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"The 'thread of continuity’ that ties project

inputs to outputs to purpose and goals often

has been twisted, sliced or severed. With

some notable exceptions, a lack of congruence
exists among indicators used in project design,
monitoring and evaluation. Instead of main-
taining one set of "monitoring books" which
applies to all three functions and provides a
solid foundation for accountability, PSO effec-
tively carries three sets of books: one which
was created in the course of designing the
project, another which is used tor monitoring
the project, and a third set of books which is
compiled during the course of evaluations.”
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ABSTRACT

This report proposes a system for monitoring the achievements of
the projects of RDO/C‘'s Private Sector Office. A comparative
review of Project Implementation Status Reports on PSO projects
submitted during the period 1980-1987 and of project evaluation
results identifies important deficiencies in the project
monitoring system as it has been implemented in the past and as
it is being implemented today. These deficiencies include poor
initial selection of indicators, reliance on inflated targets and
project status information, and the absence of an early-warning
capability. The report recommends that PSSO put two coharts of
indicators in place. "Project Commensurables" measure functions
which are common to FSO projects. These indicators can be used to
make cost-effectiveness comparisons between two or more projects
in the portfolio and/or to sum up results for the program as a
whole. "Project Distinguishables" measure the distinctive
features of each praject.

Information for the recommended monitoring system would be
supplied to PSO in three ways. First, organizations implementing
FS0 projects would include specified data as part of their
regular repaorting requirements. Second, infaormation would be
selectively validated through direct contacts between PSO Project
Officers and members of the private sector target group in the
QECS countries. To rationalize the use of staff resources and to
assure that this activity is actually carried out in the face of
competing Mission priorities, 1-2 weeks each vyear would be set
aside for annual field validation. Third, key information on the
status of formal sector businesses in the OECS states (whether or

not they are beneficiaries of USAID projects) would be gathered
annually by telephone survey or other relatively inexpensive
means. Other recommendations include the completion of a

diagnostic survey in the OECS states and consideration of a
program of assistance to the statistical agencies of O0ECS
governments to improve the quality and timeliness af the
reporting of business-related information.

A program of implementation is proposed, permitting the
introduction of monitoring system improvements on a staged basis.
The implementation program is designed to supplement and fulfill
2xisting USAID guidance, rather than to replace it. The repart
identifies "The Will to Monitor"-- Mission management ‘s sustained
resolve to hold itself and its implementing organizations
accountable for results—— as the most important single
determinant of the success of a FPSO monitoring system.
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EXECUTIVE SUMMARY

A. INTRODUCTION

Since 1980 the Private Sector Office (PSQO) of the Regional
Development Office/Caribbean (RDO/C) has managed a portfolia of
up to fourteen projects. Over the past few years, many questions
have been raised concerning the status of individual projects and
of the program as a whole. Some of the answers to these questions
have been pravided through project evaluations. Often, however,
evaluator ‘s conclusions have been provided too late in the
project’s history or on the basis of too little accumulated
evidence to permit on-going adjustments in project implementa-
tion.

Typically, the answers which PSO has provided to the question,
"What is the status of these projects now?" have missed the mark.
The lack of objectively verifiable and consistently defined sets
of indicators of project achievement has confounded the assess—
ment process. The "thread of continuity" that ties project
inputs to outputs to purpose and goals often has been twisted,
sliced or severed. With some notable exceptions, a lack of
congruence exists among indicators used in project design,
monitoring and evaluation. Instead of maintaining onc set of
"monitoring books" which applies to all three functions and
provides a solid foundation for accountability, PSO effectively
carries three sets of books: one which was created in the course
of designing the project, another which is used for monitoring
the project, and a third set of books which is compiled during
the course of evaluations.

Three sets of books can buttress widely differing views on the
matter of project success or failure. Evaluations have revealed a
persistent pattern of inflation in the setting of targets and the
reporting of results. Without a direct "audit trail" that ties
claims of impact on employment, exports, and investment to
verifiable achievements of individual firms and some means of
assessing the extent to which project assistance has contributed
to these achievements, monitoring becomes an art form more
closely related to advertising than to accounting, economics, or
management science.

This report analyzes the strengths and weaknesses of PSO’'s
present monitoring and proposes a comprehensive package of
monitoring system improvements. The package is broken down into
individual components which can be combined and phased in
according to Mission priorities and preferences.
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B. PROBLEMS TO BE RESOLVED

LBII performed a comparative analysis of the Private Sector's
Implementation Status Reports 1980-1987, praoject evaluations
conducted during this period, and other materials containing
assessments of PS0O projects. Although there have been substan-—
tial recent improvements in the format and content of the Private
Sector Office’s Project Implementation Status Reports, some
serious problems still persist. These include:

1. A lack of consistency in the reporting of project inputs,
outputs, and purposes.

2. A lack of objectively verifiable indicators in both the
LogFrame format and/or the Project Implementation Status Reports
(PISR).

3. A lack of portfolio commensurables, particularly cost effec—
tiveness indicators which permit performance comparisons between
projects and a quantitative assessment of the portfolio as a

whole.

4. A lack of prioritization of indicators. The information
requirerants of the Mission Director are different from those of
the Project Officer and a monitoring system should reflect these
differing managerial priorities.

S. A pervasive pattern of inflation of targets and objectives
during the design of the project which are unachievable and
therefore not suitable for monitoring during the implementation
stage of the project.

6. Exaggeration and embellishment in project reporting.

All of these problems have resulted, not surprisingly, in a lack
of incisive analysis of project problems. In most projects, the
issues identified in the monitoring reports do not correspond to
the major issues identified in the evaluation reports. Further-
more, the use of poorly defined indicators makes it difficult to
establish accountability for the accomplishment, or lack thereof,
of project objectives.

C. RECOMMENDATION:

LBII recommends a monitoring system that focuses on implementing
new indicators (to address praoblems 1-4 in the preceding section)
as well as developing field validation visits and other survey
activities (to address praoblems 5S-4). These activities should
result in more reliable monitoring information, establish a more
solid basis for accountability, and allow the PSO to adjust
and/or design reaiistic targets for existing and future projects.

Ex. - 2



1. INDICATORS:

Three sets of indicators are proposed: “Top Five Indicators",
"Project Distinguishables", and "Project Commensurables". The
"Top Five Indicators" represent the most important goal and
purpose-related indicators, all of them drawn from the commensur-
able list. The "Project Distinguishables" are more output
related and measure the distinctive features of each project.
Finpally, the "Project Commensurables" provide indices on the
efficiency, sustainability, relevance and impact of each project.
These indicators can be used to make overall cost-effectiveness
comparisons between projects and for the program as whole.

