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The Development Assistance Committee (DAC) Working Party on Aid Evaluation is an international forum where
bilateral and multilateral development evaluation experts meet periodically to share experience to improve evaluation
practice and strengthen its use as an instrument for devel opment co-operation policy.

It operates under the aegis of the DAC and presently consists of 30 representatives from OECD Member countries
and multilateral development agencies (Australia, Austria, Belgium, Canada, Denmark, European Commission,
Finland, France, Greece, Ireland, Italy, Germany, Japan, Luxembourg, the Netherlands, New Zealand, Norway,
Portugal, Spain, Sweden, Switzerland, United Kingdom, United States, World Bank, Asian Development Bank,
African Development Bank, Inter-American Development Bank, European Bank for Reconstruction and
Development, UN Development Programme, International Monetary Fund, plus two non-DAC Observers, Mexico
and Korea).

Further information may be obtained from Hans Lundgren, Advisor on Aid Effectiveness, OECD, Development
Cooperation  Directorate, 2 rue André Pascal, 75775 Paris Cedex 16, France. Website:
http://www.oecd.org/dac/eval uation.




EXECUTIVE SUMMARY

1. Public sector reformsin the OECD countries

During the 1990s, many of the OECD countries have undertaken extensive public sector reforms in
response to economic, socia and political pressures. Budget deficits, structural problems, growing
competitiveness and globalization, lack of public confidence in government, and growing demands for
better and more responsive services and for more accountability have all been contributing factors. Often,
government-wide legisation or executive orders have driven and guided the public sector reforms.

While there have been variations in the reform packages implemented in the OECD countries, there have
been many common aspects. For example: the focus on performance issues and on achieving results; the
devolution of management authority and responsibility; an orientation to customer needs and preferences,
an emphasis on participation and teamwork; the reform of budget processes and financial management
systems; and the application of modern management practices.

2. Results based management

A central feature of the reforms has been the emphasis on improving performance; that is, on ensuring that
government activities achieve desired results. Performance management, also referred to as results based
management, can be defined as a broad management strategy aimed at achieving important changes in the
way government agencies operate, with improving performance (achieving better results) as the central
orientation.

A key component of results based management is performance measurement, which is the process of
objectively measuring how well an agency is meeting its stated goals or objectives. It typically involves
several phases. e.g., articulating and agreeing on objectives, selecting indicators and setting targets,
monitoring performance (collecting data on results), and anayzing and reporting those results
vis-avis the targets. While performance measurement is concerned more narrowly with the production or
supply of performance data, performance management is broader. It is equally concerned with generating
management demand for performance information -- that is, with its uses in management decision-making
processes and with establishing various organizational mechanisms and incentives that actively encourage
its use. In an effective performance management system, achieving results and continuous improvement
based on performance information is central to the management process.

3. Results based management in the donor agencies

As has been the case more broadly in the OECD country public sectors, the development co-operation or
donor agencies have faced considerable external pressures to reform their management systems to become
more effective and results-oriented. "Aid fatigue", the public's perception that aid programs are failing to
produce significant development results, declining aid budgets, and the government-wide reforms have all
contributed to the donor agencies recent efforts to establish results based management systems.

This paper focuses on the experiences and approaches of the donor agencies with establishing results based
management systems. It is based on a document review of selected donor agencies with the most
experience, including five bilateral and two multilateral agencies: USAID (United States); DFID (United
Kingdom); AusAID (Australia); CIDA (Canada); Danida (Denmark); the UNDP; and the World Bank.



Thus far, the donor agencies have gained most experience with establishing performance measurement
systems -- that is, with the provision of performance information -- and some experience with externa
reporting on results. There is less documented experience with the actual use of performance information
for internal management decision-making.

