFA Programme has devoted the bulk of its
efforts into establishing the PEFA Framework as the standard diagnostic instument to be
used in assessing PM functionality and into producing, as a consequencea 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 d past or present

8 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 Bankd s C F Athe | aMFdéissal ROSC.
The reduced numbers of Fiscal ROSCs in recent yearsnow 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 12), but it seems highly likely that there would have been
greater demand for Fiscal ROSCs in the absence of the PEFA Framewor8ince 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

12 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"ofe8y, 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 assembléar 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 CFAAsper year are now undertaken, as

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

56. Notwithstanding the reduced numbers of CFAAs aml Fiscal ROSCsindertaken over 2008

0 2010, it is clear that overall the number of diagnostic instruments has increased. This

includes both an i ncr edswen dlnfoctsédeon specifichaspectso f o dr i | |

of the PFM system (such as the Debt Management Performance Assessment toold

DeMPA; the Methodology for Assessment of National Procurement Systems - MAPS, and

others) and systemwide tools, such as the Commonwealth Secretaria 0 s PFM Self

Assessment Tool (CPFMSAT) 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 OECDDAC Task Force on PFM(Mackie, October 2010)

provided an inventory of these tools, concluding that th ere is without doubt an increased

number and t hat 6t heir devel opamanaed byhdewelopment n poorly

partner s, international agencies and phrobf essi onal

these findings.

57. The stocktaking study al so concludes t hat
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 diag nostic work being
under t aken. & St tetms, dhis istatemenh is 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 coutry. 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 remaired 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.13 Similar survey
work would need to be undertaken in a wider range of coun tries 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.62@ttktaking 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 signifiead net reducidn inahe @dmount of PFM diagnostic
w o r Ktide 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 processeswhich ostensibly
cover the same ground 8 such as the PEFAassessments 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 Goernment-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 assessm#s
provided highly useful information for fid uciary 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 donors® own

additional processes.

To conclude, we do not interpret the increasing humber 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 hamonisation. 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?
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¢) 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
guestions 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 d for
example, in the context of the OECD-DAC Task forceon 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 rde of the

OECDDAC Task Forceon PFM to promote such efforts.

62. We repeat, however,o u r positive evaluation of t he
core mission to the harmonisation and aid effectiveness agenda. We havefound that the
programme has been succesful 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 asessments

The consistency of the Programme with country level demands;

63. The PEFA Programme haghree 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. 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 islimited. 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: &Contributions 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 lll| 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 participati on in the
OECDDAC Task Forceon 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 assessmentd) to develop a drill-down tool

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

65. Clearly, the Pogramme does support ownership and alignment in indirect ways. The
guidance materi al on the PEFA framewor k, the trai
all aim to enhance Government ownership of the PEFA assessments themdees. 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 dependant 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.

66. To conclude, t he PEFA P obalgobjectiveseales congstent with concerns
expressed by many governments for greater ownership of PFM reforms and stronger
alignment of donors to partner government s refo
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 & 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 eerogpinmeld s obbji eatsi ves

comparative advantage lies in the establishment of a common, credible pool of
information. PEFA assessments proceed from a standard set of indicators, withan
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 assessmentsand their accessibility, this global

objective has largely been achieved during Phase Il

68. In respect of the first two global objectives, the programm e has less of a comparative
advantage. Both of these relate to in-country processesthat are driven by stakeholders 6
governments and development agencies, over which the PEFA Rsgramme has only an
ar mds infuencet REFA as a global programme, can contribute to these country-
level processesby providing a common pool of credible information, and by providing
guidance on the mechanisms through which the PEFAAssessment Framevork 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 PEFApartners and its participation in various events to keep
track of changes in PFM theory and practice. These various feedback streams have ledto
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 Rrtners, all of whom were involved since the first phase of the
programme. The direction of the programme is therefore determined by the pers pectives
and needs of the PEFA Rrtners, 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 ¢, there is a riskthat 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 ofadditional

and overlapping instruments that mi ght compete with PEFA.