The three sets of indicators aim to establish uniformity and
objectivity in project monitoring. They are organized by manage-
ment level-—- "upper-—level", "middle-level", and "operating level"
—--with each set of indicators corresponding to the specific
priorities of the differing managerial levels within AID and the
implementing organizations. Spe-ifically, the "Top Five Indica-
tors" respond to the Mission and Program Director ‘s concerns
related to the number of ‘"success stories" at the firm—level
associated with a project, the distribution of project costs, the
number of jobs created, the amount of credit extended and exports
generated. The "Froject Distinguishables" focus more on specific
output achievements that the Project Officers should track.
Finally, the "Project Commensurables" allow both the "upper-—
level" Mission and Program Directors as well as the "middle-
level" Project Officers in RDO/C to compare the cost effective-
ness of projects and the portfolio in general.

Obtaining the information needed to prepare these indicators
should not be expensive, since most of the required data can be
reported through existing implementing organization and RDO/C
reporting formats. Furthermore, rather than creating new sets of
reports and a separate paper trail, the proposed monitoring
system works within the parameters of Project Implementation
Status Report (PISR) and of the Annual Action Plan. However ,
implementing organizations would be required to supply additiaonal
information on revised reporting formats.

2. ADDITIONAL INFORMATION GATHERING ACTIVITIES:

Two information gathering activities, an annual field validation
survey by the Project Officers and the completion of an in—-depth
diagnostic survey of formal and informal sector businesses in the
OECS ,are recommended for implementation during the first and
second quarters of calendar year 1988. Another survey activity,
an annual telephone survey of formal sector businesses in the
OECS,is recommended for implementation towards the end of 1988.

Ex. - 3



Finally, the institutional development of the statistics depart-
ments of OECS countries should be considered over the next 1-2

years.
a. ANNUAL FIELD VALIDATION

The annual field validation visits would allow Project Officers
to verify the project achievements related to the "Top Five
Indicators” and reported by the implementing organizations. The
visits would specifically prevent the prablem af inflated
achievement attribution from raging out of control. As important—
ly, they would allow the AID staff to take a direct reading on
the intended target groups’ accomplishments,needs, and frustra-

tions.
b. IN-DEPTH DIAGNOSTIC SURVEY

The in-depth diagnostic survey would be a continuation of a pilot
survey begun by LBII in St.Kitts, St. Lucia, and Barbados in July
1987. The survey would test the assumptions underlying RDO/C's
present Private Sector Program. In addition, the survey could be
used to provide insights for reshaping the program. This survey
is recommended to be completed some time in 1988. Thereafter, it
could be conducted every five years.

c. OTHER SURVEY WORK

Other recommendations concerning additional information gathering
activities include a telephone survey of formal sector businesses
and the institutional development of statistical agencies of DECS
governments. The former would focus on gathering quantifiable
information related to employment, exports, and investment. At
present, there is no timely information made available on the
performance of the formal sector businesses in the OECS. Even-
tually, a 1longer—term alternative to the telephone survey would
be the institutional development of statistical agencies that
could collect data related to macroeconomic trends and business
performance in the OECS countries.

E. KEY ISSUE: THE WILL TO MONITOR

The principal driving force behind an effective monitoring system

is a strong "wil! to monitor®. There are several factors,
hawever, which can weaken the resolve of the RDO/C and implemen—
ting organizations’ staff to devote their constructive energies

to the monitoring effort. These include:

1. Reluctance to Deflate Tarqgets: Reviews and evaluations of
Private Sector Projects demonstrate a pervasive pattern of
setting unrealistically high targets during the project design
stage. Unrealistic targets undermine goaod project monitoring,
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because they cause false alarms, encourage disingenuous repor-—
ting, and contribute to cynical attitudes concerning accountabi-
lity. Since the Project Paper documents essentially serve as
marketing documents in competition for scarce resources, the
targets set for projects are likely to remain high. Therefore,
the burden for initiating a realistic deflation of these targets

must fall to the monitoring system. However, it may be quite
difficult for decision—-makers who are involved in setting the
targets in their roles as project "marketers" to agree to

downward adjustments. Any Officers who attempt to initiate early
downward revisions may risk criticism that they are not committed

to their projects.

2. Reluctance to Be Assessed: Being monitored conveys a sense of
having one’'s work scrutinized and judged in detail. In inter-
cultural settings there exists a potenticl for misunderstanding
and resentment resulting from the implementation of a detailed
monitoring system. Changing a pattern in which resulte may have
been routinely overstated or embellished in the past contains a
potential for confrontations between RDO/C personnel and the
staffs of implementing organizations.

. Aversion to Red Flags: Managers may not be able to react in
a timely fashion to implementation problems signaled by a good
monitoring system. Time—consuming administrative requirements,
political considerations, lack of readily availahle technical
expertise, and other factors can make it difficult for a manager
to respand in a timely manner to red flag indicators. Managers
tend to dislike systems and activities that present them with
problems that they cannot solve, and may react by downgrading
such systems and activities.

For these reasons and others, the effectiveness of a monitoring
system is very much dependent on the attitudes and priorities of
leacders within the Mission. In the final analysis, the “will to
manitor" must come from the top.

F. RECOMMENDATIONS AND STRATEGIC OPTIONS

Given the limited financial and human resources at its disposal,
Mission management must weigh the value of monitoring system

improvements against other important competing claims for
resources. On the basis of its assessment of the need, LBII
recommends that RDO/C implement a "Comprehensive Fackage" of

improvements in the Private Sector Office monitoring system,
including eight specific elements. Four other options, which
incorporate selected elements of the '"comprehensive package"
would permit RDO/C to address more limited objectives.



1. OPTION #1: THE "COMPREHENSIVE PACKAGE"

The monitoring system option recommended by LBII includes eight
basic elemants: (1) three sets of indicators (2) compliance
check 1list, (3) revised reporting formats for implementing
organizations, (4) diagnostic survey (5) annual field validation
visits and analysis by PSO Staff, (&) annual telephone surveys,
(7) enhancement of CAIC <(non-SEA) and ECIPS accounting systems,
and (B8) design of a project for upgrading of the capabilities of
the statistical departments of OECS governments.