Results based management and measurement processes take place at three key organizational levels within
the donor agencies. The first level, which has been established the longest and for which there is most
experience, is at the project level. More recently, efforts have been underway in a number of the donor
agencies to establish country level systems, usualy implemented by their country offices or operating
units. Moreover, establishing performance measurement and management systems at the third level -- the
corporate or agency-wide level -- is now taking on urgent importance in many donor agencies as they face
increasing public pressures and government-wide mandates requiring annual reporting on agency-wide
performance and results.

4, Phases of results based management
Key elements or phases of results based management include:

i. Identifying clear and measurable objectives (results), aided by logical frameworks.

ii. Selectingindicatorsthat will be used to measure progress towards each objective.

iii.  Setting explicit targets for each indicator, used to judge performance.

iv.  Developing performance monitoring systemsto regularly collect data on actual results.
v.  Reviewing, analyzing and reporting actual results vis-a-vis the targets.

vi. Integrating evaluations to provide complementary performance information not readily available
from performance monitoring systems.

vii. Using performance information for internal management accountability, learning and decision-
making processes, and also for external performance reporting to stakeholders and partners.

The first three phases generdly rdate to a results-oriented planning approach, sometimes referred to as
strategic planning. The first five steps, together, are usualy included in the concept of performance
measurement. All seven phases combined are essential to an effective results based management system.
Thus, integrating complementary information from both evaluation and performance monitoring systems
and ensuring management's use of this information are viewed in this paper as critical aspects of results
based management.

5. Other components of results based management

Other reforms are often associated with results based management systems. Frequently, these other
components act to reinforce or facilitate the use of performance information. Some of these organizationa
changesinclude:

e Accountability -- instituting new mechanisms for holding agency managers and units
accountable for achieving results at appropriate levels.

e Decentrdization -- delegating authority to the management level accountable for results, and
empowering them with flexibility to shift resources to better performing activities.



e Client focus -- consulting with beneficiary groups concerning their preferences and satisfaction
with goods and services provided, and being responsive to their needs.

e Participation and partnership -- involving partners and stakeholdersin al aspects of performance
measurement and management processes, and seeking greater harmonization of efforts.

*  Reformed operational policies and procedures -- instituting new policy and procedural directives
aimed at changing the way the agency conducts its business.

e Supportive mechanisms -- assisting managers to effectively implement performance
measurement and management in various ways, such as providing training, technical assistance,
performance information databases, guidebooks, tips and best practices series.

e Cultura change -- equally important for successful results based management is transforming
the organizationa culture -- that is, the values, attitudes and behaviors of its personnel.

6. Special challengesfacing the donor agencies

Because of the nature of development co-operation work, the donor agencies face specia challenges and
issues in establishing their performance management and measurement systems. These challenges are in
some respects different from, and perhaps more difficult than, those confronting most other domestic
government agencies. This can make establishing performance measurement systems more complex and
costly than normal. For example, devel opment agencies:

e Work in many different countries and contexts.

«  Haveawide diversity of projectsin multiple sectors.

e Often focus on capacity building and policy reform, which are harder to measure than direct
service delivery activities.

¢ Are moving into new areas such as good governance, where there's little performance
measurement experience.

¢ Often lack standard indicators on results that can be easily aggregated across projects.

« Areusualy only minor actors affecting impacts, with consequent problems in attributing them to
their agency’ s activities.

e Typicaly rely on outcome and impact data collected by partner countries, who have limited
technical capacity and resources, with consequent quality, coverage and timeliness problems.

In particular, these factors can complicate donor agencies efforts to aggregate and report results across
projects and programs to higher organizationa and agency-wide levels.