71. Secondly, the Secretariat operates with limited capacity, which is largely focused on the
assessment of concept notes ard 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 Con clusions 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 Partnes, 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 laboussaving first fiduciary risk assessment is an important
driver of relevance. For many Governments, a lack of full awareness of the scope ang
potential of the PEFA assessment framework remains an issue. For CSOs, the awarene
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 evauation 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 nstruments after the introduction of
the PEFA. tl 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 ol
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 countr y-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 havebeen 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 Progra mme in addressing its global objectives ;
Weak PerformanceOfthe P r o g r asrthmee global 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 throu gh 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 output s 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 prograame spending on human resources have

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

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

allocated budgets. There was significant undeutilisation 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 2008/9a  nd 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 pragimeetc) 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 assesment 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

SourcelPEFA 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 sgnificant 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 r eports). 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. 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 governmentofficials 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 Secretariatmembers in various international processes provides backing for the
instrument and its use.

79. The one set of activities, which is clearly less coherent is the one which is least well
defined and, perhaps as a consequence, dramatically undefrspent, namely Output 7:
0 Cont r itbenhancechceuntry ownership and improved alignment and coordination
of donor support 6 . The intention was that, through thi
Secretariat would provide support to the PEFA Partners in their actions to enharce
country ownership and promote alignment. Our understanding is that no concrete
activities were initially planned and that very few have been identified during Phase Il
This is by no means surprising, especially given the limited influenceof the Secretariat in
respect of what occurs at country level 8 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 Progaimme 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 thekey 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 d 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, d evelopmental 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 assisance 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 Y 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 Con clusions 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 spe cific
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 website; (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, wheratipnally 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 constitugs a potential conflict of interest under World Bank rules.

Fiscus Limited and Mokoro for the PEFA Steery Committee; July 2011
Page|53



Evaluation of PEFA Programme 2002010: Final Report 2010

processes provides backing for the instrument and its use. The one setof activities, which is
less coherent is the one which is least welldefined 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 toanalyse more precisely how the PEFA Progranme 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/illnesses 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 cr iteria, which we
consider together :
A The technical capability to sustain Programme gains,
A The financial capability to sustain Programme gains
A The readiness of existng 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
assessorsand stepping up the coverage of concept note and rep ort 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 applicat ions of the PEFAto 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 necesary 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 il 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 ncreasing (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, he 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 increasesor if it is asked to
perform additional functions the Secretarnat will need to grow. The clear need is for an
increase in permanent technical PFM capacity, supplemented byan 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 o verall 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 manae 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 rpvide 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 functiona | 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 redu ce

their own influence over its future development.

91. There is a potential short-term risk to sustainability arising out of the fact that Phase IlI
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 a nd 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 necessarytoputn pl ace some sort

arrangement, in order not to delay the recruitment process for the new Head of the

Secretariat.

Box 4 Summary of Evaluation Con clusions 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 hig h 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 wok 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 br 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, countryled programmes of
PFM reform; (ii) to coordinate donor support for those programmes in a manner ali gned
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 appr opriate
arrangements. Thus,11 countries have been covered through the programme of country
visits and reports, as compared to 14 initially planned 15 (See Table 11.) However, the
insights obtained were supplemented by observations made through participation in the
PEMPALconference in January 2011, where 16countries 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
Bankds recent conference on evaluation of

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

'3 1t 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 undertalen in 2007 (Betley, 2008) provided some evidence of
PEFA having had an inpact 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 bythe 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 assessmentslt 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, he 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 fom the summary of the Country

Reports presented in Table 12.

Table 12: Impact of La test PEFA Assessments in Case Study Countries

Criteria Low Income Countries Middle & High Income
(to assess quality of (Benin, Burkina Faso, Kenya, Countries
adoption of PEFA Rwanda, Uganda) (Brazil, Costa Rica, Peru, South
assessment framework Africa, Switzerland, Tunisia)
at country level)
Extent of Government In Burkina Faso and Uganda, Strong lead by Donors in all
engagement in PEFA Government directly managed | countries, sometimes based on
Management process most recent PEFA assessments, extensive lobbying of Govt
In Benin and Rwanda, very over 1-2 years prior to PEFA,
actively involved. but Governments actively
In Kenya, perceived as a donor | involved once decision taken
led process to proceed. (less soin South
Africa)
Quality of Donor Active Donor collaboration In Costa Rica, Peru, Tunisia
Collaboration within with all agencies involved in strong collaboration across 3
PEFA PFM work and budget Support | lead donors (EU, WB and IDB/
AfDB). In Brazil WB lead, in SA
EU lead.
Quality of the PEFA assessments all Quality of PEFA Assessments
Assessment process considered to be of high was a major factor in gaining
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quality confidence of Governments,
after initial scepticism.
Quality of the Al 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. Followup in Kenya
less clearbut 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, Switzdand. 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. Followup by
IDB expected in Costa Rica.