Time phasing of the recommended comprehensive package is shown in
the following tabulation:

TIME PHASING ACTIVITIES IN THE "COMPREHENSIVE PACKAGE"

Group A By End of Calendar VYear 1987 (Indicators and Rel ated
Daocumentation—-Short Term Priorities):

1. Finalize Three Sets of Indicators
2. Install Compliance Check List
3. Develop and Revise the Reporting Formats

Group B. By End of Calendar year 1988 (Information Gathering and
Anal ysis—-—Medium-Term Priorities):

4. Complete In-Depth Diagnostic Survey

S. Initiate Annual Field Validation Visits by PSO Staff

6. Conduct First Annual Telephone Survey

7. Complete Work Scopes and Enhancements in CAIC and
ECIPS Accounting Systems

Group C. By End of Calendar Year 1989 aor 1990 (Information
Gathering and Analysis-- Long-Term Priorities):

8. Design a project for the institutional development of
statistics departments in OECS governments.

The basic strategy embodied in the comprehensive package is to
develop indicators and related documentation (Group A) first, and
then to proceed with additional information gathering and
analysis activities (Group B and Group OC). LBII believes the
full set of improvements will remedy monitoring system deficien-
cies identified in this report.

2. OPTION # 2: "MINIMUM FACKAGE"

KEY ELEMENTS: (1) Monitor "Top Five Indicators" Only
This "Minimum Package™ represents a very austere approach to
improving the PSSO monitoring system. It consists only of

utilizing the "Top Five Indicators" for each PS0C project.

EX. - 6



Information on these indicators would be oabtained from the
implementing organizations. Initially, at least, RDO/C would not
undertake the validation of this information through annual field
visits. The "Minimum Package" is most appropriate if the RDO/C
wishes to approach the task of upgrading the PSO system with a
great deal of caution and/or with significant austerity in the

utilization of resources. The "Minimum Package does not imply
commi tment to go forward with any other monitoring system change
or improvement. It delays any decision on the use of additional

indicators and field survey work until the FSO staff and imple-—
menting organizations gain experience with this first step.

3. OPTION # 3: "ACCOUNTAERILITY PACKAGE"

KEY ELEMENTS: (1) Monitor Three Sets of Indicators
(5) Initiate Annual Validation Survey
(7) Install ECIPS/CAIC Accounting Improvements

This "Accountability Package" is focused on making substantial
improvements in the reliability of information used for monitor-
ing PSD projects. The elements implemented would include the "Top
Five Indicators” along with the "Project Distinguishables"” and
the "Project Commensurables". In order to ensure the proper
measurement of achievements, the Project Officers would carry out
the first annual validation survey in March/April of next year.
In addition, a study would be carried out in calendar vear 1988
for improving the accounting systems in the ECIPS project and
CAIC project (non—-SEA camponents).

4. OPTICN # 4--"Annual Action Flan PFackage"

KEY ELEMENTS: (1) Monitor "Top Five Indicators" Only
(3) Initiate Annual Field Validation Survey
(6) Initiate the Annual Telephone Survey

The "Annual Action Flan Package" has as its principal priority
the compilation of information needed for RDO/C to repart on a
few of the more important “pzrformance achievement" indicators in
the Annual Action Plan. This package consists of the information
provided by the implementing organizations on the “"Top Five
Indicators" and confirmed in the field by the Project Officers.
In addition, this package contains the telephone survey which
will allow the RDO/C to compare program achievements to the
overall "state of the world" of the target group.

5. OFTION # S—--"Frogram Red=sign Fackage"
KEY ELEMENTS: (1) Monitor "Top Five Indicators' Only
(4) Complete In-Depth Diagnostic Survey

(3) Initiate Annual Field Validation Survey

Ex. = 7



This option is designed to rigorously review the assumptions of
the RDO/C private sector program, and to provide insight into the
future direction of the program. The focus of the diagnaostic
survey will be on the Eastern Caribbean business community as a
whole, rather than on current beneficiaries of assistance
supported by RDO/C. This survey would be a continuation of the
pilot survey conducted by LBII in Gt. Lucia, St. Kitts, and
Rarbados, in which numerous “lessons learned" and qualitative
insight into the efficacy of the PSO praogram was provided.

At the same time, monitoring of the "Top Five Indicators" would
be carried out in order to keep track of current trends in the
performance of direct beneficiaries. The annual field validatian
survey would be coordinated with the diagnostic survey in aorder
to confirm the accuracy of the “Top Five Indicators" and provide
in-depth information on the recipients of AID-financed services.

G. CONCLUSION

Each of the options presented embody trade-offs among the
interests of RDO/C in an improved monitoring system for the
Frivate Sector Office, the short and long-term effects of
Proposed improvements on RDO/C’s relations with its implementing
organizations, costs of the specific activities recommended, and
commi tments of the time and energy of the RDO/C staff.

Any final choice will have advantages and disadvantages. What is
most important is that the selected option should have the full
understanding and support of Mission management and staff.
Ultimately, the key to effective monitoring is to ensure that the
people doing the monitoring accept and believe in the system.



INTRODUCTION

A. QOVERVIEW

This repaort consists of six sections. The present section
(Introduction) provides a brief overview of the contents of the
report and summarizes the most impartant events leading up to the
recommended monitaring system. Section I reviews the existing
monitoring system used by the Private Sector Office. Section Il
presents LBII ‘s recommended monitoring system in summary form.
Section III provides the details of the recommended monitoring
system. Section IV discusses the major issues that need to be
considered before deciding on the final components to be included
in the monitoring system. Finally, section V praovides a menu of
strategic options and monitoring “packages" that may be more
appropriate and phased-in as the need arises in the RDO/C.

B. BACKGROUND

The U.S. Agency for International Development (USAID) contracted
Louis Berger International Inc. (LBII1), contract No. 338-0119-C-
00~-6027, to design a project monitoring system for the portfolio
of the KRegional Development Office/Caribbean’'s (RDO/C) Private
Sector Office (FS0O). Since April of this vyear, several events
leading up to the current recommended monitoring system have
taken place. These events and the resulting shifts in the focus
of the monitoring system are described below.

1. THE INITIAL AFPROACH: INTEGRATION WITH AN ENUMCRATOR
CONDUCTED LARGE SCALE SURVEY

A preliminary draft report on monitoring system design was
prepared during the first quarter of 1987, and was subsequently
designated as a draft working paper. The head of the PFrivate
Sector Office was briefed on LBII's recommendations in AQpril of
1987. These recommendations then envisioned a monitoring system
which would be launched by an enumerator—-conducted large scale
survey described in the Scope of Work of the contract between
RDO/C and LBII, and would selectively extend the survey findings
on an annual basis.