7. Perfor mance measur ement at the project level

Performance measurement at the project leve is concerned with measuring both a project's implementation
progress and results achieved. i) Implementation measurement is concerned with whether or not project
inputs and activities are in compliance with design budgets, workplans, and schedules, whereas ii) results
measurement is concerned with whether or not actual results are achieved as planned. Results are usually
measured at three levels — immediate outputs, intermediate outcomes and long-term impacts. While
traditionally the development agencies focused mostly on implementation concerns, as they embrace



results based management their focus is increasingly on measurement of results. Moreover, emphasis is
shifting from immediate results (outputs) to medium and long-term results (outcomes, impacts)

Measuring performance at the project level can be divided into five phases, as briefly outlined below. The
donor agencies stress the importance of participatory or collaborative approaches in all phases of
performance measurement — that is, involving not only donor agency project managers but aso
representatives from the implementing agency, the partner government, the intended beneficiary groups,
and other stakeholders. This helps build agreement around the project's objectives and commitment to the
performance measurement process.

7.1 Formulating objectives

As part of project planning, the project's objectives should be clarified by defining precise and measurable
statements concerning the results to be achieved (outputs, purpose, and goal) and then identifying the
strategies or means (inputs and activities) for meeting those objectives. The project logframe is a favorite
tool used by development agencies for conceptualizing a project's objectives and the strategies that will be
used to attain them. The logframe is typically based on a five-level hierarchy model with logical cause-
effect relationships among them, with those at the lower level of the hierarchy contributing to the
attainment of those above. Thus, inputs are used to undertake project activities that lead to the delivery of
outputs (goods/services), that lead to the attainment of the project purpose that contributes to project goal.

7.2 Selecting indicators

Next, performance indicators are selected for measuring progress in implementing activities and in
achieving results. The logframe provides a multi-level structure around which the indicators are typically
constructed. Indicators specify what to measure along a scale or dimension in order to gauge progress (e.g.,
number of workshops held, percentage of farmers attending demonstration sessions, crop yields, etc.). The
relative importance of indicator types is likely to change over the project's life cycle, with more emphasis
on input and process indicators at first, then shifting to output, outcome (purpose-level), and impact (goal-
level) indicators later on as the project matures. Also, different management levels tend to place emphasis
on different indicator types. For example, project field staff will find input and process indicators of most
use, whereas project managers will be more interested in achievement of project outputs and outcomes.
Senior agency officials will be interested in the longer-term and broader social and economic impacts of
the project, which may not be evident until after the project is completed. These different intended uses and
users need to be kept in mind when selecting indicators.

Many of the donor agencies have devised checklists of criteria against which proposed indicators can be
judged and selected. For example, some commonly used criteriainclude:

e Vadid-- Doestheindicator directly represent the result it isintended to measure?

¢ Objective -- Isthe definition precise and unambiguous about what is to be measured?
* Redliable -- Isthe data consistent or comparable over time?

e Practical -- Can data be collected easily, on atimely basis and at reasonable cost?

e Useful -- Will the data have utility for decision-making and learning?

*  Owned -- Do partners and stakeholders agree that this indicator makes sense to use?

Tradeoffs among these indicator selection criteria may exist. Probably the most important, overarching
consideration is that the indicators provide managers with the information they need to do their job. While



indicator data should be of sufficient quality to be credible and ensure the right decisions are made, it also
needs to be practical - timely and affordable. The number of indicators selected should be limited to the
minimum needed to adequatdly capture the key dimensions of a result. Keeping the performance
measurement system simple will avoid overburdening managers and staff with unnecessary data collection
responsibilities.

7.3 Setting targets

Once indicators have been identified, actual baseline values should be collected for each indicator, before
the project activities get underway. This will be important for gauging whether progress is being made
later. Often agencies also set explicit targets - that is, a particular value for an indicator to be accomplished
within a given timeframe (e.g. contraceptive prevalence rate will be increased to 65% by 2003.) Targets
help clarify exactly what needs to be accomplished by when. It represents a commitment and can help
orient and motivate project staff and mangers to the tasks at hand.

A natural tension exists between setting targets that are high enough to make project managers and staff
stretch to achieve them, and yet low enough to be redlistic and achievable. If they are set unreadlistically
high and unattainable, confidence and credibility will suffer and may even set in motion perverse
incentives to hide or distort the figures. Any information that helps to ground a target setting exercise and
ensure itsrealism is useful. For example, it is useful to establish a baseline, identify historical trends, seek
implementing agency staff and customer views, survey expert opinion about what is possible, review
research findings, or identify benchmarks (i.e., compare what results have been achieved by similar
projects with areputation for high performance).