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

Generally limited but in BF,
Centre ddlnforn
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
Switzedand 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 u p actions to strengthen PFM.

97. The two exceptions were Costa Rica and Kenya. In Costa Rica, smaltale changes to

procedures were reported to have been introduced, based on ideas shared with
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technicians during the assessment process but more substantial eforms 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 gover nment 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 Countriesin 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.

98. 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.

99. For these and other Low Income Countries, two attributes are especially valued 8 the
objectivity of the PEFA assessment framework combined with its ability to allow
comparisons over time, which creates a stonger 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. 17 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
systemwide 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 attentio n to weaknesses, which had not been fully perceived because

'8 100f the 12 participant countries at a recent AfDB seminar on the evaluation of PFM reform (May
2011) were largescale Budget Support recipient countries for whom the periodic use of the PEFA
is now effectively institutionalized. All the representativesdhapoke 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 applicatufithese concerns.
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systematic efforts at international benchmarking had not previously been undertaken 18
However, corrections to these weaknesses were put in place relatively quickly and did not
demand system-wide PFM reform. Thus, the PEFA framework wasdipful 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 d 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 assessmenframework in
these ways. We also understand from interviews with the IMF that the se 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 agrowing trend for MIC governments to use the PEFA
framework to assess subnational governments. Amongst the case study countries, this

has happened in Brazil and is planned in Peru and South Africad 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 countryled 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 Programmaes 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 deve lopment impacts now than at the time of the

2008 Impact assessment?AVhat 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 apparei we aknesses o highlighted
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

stresseed 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

assessmentalso highlighted t he i mportance of a number of Oproce:
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, nearlyall scored well against these criterig
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 wepreceded 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 Aacountability Committees of Parliament, etc)lg. 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 It seems that in Uganda, there was a conscioust édftearn 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.  Inthe 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 mpact of PEFA assessments
However, we suspect that even if quality was not explicitty 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 uponin
several countries. Ina number of cases, the assessment teamshave 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 t o 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 aobservations 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 hadimited itself to
activities which impact only indirectly on the quality of country ownership and the degr ee
of alignment of donor support. Yes, he PEFA Programme must work at at
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 progr ess in the PFM system over time.

In 9 out of 11 case study countries, as a consequence of the PEFA assessments, governmeni
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 highincome 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 LICgovernments to use the PEFA framework to assessub-
national governments.

There is substantial evidence that the conduct of the PEFA process has been consideably
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 Secretariatf ihas 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 sustamability of the
current structure and its suitability going forward requires a wider consideration of future

options, which we address in chapter 3below.

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 Ill.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 beenlost 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 Committee is limited to Development Agencies only: it i ncludes no professional
bodies d such as INTOSAI or IFA® no NGOs, and perhaps most significantly no non-

OECD Government representatives, who could effectively be said to represent the core
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users of the PEFA framework. Moreover, it includes only a small amber 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 a nd consistency. The PEFA t8ering
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 1ike
nomi nated O0trusteeso, known to have a shared
and who are trusted to provi de 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 OECEDAC
Task Force on PFM. With all of the Steering Committee members being OECBEDAC
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members or observers and several also being actie members of the Task Force, thiswas
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 wuld 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 stakeholderswho are not members of the
Task Force eitherd notably the non-OECD goverments 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 decisioamaking 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 quié 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 OECBDAC 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 0 o u t of Tot oucho.