However, the large scale surveyv by enumerators was subsequently
replaced by a pilot survey conducted by specialized professionals
in Barbados, St. Kitts, and St. Lucia. Following review of LBII's
pilot survey report, RDO/C decided not to move forward with
additional survey effort, but rather to defer the matter for
future consideration. The present report cantains UBII's
recommendations in future survey work as part of its monitoring
system recommendations.



2. MONITORING PRIORITIES

In July, a memorandum from Harvey Lerner to David Mutchler
summarized some preliminary conclusions on what the priorities
and focus of the monitoring system should be. These included:

(1) the system should be centered on the needs of the Project
Officer and the Mission for pertinent, timely, and reliable
infaormation on project status.

(2) the system should not require large additional expenditures
of funds to support ongoing gathering and analysis of data by
implementing organizations or consultants; however, some modest
commitment of the Mission’s own resources (Project Officers’
time) will be required in order to make significant improvements
in the present system.

(3) The monitoring system should be viewed as an integral part of
a system which is designed to provide information for both
monitoring and evaluation purposes.

(4) Implementing organizations should be required to provide
regular and reliable information on a few key data series
pertaining to project impact and successful assistance activi-

ties.

(3) Annual visits to businessmen (including participation in the
annual field validation) should be viewed as a mandatory part of
the monitoring responsibilities of the Froject Officer respon-
sible for an RDO/C Private Sectar Praject.

=. BASIC QUESTIONS AND FROBLEMS

A subsequent memorandum from Mr. Lerner to Mr. Mutchler {Augqust
27, 1987) focused an the major decisions and issues related to
monitoring that should be addressed. Before identifying, in
detail, the future priorities and issues to be addressed, the
memorandum opened by asking two fundamental questions:

a) Contract and AID/Washington mandates aside, is there really
a need for a change in any of RDO/C's existing monitoring
systems?

b) If so, what aspects of the present systems really need to
be changed or improved?

Answers to these questions focused on first distinguishing

between two types of monitoring——"achievement" and "compliance"
monitoring. As the memorandum states, achievement monitoring

2



"emphasizes the circumstances of target groups and resulting
impacts on the economy." Compliance monitoring, on the
other hand, "focuses mainly on implementing organizations
and on RDO/C itself."”

With this distinction made, the memorandum goes on to state that:

"there are substantial needs and opportunities for
improving the design of achievement monitoring func-—-
tions, but that improvements in compliance best could
be accomplished through better execution of existing
guidance."

Specifically, regarding the compliance monitoring system, LBII
had the following comments:

"LBII's views with respect to compliance monitoring appear
to coincide with the views of those we have talked to within
the Mission. A few improvemants should be made by RDO/C,
but there is no practical way to make fundamental changes in
the design of the system. The existing situation is heavily
influenced by Congressional, government-wide, and agency-—
wide requirements. From the vantage—-point of the Mission,
improvements in compliance, basically require that a
greater share of time and energy of Mission personnel be
devoted to understanding and applying existing guidance,
which now exists in great abundance. Rather than laying on
more paperwork, the keys here appear to be communicating

management priorities (making clear that compliance issues
either do or do not come ahead of other important activi-
ties) and the personal motivation of Mission staff members

(who must spend the time and effort required to read,
understand, and apply the rules and requirements involved.
Conditions and major compliance items not now tracked by the
new MACS system could be handled by requiring Froject
Officers to submit a statement on the status of these
omitted items together with their quarterly status report
contributions. ™

Regarding the achievement monitoring system, LBII identified two
fundamental problems:

1) It does not focus on, nor deal directly with PSO's
"market," the private sector in the Caribbean. Instead, it
tends to focus on the concerns of AID = traditicnal programs
and on the implementing organizations through which FSQ
activities are carried out.

2) A host of problems relating to purpose statements,
indicators, and lack of consistent use of objective informa-—
tion seriously erode the concept of accountability.

4



In the course of its work, LBII has developed a “"macro" schematic
flow chart on the essential elements and interaction between
these elements <for both monitoring and evaluation purposes.
Specifically, the key system elements consist of eight
components:

1) A Generic Scope of Work follows the LogFrame <format. It
relates the program to projects in terms of a common set of
goals, functionally standardized purpose elements, inputs and
outputs. Such a scope of work was defined in LBII‘'s Work Plan and
has been revised during the course of evaluations.

2) A Cost-Effectiveness Framework allocates inputs and outputs by
country and by standardized function (such as training, technical
assistance, financing provided) and provides a basis for making
cost-effectiveness comparisons.

3) Faormal Sector Telephone Surveys would gather information on
project and program performance directly fram private sector
firms in O0ECS countries. Ideally these activities would be
conducted as a postcard-telephone census and include all firms in
the formal sector in each of the OECS states. Business associa-—
tions such as national Chambers of Commerce and/or CAIC would be
contracted annually to conduct the surveys. File searches of
National Development Foundation files would track data on small
businesses and microbusinesses.

4) An  Annual Field Validation tests the accuracy of information
on development impacts of RDO/C assistance provided by implemen—
ting organizations. This activity puts FSO Project Officers
directly in touch with private sector target groups on a regul ar
basis. Identification and documentation and analysis of “success
stories" would be one important function of the survey. Annual
field validation would utilize the services of PSO professionals
for one week in the field and for one week of analysis of results

each year.

3) A Project Monitoring System establishes key indicators which
should be tracked by the top management of the Mission and by
Froject Officers responsible for PSO projects. It uses informa-
tion contained in reports of implementing organizations and
draws on the results of the telephone surveys of the formal
sector and annual field validations. Information compiled in the
project monitoring system is fed intao individual project evalua-
tions.

6) A Program Monitoring System furnishes information prescribed
by AID/W guidance. It contains development indicators (provided
by AID/W) and program achievement indicators which RDO/C obtains
from the formal sector telephone survey and published sources of
projections/data.



7) Project Evaluations are carried out using the Generic Scope of
Work which ties them to a program framework. The evaluations
utilize data series assembled by the project monitoring system as
new information from field interviews.

8) Program Evaluations also rely on information gathered from the
project monitoring system, as well =s information from all the
other system elements, particularly the Generic Scope of Work and
the Cost-Effectiveness Framework.