7.4 Monitoring performance (collecting data)

Once indicators have been selected, baselines established and targets set, actual data for each indicator is
collected at regular intervals. It may be useful to distinguish between two types of performance
monitoring:

¢ Implementation monitoring involves the frequent, on-going recording of data on project
operations -- e.g., tracking funds and other inputs, and processes. It involves keeping good
financial accounts and field activity records, and frequent checks to assess compliance with
workplans and budget.

*  Results monitoring involves the periodic collection of data on the project's actual achievement of
results — e.g. its short-term outputs, medium-term outcomes, and long-term impacts. This type of
monitoring demonstrates whether a project is moving towards its objectives.

Project managers have found it useful to prepare performance monitoring plans to record key aspects of
data collection, such as providing definitions for each indicator, source and methods of data collection,
frequency/schedule for collection, and assignment of responsibility for collection.

Some common patterns in data collection approaches can be observed to vary according to different levels
of the project logframe hierarchy. These common patterns include typica variations in data collection
sources/methods, frequency of collection, and assignment of responsibility. As one moves to higher and
higher levels of the logframe hierarchy, there is the tendency for data collection efforts to become more
expensive, time-consuming, and technically complex. Also, there is a tendency for data collection efforts
to be conducted less frequently. The placement of responsibility for data collection also tends to shift from



the implementing agency at the lower levels to the donor agency and/or to the partner government at the
higher levels.

Data on project inputs, processes, and outputs are generated mostly by project staff and are based on
simple reporting systems updated frequently. Data on outcomes are generally collected periodicaly (e.g.,
annualy) from low-cost rapid appraisal methods, mini-surveys or consultations with project clients.
Measuring impacts usually require conducting expensive sample surveys or relying on aready existing
data sources such as national surveys, censuses, registration systems, etc. Impact data are usualy only
collected every few years or at the project’s beginning and end (or ex post). Data collection at the higher
levels -- especially at the impact level —is often considered beyond the scope of the implementing agency's
normal responsibility. Donor agencies will need to make special arrangements with partner country
organizations with data collection expertise for conducting or adding-on to planned surveys. Since several
donor agencies working in the same sector may share needs for similar impact-level data, it would be
useful to consider co-ordinating or jointly supporting these data collection efforts, to avoid duplication of
effort and to share costs. Moreover, to ensure valid and reliable data, supporting capacity-building efforts
may be called for aswell.

At what level should the focus of performance monitoring be placed? Concentrating on just one level of
the logframe hierarchy may have unintended, even dysfunctional, consequences. For example,
concentrating only on the output level may result in "doing the wrong things well". Concentrating only on
higher outcome and impact levels may lead to lack of basic monitoring information about project activities
and services, and result in poor implementation. The answer appears to lie in taking as comprehensive and
balanced an approach as possible, within practical limits. Developing a more comprehensive performance
monitoring system that recognizes the need for performance information at various levelsis least likely to
lead to digtortions. Moreover, as aready discussed, different stakeholder groups and management levels
will have varying interests in these levels of results, so satisfying everyone means having a comprehensive
system. On the other hand, there may be some tradeoffs between developing a system that is
comprehensive, versus the need to keep the system relatively simple and avoid overburdening capacity and
drawing resources away from other necessary functions.

75 Reviewing and reporting performance data

Project performance monitoring data is periodically reviewed and reported by project management. These
reviews typically involve a simple anaysis of project effectiveness in achieving its targets, by comparing
actual results with planned results. However, analysis of performance monitoring data may address a broad
variety of issues. For example:

e Economy -- the relationship between costs and physical inputs.

e Efficiency -- the relationship between costs and outputs.

e Productivity -- relationships between inputs and outputs.

e Excellence/quality - producing high quality outputs.