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 Pdners 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 isutilised
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 notconsidered. Simply for reasons of damage
limitation, it would be helpful to have a more inclusive structure, where potential
new OPartnerso might hatthevery lesst, te gx@esstheir o j oi n  a |
opinions. If not, those feeli ng o0 e x c | udreadmo tme gahltt er nati ve obr e
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 rtelatiorship§ where accountability is
compromised and to ensure that there is regular new blood and new ideas .
These same arguments apply to the PEFA Steering Comiittee: 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 stakehol ders 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

2 We stress that there is no evidence in the past of atatuility 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 oppor tunities 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 Steeing Committee of seven fixed members has not proven a constraint in the
past 8 and has probably been an advantage in efficiency terms, there arerisks 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 0 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. Thirdly, so as to bring in new members and avoid the
possible problems of management by an unc hange d a dnethod iod 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 anc
focused attentio n 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 OECBDAC Task Force was a useful consultative framework, it wa 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 succes of the PEFA Programme to date. h future this may change as the relative
importance that should be given to engaging new stakeholders will certainly increase and the

continued legitim acy 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 6 a reference group 6 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 ma nagement by
an unchanged o0cl ubéd, a method for peri 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 hies
examination of effectiveness and efficiency in sections 21 and 2.3, andthe implications of
our conclusions are fully discussed in chapter 3 We therefore focus on the question of

the Trust Fund covenants

122. The PEFA MultiDonor Trust Fund is currently in its third extension, aligned to the
third phase of the PEFA Programme. The extension ends on 31 December 2011The Trust
Fund agreementsannex 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, BRAD and the EC) with the Bank. Notable

provisions concern:

-The management of the Trust Fund in accordance withWorld 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 th e Trust Fund as PEFA activities;

-Limits on the activities to be funded: only activities outlined for the 8 outputs in the
Phase Il document may be funded: a list of 38 activties 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 B ank;

-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 fin ancial, 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 governanc e 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 governanc e arrangements. Reporting
against Trust Fund resourcesand on the PEFA programmedid 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 forwardlooking 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 aresoundingly
positive one. The PEFA Programmehas succeeded in creating a credible framework for
the assessment of PFM functiaality, 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
assessmentframework 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 & 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 sli ghtly 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 stakeh olders 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 0 at least for those assessmentswhich passthrough t he Secr et a¥.iatds QA
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 who le 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 otiis problem cannot be overstated:

A Every one of the PEFA partners inteviewed raised quality of PEFA assessmentss a
concern.
A The three other Development Agencies interviewed & ADB, IDBand USAIDalso raised
quality as a concern, as did he 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 nt be systematically compared to earlier
assessments. 30 % of the indicators reviewed in the comparative assessments
retained could not be compared, often due to

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 gdcture has changed: amongst the country case studies
undertaken for the evaluation, 9 out of 11 countries showed evidence of governments
using the PEFA frameworkto take control of their PFM reform age ndas. In 4 out of 5 of
the Low Income Countries in the sample, as well as inothers on which information was

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

2L As noted above, amongst assessmentspassing ough t he Secretariatds QA pr
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 areomapliant, one should
remembethat 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 dialoge with Budget Support
donors. In Middle Income Countries, the PEFA famework 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 frameworkto enhance country ownership

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

130. Yet, there is a sense that there is insufficient knowledge of these successesEven 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 & th e 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 issudzven 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 reither in 2008/09
nor in 2009/10 were any activities executed under Component 7, whose objective was to
d0contribute to enhanand tnpravedwlighnient & ccoordimatiantofi p
donor support to PFM. 6 Whi |l e there may haveordosidenngl 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. Secifically,
we would recommend that networking, communication and dissemination programme s
should be devised aimed at:

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

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

2 For example, this was true in each of the 6 MICs within the sample of 11 country studies.
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132.

133.

competing diagnostic frameworks and increasing the harmonisation of

donor efforts in support of Government -led PFM reforms.

Finally, with the PEFA brand well established and with the numbers of repeat
assessnents 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 researchersneed to be encouraged to use the PEFA common infamation
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 reformswork. The PEFA Programme needs to gear itself up to maximise the

value of this resource.

In summary, much has been achieved to date the Programme as a whole has
performed efficiently and e ffectively. 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
addressthree 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 PEFAassessmentframework 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 wdl 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

134.

Programme

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 po ol 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 devedopment of the different countries of the world, and,
notwithstanding the progress made during Phase lll, 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 th e 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 tyassdrance geguirdments. 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 actal
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 Phaseslll of the Programme,

t he | iae ofdhss 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 6fERA 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 iscansortium of several development agencies.
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of the PEFA initiative is in factdmainstreameddwithin the country and programme funding

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

smal | number of governments. What is lisebael | ed the
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 d 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 managemen t and delivery of this wider programme suggest

themselves:

A The of ul leya rmeadi6n spimpwhichotimere 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 The funding and undertaking of PEFA assessmery;
0 The quality assurance for those assessments;

o Training in the use of the PEFA framework;

o Dissemination of PEFA results and experiences;

o Development of the PEFA framework;

o0 Maintenance of the PEFA database.