A5 shown in Exhibit 1 all these system elements make up a
Mission-wide globe of priorities and concerns. The left "hemis—
phere" of the exhibit represents the primary concern of the
Program Office, and the right hemisphere of the primary concern
of the Private Sector Office.

Exhibit II provides a fuller picture of the relationships among
elements in the system in terms of a systems flow diagram. During
the conceptual phase of LBII‘s work on the contract, a Generic
Scope of Work was created and tied to a compatible Cost Effec-
tiveness Framework. Both frameworks guide the gathering and
analysis of information. Data gathered by means of implementing
organization reports, formal sector telephone surveys, field
validation surveys, and from other sources is cambined to carry
out the four "subsystem" functions of project monitoring, program
monitoring, project evaluation, and program evaluation. Improve-
ments in these <functions, particularly in the monitoring of
project achievements, lead to the desired outcome: consistent and
objective assessment of project and program performance.

C. CONCLUSION

The present report builds on the basic conceptual framework
established during the earlier manitoring system work. With this
background, the following sections provide a full analysis of the
needs for improvements in RDO/C's monitoring system, particularly
with regards to achievement monitoring. In the +following
sections, more details are provided on specific implementation
problems and recommendations.

u
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SECTION I
REVIEW OF PRIVATE SECTOR OFFICE MONITORING REPORTS

A. INTRODUCTION

In theory, an effective monitoring system for RDO/C’'s Private
Sectaor Office (PS0) should report on a set of indicators estab-
lished during the design stages of the projects in the PSO
portfolio. Reparting should follow a consistent farmat. Informa—
tion reported should be accurate and objectively verifiable.
Above all, the system should help managers to identify important
problems before they get out of hand.

In practice, these goals have eluded RDO/C’'s Private Sector
Office. A review of the monitoring reports for the 14 projects in
the PSO portfolio 1980-1987 and of evaluations of seven of these
projects carried out by Louis Berger International, Inc.,
revealed some significant shortcomings in the present system.

Primarily, the “thread of continuity" that ties project inputs to
outputs to purpase and goals is often twisted, sliced or severed.
With some notable exceptions, a lack of congruence exists among
indicators used in project design, monitoring and evaluation.
Instead of maintaining one set of "monitoring books" which
applies to all three functions and provides a solid faundation
for accountability, PSO effectively carries three sets books: one
which was created in the course of designing the project (incor-
porated into the Project Faper LogFrame in the form of "objec—
tively verifiable indicators"), another which is used for
monitoring the project (incorporated into the Froject Status
Implementation Reports which the Mission prepares on a quarterly
basis and sends to Washington), and a third set of books compiled
during the course of evaluations {reflecting special requirements
of particular evaluation scopes of work and/or the predilections
of evaluation teams).

B. SUMMARY OF MAJOR PROBLEMS

The lack of an overriding and uniformly applied monitoring
framework results in inconsistent reporting and substantially
diminishes the value of the efforts expended on design, monitor-—~
ing, and evaluation. Specific shortcomings may be summarized as
follows:



1. Lack of Consistency in Reporting:

The presentation of project inputs in the quarterly (FISR)
reparts has not been consistently applied within and between

projects.

The reporting on project outputs and purposes has differed
from project to project and from year to year.

For only a few of the projects have the output and purpose
indicators shown in the PISRs corresponded to the LogFrame

indicators.

2. Lack of Prioritization:

a. Monitoring reports do not convey a sense of priority or

relative importance among indicators. A thaoughtful
ordering of indicators can accomplish two purposes: (1)
establish clear priorities for the implementing
organization and (2) help each level of Mission

management focus on information which is pertinent to
its respective duties. The information requirements of
the Mission Director are different from those of the
Project Officer, and a well—-designed monitoring system
should correspond to these differing priorities.’

J. Lack of Objectively Verifiable Indicators:

A

UsAID’'s LogFrame faormat includes a section on "Objec-—
tively Verifiable Indicators.” Such indicators are
supposed to be quite specific and to supply an unambig-
wous tracking mechanism for the achievement of purposes
and outputs. In most cases, haowever, these indicataors
in both the LogFrame and the Mission’'s Project Imple-—
mentation Status Reports are averly qualitative and
difficult to measure at output and purpose levels. To
put the matter quite bluntly, the designated "objec—
tively verifiable indicators" often are not objectively
verifiable.

The use of non—-specific, qualitative "indicators," coupled
with the inconsistency with which indicators are selected,
updated and tracked, makes it difficult to monitor "“perfor-—
mance" or "achievement." Without clearly defined achievement
indicators, it is difficult to establish accountability for
the accomplishment, or lack thereof, of project objectives.



4. Lack of Incisive Analysis aof Problems:

a. For most projects, the problems identified in the monitoring
reports did not correspond to the maier probiems identified
in the evaluation reports.

b. Analysis of problems identified in the monitoring reports,
tended to be superficial, focusing on symptoms rather than
causes,

9. Lack of Portfolio Commensurables:

a. For all the projects there is a noted absence of
commensurable indicators, particularly of cost-effectiveness
indicators which permit comparisons between two or more
projects and/or a quantitative assessment of the portfolio
as a whole..

b. The monitoring system also fails to tie project reporting
information together in such a4 way that it can generate
pertinent information needed to fulfill the program monitor-
ing requirements of the Mission ‘s Annual Action.Plans.

6. Target Inflation:

a. Beginning with the indicators selected for the LogFrame
format and continued during project implementation is a
built—-in institutional tendency to "overstate" or "view with
pride" the potential and actual achievements of the praject.
The target inflation used to "market"” a project in Washing—-
ton is not deflated during the monitoring of the praject
precisely because there is no single set of monitoring
books. The use of different indicators for the design,
monitoring and evaluation of the project 1leads to various
undisputed and ,often times, over-optimistic claims of
success.