*  Equity - extent to which disadvantaged sub-popul ations have equitabl e access to results.

e Customer satisfaction - how well project outputs correspond to client preferences.

«  Effectiveness - extent to which results (outputs, outcomes, impacts) are achieved as planned.

e Attribution - extent to which outcomes and impacts can be attributed to project outputs.

*  Cost-effectiveness - relationship between costs and outcomes/impacts attributable to a project.
e Sustainability - the capacity for results to extend beyond the formal life of the project.



« Reevance - the continued appropriateness of a project's results to the needs of the target
population, the partner country's national development priorities, and to the donor agency's
corporate goals.

Routine performance monitoring and analysis alone may not be adequate for addressing some of the
performance issues listed above (e.g., attribution, cost-effectiveness, sustainability), which because of their
long-term nature and/or complexity may require special in-depth evaluation studies.

A number of donor agencies have established performance rating systems whereby project managers,
drawing on data from performance monitoring systems, judge their own project's performance. This is
done by assigning a rating along a scale (e.g., highly satisfactory, satisfactory, unsatisfactory, or highly
unsatisfactory) against a number of performance criteria (e.g., effectiveness, efficiency, relevance,
sustainability, etc.). These performance ratings are typicaly reported to agency headquarters in standard
reporting formats at specific times, such as at project completion or in annual progress reports. In some
agencies, these self-assessments are independently reviewed or audited to help ensure their credibility. A
particularly useful characteristic of project performance rating systems is that they enable consistent
comparisons and aggregation across the project portfolio.

Focusing on the project as the unit of analysis for performance measurement has increasingly come under
criticism. Limitations of the project logframe include its lack of strategic and long-term focus, and its
inappropriateness for dealing with newly emerging country sector-wide programming modes that are
jointly supported by numerous development partners.

8. Perfor mance measur ement at the country level

A number of donor agencies have recently developed performance measurement systems for broader
country programs — usually defined as sets of related projects or non-project activities sharing the same
development objective within a partner country. The country program approach is a much more
comprehensive and strategic approach to performance management and measurement than the project
approach. It focuses on a significant development objective within a country, usualy a sector, sub-sector,
or a crosscutting objective. Thus, the unit of analysisis not a single project but a whole country program
that typically includes many activities implemented by different donor agencies and partner organizations
over ardatively long time period.

USAID pioneered this approach during the mid-1990s, abandoning its previous focus on projects and
moving towards more strategic and results-oriented country programming approaches as part of its broader
reengineering reforms. The UNDP's new results based management system adopts a similar country
program model. The World Bank has also recently initiated a more strategic approach to planning,
implementing, and monitoring development efforts at the country level, as part of its 1999 Comprehensive
Development Framework initiative. This Framework calls on al development partners to make
fundamental changes in the way their development operations are conducted at the country level, based on
principles of results-orientation, country ownership and participation, partnership, and a shared long-term,
holistic vision of development goals.

A conceptual tool that is being used by some donor agencies for strategic planning and performance
measurement at the country program level is the results framework (also called program logframes,
performance frameworks, etc.). A results framework is a graphic display of the strategies necessary and
sufficient for achieving a significant or strategic development objective in a developing country. The
results framework relies on objective tree concepts, and diagrams the logical cause-effect relationships
between various partners activity outputs at the bottom, intermediate results or outcomes in the middle,



and the drategic development objective at the top. Thus, it embodies the development hypotheses
underlying multiple partners harmonized strategies for achieving a shared development objective. Results
frameworks should be developed via collaborative processes, ideally under the leadership of the partner
country government, and involving all donor agencies and other development partners (including civil
society and private sector) that are working towards a shared devel opment objective.