A The ol anagelsy r e a roa did whichpthere would be a small PEFA
Secretariat, financed on a fee for service basisto undertake a small set of core
6mai ntenance6 and quality assur gthowh functi ons
a fee charged to the Development Agencies and governments financing PEFA
assessments. The division of functional responsibilities would then be as follows

0 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;

0 Quality assurance forassessmentsdevelopment of the PEFA framework,
and maintenance of the PEFA database would be undertaken by the
PEFA Secretariat, financed through a fee levied on each PEFA

assessment undertaken
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A Thecurrent , 0 hy br,indvbich there woaldhbe a moderately sized PEFA

Secretariat, with a relatively broad

training support, and dissemination functions on the PEFA framework, financed

directly by the PEFA Partnes, with Development Agencies and governments

financing PEFA assessments and training activities. This prevailing division of
functional responsibilities could be categorised as follows:

o 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 forassessments; deelopment of the PEFA framework,
maintenance of the PEFA database and some of the dissemination of
PEFA results and experienceswould be undertaken by the PEFA
Secretariat, financed directly by the PEFA Partners through a Trust Fund

arrangement.

A The 0o Pr & j aomtin which there would be a large PEFA Secretariattaking
full responsibility for all of the functions of the PEFA Programme & including the
undertaking of PEFA assessments, under a project financing arrangement
provided by the PEFA Partners. This woul necessarily entail an open tender
process, in which companies or consortia would be invited to bid for the PEFA

contract on a periodic basis.

139. We would assess the advantages and disadvantages of each of these options as
follows:

A The oful |y maoptiors,thas ¢ha obeiausadvantage of spreading the
financing responsibilities for the PEFA Programme across a wider set of
stakeholders than the current PEFA Partners. It alsp 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 tortinuBdedEvRlopPenpofthea mme

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 th is 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 0l ameagien syt r e a me d dwould hold essentially the same
advantagesastheo f ul |l y mai nstreamedo6é 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 0 h gab the major amvartage 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,
O6mai ntenance® and ot threugh tlieuPEFAtProgrameme &ndnanc 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, alloving 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),

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 resporsibility between the
Secretariat and the PEFA PartnersA 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.

The o0pr oj e dolds the advaintage 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 nhumerous than the

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

%The

AAi d Delivery Methodsd contract managed

template for this type of contract. USAID have also in the past contracted specific academic
consortia with develoing and disseminating the use of National Health Accounts. Various
Development Agencies have framework contracts for specific types of evaluation contracts.
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140.

141.

142.

Issues of continuity would also arise, as the requirements of competitive

tendering would necessitate periodic changes in the project management team.

In summary, we consider that there are strong arguments for remaining with the
current ohybrid optiono. Quite apart fr,dm
holds the major advantage of combining opportunities for governments and
development agencies to directly finance PEFA assessments and training, allowingdr 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

bei

ng

responsibility of oguardiansdé of tetarmtit$elf. a mewor k,

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 0 the voluntary nature of the quality assurance process, the potential for certain

functions (such as outreach and disseminati on)

the Secretariat, and therelatively limited engagement of stakeholders other than the PEFA
Partners in the funding and ownership of the PEFA Framewak. 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.

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
Omai nt enanc e 6ssuancd fungtiores| thetcgmpamative 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 Partners6 institutions whi
these functions (eg. PEFA training, PEFA dissemination angromotion 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 ogramme. While the core
business of promoting high quality PEFA assessments is likely to ontinue to dominate the
budget & 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 ths

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 be nchmarking 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 sysems, 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 wé as on a growing body of
international research on PFM reforms™.

145.  For Phase IV 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 appragsiafene
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 thight reforms, which in turn impes an emphasis on monitoring, learning
from mistakes and finrtuning of reforms.
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(i) The achievement of a (geographically) expanding programme of PEFA
assesments®®, 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

(i) The maintenance of a common PEFAdata-base on PFM performance.