In summary, there has been little or no integration of a design/-
monitoring/evaluation process which starts with the creation of
the initial project LogFrame, continues during the Mission's
periodic reporting, and ends with the final project evaluation.
Nor has the monitoring of individual projects been tied directly
to the program reporting requirements of the Annual Action Plans.
It can be argued that the pressures faced by the Mission have
disassembled an ostensibly integrated system into three separate
and anly occasionally interacting subsystems, each driven by a
different mandate: (1) a subsystem which markets the project (the
project paper preparation process) and which puts the best face
on its prospects for future success as the project competes at
its birth for scarce resources; (2) a subsystem heavily oriented

10



internal communications (within the Mission
and AID/Washingtan), which focuses an
administrative developments and helps to explain the dearth of
discussion of basic issues in PISR‘s; and (3) a subsystem
intended to make judgements on project impact and achievement,
and to Jjustify changes or major decisions (on—-going and ex post
evaluations, often performed by consultants or other outsiders).

toward the USAID’'s
and between the Mission

that, side by side with centrifugal

It is important to note
the wholeness of the design/-

forces which have tended to erode
monitoring/evaluation system, there have been significant
improvements over the vyears in the form and content of PSO
project status reporting. These impraovements are discussed in
the following subsection.

C. EVOLUTION OF THE PISR FORMAT

described in the previous subsection have been
some extent by improvements in PSO‘'s project
In recent years, the Mission has installed and

The problems
counterbalanced to
status reparting.

PSO has applied a format for Project Implementation Status
Reports that has resulted in progressively more detailed anc
consistent presentations. Specifically, beginning in 1985, the
PSO implemented standardized monitoring forms that provided
detailed categories for analysis. More so than the pre—1985
reporting format, the new Project Implementation Status Report
(PISR) format resulted in Project Officers consistently commen-—

ting on project inputs, outputs and purposes. Below is a look at
the presentation format from 1980 to 1985 and from 1985 to the

present:

1980-1985 FORMAT 1985-PRESENT FORMAT

Background Data
Froject Purpose
Project Status

1.Summary/Background Data 1.
2.Project Description 2.
(Usually states FProject Purpaose) 3.

3.

Status Summary

a.Financial Status

4. Comments on Implementation b.Major Outputs
*5. Problems and Delays c.0Other Accomplishments and
6. Major Activities Expected Overall Status

Next Ruarter *d.Follow—up Actions From
#7. Status of Financial Plan Prior Reporting Period

* Not alwayrs included or

commented

MNa

11

*e.Summary of Audits and
Evaluations
4. Problems and Delays
3. Major Activities During
Next Six Months:
a.Corrective Action
b.Upcoming Major Project or
Management Activities

#c. AID/W Actions



6. Mission Director's
Assessment
#7. Special Concerns

With the implementation of the new format, the Project Officers
have begun to review, with a greater degree of consistency, the
output and purpose indicators included in the LogFrame format.
But this new format has not resolved all the problems mentioned
in section B. Despite the establishment of specific project
purpose and output sections, the selection and analysis of
indicators is still inconsistently applied. In many cases, the
indicators included in the PISR's do not always correspond to the
indicators presented in the LogFrame. Many are also difficult to
quantify. Furthermore, the more detailed monitoring format has
not resulted in a more thorough analysis of key issues. In
general, regardless of the type of format used, most of the
issues identified in the PISR's focus more on procedural and
symptaomatic problems, rather than on thaose issues that serve as
the root causes behind the overall success and failure of the

project.

D. PROJECT INPUTS (FINANCIAL DATA)

In all of the reports, there is a presentation of key financial
data including: period disbursements, cumulative di sbursements,
amount obligated, committed, and expended. Before 1985, hawever,
only a few of the reports presented the financial information in
a uniform manner. When reading the pre-1985 monitoring repaorts ,
one always wonders: "To what extent are actual disbursements
keeping pace with planned expenditures? If not, why not?" The
answers to these questions were not always presented. In fact,
a detailed review of seven projects’ monitoring reports revealed
that only a little maore than half (52 out of 91) of the reports
provided a table of planned versus actual expendi tures and
disbursements. The remaining reports either neglected to include
any financial information or focused on specific budget expendi-
tures without out comparing them to planned expenditures.

After 1985, the reporting of financial data was more uniform. In
all the post-1985 PISR's there is information pravided an
amounts committed, obligated and expended. Still, all these
comparisons are provided on a global basis. There is no indica-
tion of how actual disbursements in vyear 1 compare to what was
budgeted in year 1. As a result, it is difficult to determine the
"absorptive capacity" of the projects on a yearly basis.
Furthermore, it is difficult to determine, except on a global
basis, how realistic the project design and budgeting of funds
arae.



Besides the annual presentation of actual versus planned dis—
bursements, none of the PISR's provide information on project
expenditures by function, country or target group. As such it is
difficult to determine whether money is being spent on the
primary functions and target group areas. Without any detailed
breakdown of project costs, it is difficult to trace the cost-
effectiveness of individual projects and assess whether praject
expenditures are going towards the most pertinent and relevant
areas.

E. PROJECT QUTPUTS

Before 1985, it was difficult to identify the major outputs of
each project. Most of the PISR‘s would, at best, only cryptically
refer to achievement in terms of project outputs or provide some
generalized commentary on the overall implementation of the
project. Beginning in 1985, however, the presentation of cutput-
related achievements was more cleariy stated. Still, the indica-
tors used to analyze these achievements did not always correspond
to the output indicataors included in the LogFrame. Below is a
more detailed review of the PSO's most recent and best attempts
at tracking project outputs (from 1985 on).

As shown in Table 1, the presentation of project outputs in the
maonitoring reports of 13 projects (FDAFP and IFED are combined)
has not been consistently applied. Since 1985, mast of the
PISR's have provided information on major outputs. However, the
indicators included and reviewed in the reports did not corres-
pond to the LogFrame indicators included in the original Project
Fapers (or the output indicators referred to, but not formally
expressed in a LogFrame framework, in non-AID project design
papers). For conly three projects did the output indicators in the
PISR’'s correspond completely to the indicataors included in the
LogFrame analysis. More common were those projects that excluded
most of the LogFrame indicators. In nearlvy a half of the
projects, the information presented in the FISR's excluded or
failed to comment on three or more LagFrame indicators. In many
cases, the reports referred to indicators that corresponded more
to purpose or even goal indicators (the case of CFDF and IPIF
with an emphasis of jobs created); or focused on indicators that
were overly qualitative and hence either too difficult or easy
measure. For example, in the case of EIPII, the comment "DFC’s
have been strengthened in all the LDC territories" is very
subjective and open to a wide range of interpretation. Does that
comment mean they are financially self-sufficient? Does it mean
that, in every case, they assisted more businesses than in the
previous year? Or does it simply mean that they would have been
financially weaker in the current vyear if they had not received
RDO/C funds?