Results frameworks are useful as strategic planning and management tools. They help identify what
program strategies are necessary and sufficient to achieve a significant development objective, and then
enable collaborating partners, working in harmony, to sort out their individua responsibilities or
contributions to the overall strategy. This can help a donor’ s operating units to better focus and concentrate
their country assistance activities into a few program strategies for which they have taken responsibility,
rather than just have a diverse portfolio of seemingly unrelated projects. The country development
objectives and intervention strategies selected by an operating unit usually have to be in line with the donor
agency's overal corporate goals and areas of comparative advantage. They should aso, of course, be
aligned with the partner country’s development goals and reflect arational division of labor among various
partners.

The results framework is al'so a performance measurement tool --- providing a structure for measuring and
monitoring progress towards the achievement of those results for which various partners (including donor
operating units) are responsible. Performance data from the monitoring system is used to alert managers
when actual results are not meeting targets as planned, indicating the need for corrective adjustments to be
made in relevant projects or other activities. It may be useful to occasionaly supplement more routine
reviews of the performance monitoring data with complementary strategic, program-wide evaluations that
assess the relative effectiveness of various strategies and activities for achieving the development
objective. A number of donors are increasingly conducting such strategic evaluations; for example the
World Bank’s country assistance evaluations and country sector impact evaluations. Conducting such
country sector program evaluations jointly with other partners has obvious advantages, and is being piloted
by members of the DAC Working Party on Aid Evaluation.

Whereas the project approach puts equal weight on monitoring al eements of the logframe hierarchy, and
may even traditionally have favored implementation monitoring, the country program results framework
puts the higher-order devel opment objective and intermediate outcomes at center-stage. It is less concerned
with defining the individual project means (inputs/processes) and outputs, and much more concerned with
measuring and achieving the higher-level results. The shift from individual projects to broader programs
also implies a different time-frame dimension, freed from the confines of a single project's life cycle. By
focusing on country level development objectives and intermediate outcomes, the timeframe now becomes
longer-term, outliving the comings and goings of individual project activities.

Individual project activities tend to be less well defined in this approach, alowing for more flexible
designs and experimentation, rather than rigid "blueprint" approaches. Moreover, in some agencies,
headquarters no longer approves projects. Instead, authority is delegated to operating units in the field so
they can shift course mid-stream if results monitoring information indicates certain activities are not
working well.

A potential danger with this approach is that by concentrating on the higher-order results, their linkages
with project activities may become overly vague or disconnected. Moreover, activity implementation
monitoring may be ignored. It is suggested that those adopting the country program approach take time to
clearly dign their individual project activitiesinto the overall results framework.

This country program level approach puts a premium on partnerships and more collaborative efforts, since
achieving a strategic, long-term development objective is clearly dependent on the activities of many
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development partners -- e.g., the partner countries government agencies, private sector and civil society
organizations, and various donor agencies. Tools such as the country program results framework and
related program performance monitoring systems should be particularly well suited to new modes of
development co-operation. For example, the emerging medium-term expenditure frameworks and sector-
wide programming approaches that are based on country ownership and partnerships focused on achieving
shared devel opment objectives.

While this approach holds considerable promise, its actual use has often fallen short of its potential. Donor
agency operating units still often develop country program results frameworks and related monitoring
systems in relative isolation and from their own agency's perspectives. While there is typically some
limited participation by their implementing agency partners and stakeholders, the focus is usualy on the
agency's own programs and strategies, rather than placing equal focus on all relevant partners programs.
Country-level results frameworks work best when developed jointly, in a collaborative fashion. However,
a number of constraints prevent greater participation and joint efforts, including the time- and resource-
intensity of co-ordination, differing donor agendas and the concerns over sharing “control”, and the
difficulty of harmonizing diverse frameworks, methodologies, indicators and terminology being promoted
by various donors.

9. Performance measur ement at the agency level

Largely driven by domestic public pressures and government-wide legislation for annual reporting on
agency performance, the donor agencies are clarifying their overall goals and seeking ways to summarize
their achievements vis-a-v