146. Thus, we recommend moving the Ocommon pool of
Global Objective to a Programme Result, where it more properly belongs within the
intervention logic. Secondly, we recommend supplementing attention to the common
PEFA database with a new Programme Result, namely a shared information pool on the
use of the PEFA frameworkat 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 takeup 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 V.

147.  Five sets of activities are proposed, the first three corresponding to Programme result
(). 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 whic h these activities are funded and managed directly by the
PEFA Secretariat as opposed to being funded directly by one of the PEFA Partnes, or
from other sour ceesd, aacst iavid npabichiagbeest amesagedsfor
many activities within the training strategy. There are alsooptions 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)

% 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 PEBsnaese
framework. Nevertheless, an increasing proportion of assessments should be Repeat Assessments.
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Figure 7: Potent ial PEFA Phase IV Programme Performance Framework

ACTIVITIES IMMEDIATE OUTPUTS PROGRAMME GLOBAL DEVPT.

a)

b)

c)

Quality Assuranceof PEFA assessments
- Review of ToR6Concept Notes
- Review of draftPEFA reports
- Review of Final PEFA reports

Methodological Refinement
- Finetuning ofnationalframework
- Field manual for national framework
- Finetuning of SN framework
- Field Manual for SN famework
- Notes on nofPEFA drill down tools
- Guidance note on moving from assessments to reform plan:

Training
- Updating ofTraining material
- Training of Trainers
- QA of 3%party courses

Dissemination& Promotion of Networking
- PEFA websitéblog, brochurest materials
- Documenting oPEFA success storids 61 essons
- Regional experience sharing workshops
- Support to PEFA Reference Group
- Support to PEFA Steering Committee
- Conference presentatioas3® party events
- PEFA particpation in OECD DAC Task Foeon PFM

Maintenance of PEFA Database & Promotion of Research
- Publication of PEFA Reports
- Maintenance oflsared database on PEFA scores
- Enhancement of PEFA database
- Promotion of Annual Research Event on PFM reform
- Annual Monitoring reports
- 3-yearly Reprt on impact
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Table 13 Recommended Programme of Activities for P EFA Programme

Proposed Phase IV Activities

Numbers of Activities

C. Common PEFA
Data-Base on PFM
Performance

Explanatory Comments

Potentialf or 0 Ma i n ®rfar

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 couldbe
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

0 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 Mai n ®rfar

Anticipated

events per year

Slower scaling Up
control.

Dissemination & Promotion of Networking

o PEFA website/ blog, brochures &
materials

o Documenting of PEFA success stories
& 0l essons | ear ne ¢

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 &
communication s specialist envisaged

Envisaged in currentcommunications
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 o0 Mai n ®rtfar €

Anticipated
papers

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

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

Slower scaling Up
start in Year One, but certainly by
Year 3 (2014). Funding of research
event and/or of research promotion
as a whole cauld 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 danor 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 praesses remain voluntary.lt is
therefore essential that, in order to protect the quality (and therefore the sustainability) of
the PEFA brand, aset 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 assessmets 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 processverified by the Secretariat would be issued
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witha oOqual it yThs wauld spedifyctlRetnatude of the QA process applied and

woul d document the Secretariatds 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 on & me wduld e istraduced, where readers would automatically

begin to view a PEFA assessment without a Secretariat certificate as a aub-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 Secretartashould introduce a 3 step quality assurance process :

o 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 assessmest 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 sutmational) 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 heir
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 n agreei.l
indicators which has recently been concluded, the December 2009 Steering Committee
recorded that ©6the meeting converged towards agr ¢
the short term, while acknowledging the likely need for a major overhaul in the medium
ter mo. The e wade toanderstasid thaethiseremains 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 ensurfdhet hat t he
0goodo. As weat thaay goint:io this cevaluation, the PEFA asessment
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 database 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 o
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 seento be giving substantively misleading or inaccurate assessments of the
relative quality of specific aspects of the PFM system.As far as we are awae, there are no
substantiated examples of the latter 8 that is of specific indicators leading systematically
to misleading assessments. There is one indicatord PF23 (Availability of information on
resources received by service @livery units) which we would suggest does not in practise
measure weaknesses, which are of real relevance. This is becausery few PFM systemsd
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 PF23 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 mixesofdii nd and cash payments, making
processo from budgets to actual expenditures anyt:Ht
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