[
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+ IKDICATZS THAT TS INDICATSM IS CONSIZERED
CVERLY GUALITATIVE MND/OR DIFFICULT TD MEASURE

TABLE 1

{NFORMATIIN 0N THE PROSECT QUTPUTS INDICATOKS

* " CLOTATICN MARKS ARE USED FCR DIRECT CITATIONS FROY THE
PROJECT INPLENENTATICN STATUS REPORT

LOGFRANE : NAJOR ¢ LOGFRAME INDICRTORS
outeur H ouTPUTS t MISSING
PRIECT INXDICATORS t INPISR's : FROA PISR's :
H t 1. ANDUNT OF TECHNICAL ASSISTANCE PROVIDED:
1. 007/057--rE5. ASRIB. DEV, A. 301 1o 37 SUB-LOANS= $5,200,000 + 1. 5 DIRECT LOANS T0 DFC'S RADE 3Y CDB ¢ 2. NUMBER OF STUDIES DCNE H
2. 26 INVESTHENTS=$1,300,000 ¢ 2. & LINES OF CREDIT TO DFC'S MADE BY COB ¢ 3. SUB-PROJECT INDICATORS FGR THE 057 PRDZ:
3. 10 STUDIES CONPELETED 3 3. FULL AKDUNT OF RESOURCES US:D; : :
4. 280 PERSOM KONTHS OF TECHNICAL ASSISTANCE t SUB-LOANS EXCEEDEC 52 TARGET : :
¢ H :
3. 05: & ARTICLES OF INCORPORATION APPROVED; CONNENCENENT OF 1 t !
OPERATIONS ! t :
* 2. LAAD/CARIBE SUR-PROJECTS FINANCED : H :
¢ 3, FOLLOVING SUD-PROJECT INDICATORS: t : s
== SUB-PROJECT OBJECTIVES BEING MET 1 : :
— INTEREST/PRINCIPAL PAYNENTS RECEIVED t t $
— NININAL DELIQUENCIES ] H :
== INTEREST PAYNENTS TO AID ARE MET ! : !
2. 012/018—-EIPI1I ® L. 2-4 REGIDNAL COMNERCIAL BANKS DPERATING WITH CoB/&OVT, + L. "2-4 REGIONAL COMNERCIAL BANKS OPERATING® REQUIRENENT ! NOTHING :
EIPERINENTAL LENDING ARRAKGENENTS H HAS BEEN DROPPED DUE TD DISINTEREST H t
2. 3-3 REVITALIZED OFC'S IN OPERATION t 2, "DFC'S HAVE BEEN STRENSTHENED IN ALL THE LOC TERRITORIES® :
3. 5 SUM-LDANS FOR THE DEVELOPNENT OF INDUSTRIAL EBTATES v 3. I SUB-LOANS FOR THE DEVELOPNENT OF INDUSTRIAL ESTATES ! :
4. 130 SUB-LOANS ANNUALLY 17O SMALL AND NEDIUN BUSINESSES ¢ 4. TARGET OF EXTENDING 150 SUB-LUANS ANNUALLY HAS BEEN EXCEEDED @ :
S. 42 PERSON YEARS OF T.A, t 3. ALL THE DFC'S RECEIVED SMALL BUSINESS ADVISORS FOR 1-2 YRS, 1 s
H H
3. 033/0135--CCCUI/IL # 1. 7 NATIONAL LEASUES NILL BE FINANCIALLY SELF-SUFFICIENT i ¢ 1. “CORE STAFF AT CCCU ... AT ITS FULL COMNPLEMENT® 2 1. FINANCIAL SELF-SUFFICIENCY INFORMATION :
2, CCCU KILL 8 SELF-SUFFICIENT IN CORE OPERATIONS 1 92, "CCCU STAFF CONTINUE® TO PROVIDE INSTITUTIONAL STRENBTHENING 1 2., NEMBERSHIP TRENDS :
3. TOTAL CREDIT UNION MEMGERSHIP WILL EICEED t SERVICES TO THE CREDIT UNION NOVEMENT IN THE REGION ¢ 3. TRAINING INFORMATION :
ORIGINAL ESTINATE OF 367,000 BY 3,500, &3, ENPHASIS .,.PLACED ON THE TRAINING OF TRAINERS® H :
&, LOCAL CREQIT UNION MILL RECIEVE T.A. AND TRAINING t : !
4. 042—-PDAP/PDAPI] A POAPL: |, COMPLETE 3 STUDIES t 1, NUMBER OF BUSINESS STARTS OR EIPANSIONS t 1. NUMBER OF STUDIES COMPLETED :
2. COMPLETE 3 POLICY STUDIES 1 2, KEW ENPLOYMENT H :
3. DEVELDP AXD INPLEMENT AT LEAST § NAJCR PROJECTS PER COUNTRY: 3. NUMBZR OF NATIONAL IKVESTHENT PRONOTION OFFICES DEVELOPED :
3. DEVELOP AND IMPLEMENT AT LEAST 4 JOINT-VENTURE PROJECTS : :
VITH U.S. FIRMS 1 : :
B. PDAPII: 1. 50 STARTS OR EXPANSIONS ! : 1
2, 12,000 KEW J0D5 : : :
3. ONE OR MORE PUBLIC, PRIVATE, OR MIIED : H s
OFFICE IN EACH COUNTRY : : :
J. 043—CAIL 1. 3 PROGRAX PLANS FIKALIZED i L. AFFILIATES STAFFED AXD TRAINED ¢ 1. ANDUNT OF MONEY DISBURSED 10 3
2. 3 STUDIES CONPLETED !t 2, *CAIC HAS IMPACT ON POLICY* ¥AS EVALUATED SUCCESSFULLY 3 *APPROPRIATE PROGRANS® :
¢ 3. CHANBERS SURVEYED AND AREAS OF MUTUAL CONCERN ESTABLISHED : 3. NUMBER OF 1.A. RECIPIENTS ¢ 2. AREAS OF NUTUAL CONCERN ESTABLISHED
¢ 4, “NDHEY DISBURSED TO APPROFRIATE PROGRAMS® ¢ &, NUMBER OF TRAINING RECIPIENTS + 3. TASK FORCE ASSIGNMENTS CONPLETED :
t 5. TASK FORCES COMPLETE ASSIBNAENTS ¢ 5. NUFBER OF POLICY STUDIES AND ANALYSES CONPLETED ¢ 4. PROGRAN PLANS FINALIZED 3
6. 060--CPDF 1. CONSIDER 60-120 PROJECTS/YEAK 1. NUMBER OF FEASIBILITY STUDIES 1. NUMBER OF PROJECTS CONSIDERED
2. DETAILED PRONOTIONAL DEVELCPXENT OK 12-25 PROJECTS/YERK 2, NUMBER OF FUNDED SUB-PROJECIS 2, NURBER OF PROJECTS REFERRED

3 REFER 7-13 PROJECTS/YEAR T0 FINAKCIAL INSTITUTIONS
4. FINAKCE 5-10 PROJECYS/YEAR

s ee we oo

1. 079--DOAINICA SED

1. PRCVIDE T.A. T0 300 MICRO-ENTERFRISES

..
—
.

43 LDANS=3$53,000

—

STAFFINS INFORPATION
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LEGEND: ¢+ IKJICATES THAT THE INDICATOR IS COMSIDERED TABLE 1
- GVERLY GUALITATIVE AXD/CR JIFFICULT 7O NEASURE
INFORMATION GN THE PROJECT QUTPUTS INDICATORS
* * CLOTATION MARKS ARE USED FOR GIRECT C;TATIONS FRIY THE
PAOCECT INPLEMENTATIEN STATUS RESORT
LOSFRANE : RAJOR + LOGFRAME INDICATORS :
oureut : QUTFUTS : HISSING :
PROJECT INDICATORS : INPISR's : FREN PISR's H
"""" s—e——eee I seemeevene. e st 2 H
2, APPROX, $564,000 OF LOANS FRON LOCAL BANKS ¢ 2. PROVISION OF COUNSELLING SERVICES + 2. TYPE OF TRAINING PRCVIDED :
KILL BE GUARANTEED BY THE NDF ¢ 3. WUMBER CF CLIENTS ASSISTED 3 3. INFORMATICN GN QRSANIIING COMMITTEES
3. WDF WILL BE FULLY STAFFED (1 EXECUTIVE DIRECTOR, : : :
4 SNALL BUSINESS EITENSION ASENTS, AMD SUPFCRT STAFF), ° . :
¥ 4, TRAIMING OF LDAN PROMOTERS NILL LARGELY BE DONE ! H
87 LOCAL PERSONNEL t :
# 3. ESTADLISH BROAD AND DIVERSE ORGANIZING COMNITTEE 1 t
2. 0B4--CFSC L. LOAN PORTFOLIO OF $13.2 MILLION BY YEAR ¢ t 1. MUMBER OF BUSINESSES ASSISTED : NOTHING

OF THE PROJECT

¢ 2. NUNBER AND ANOUMT OF LOANS

- 0B7--REGIONAL DEV. TRAINING

1. 48 SINGLE BUSIKESS INTERVENTIONS

2. 315 INTERMEDIATE ENTERPRISES ASSISTED

3. 560 MAMAGERS & SUPERVISORS TRAINED

Y. 7.2 PERSON YEARS OF DIMAP STAEF TRAINING

3. 200 SHORT-TERN TRAI#ING AARDS GIVEN

b 30 L-T/13 SHORT-TERN PERSON YEARS OF TRAINNG
IN THE PUBLIC SECTOR

7. 5.7 PERSON YEARS OF PRIVATE SECTOR TRAINING

A. OCT.-MARCH 1985:
1. NUXBER OF CONPAKIES THAT COMPLETED FIRST PHASE OF
*ORGANIZATIONAL DEVELOFNENT INTERVEHTION® PROCESS
2. NUMBER OF WORK PLANS FCR ACTION PROGRAMS COMPLETED
BY COMPANIES,

H
:
t
i
!
1B, APRIL 1985-NARCH 1986:

t 1. NIMBER OF TRAINING PARTICIPANTS IN IIE

1 2. NUNBER OF SENIOR NANASENENT PARTICIPAKTS IN 1IE
3. NUNDER OF INTERVIENED CAKDIDATES FOR BIMAP

t

1C. APRIL 1986-JUNE 1987:

1. MUNBER QF SINGLE BUSINESS INTERVENTIONS

1 2. NUMBER OF INTERMEDIATE ENTERFRISES ASSISTED

1 3. NUNGER OF MANAGERS/SUPERVISCRS TRAINED

+ 4. NURBER OF BINAP STAFF TRAINED

L. NUNBER OF TRAINING AWARDS
2. TRAINING AND T.A. ACCOMPLISHMENTS
STATED IN FERSON YEARS

G ST 45 e% oo 44 e oo s 00 me ee e se o

S ¥ 00 4 s s 4o 00 ws ee

e e ae et oo e e es e

- 086--IPIP

1, DVER 600,'900 §0. FEET OF FACTORY SPACE DEVELOPED

¢+ & 1. FACTORY SPACE
t & 2, INCREASE IN EMPLOYNENT
t & 3. INCREASE [N EIPORTS

NOTHING

.
4

i 0102—CARIB. MRXTNG. ASSIST.

¥ 1. ESTABLISH VIABLE, FUCTIONING PRRTMERSHIPS MITH LOCAL
ECONONIC BEVELOPHENT SUBCOMMITTEES (EDS) IN ST. LUTIA,
BARBADCS AXD DOMINICA AND COUNTERPART N.Y, PARTRERSHIPS
10 ROCKLAND, ALBANY AND DUTCHESS COUNTIES

§ 2. RECAULT AXD DRIENT APPROPRIATE, EXPERIENCED AND
NELL-QUALIr IED SPECIALISTS

¥ 3. T0ENTIFY AND EMLIST VOLUNTEER AND PAID CONSULTANTS [N
BOTH PARTAERSHIP AREAS 10 FROVIDE ASSISTANCE 10
CARIBBEAN ENTREPRENEURS

# 4. PROVIDE INDIVIDUALIZED,CUSTON-DESIGNED TRAINING TO
CARIBBEAN BUSIMESS PEOPLE AND THEIR ENPLOYEES

* 3. FACILITATE THE NARKETING OF BOODS 4D PRIDUCTS FRON THE
THE CARIDBEAN

t ¢ L. "HIRING OF COORDINATORS ... HAS KAD MAJOR INPACT UPON
: PROJECT EXECUTION®

P42, "EDS’s ARE NON COMAUNICATING WITH THEIR MER YORK

: COUNTERPARYS®

t ¢ 3. "BARBADOS EDS COORDINATED A VISIT FOR GAKNENT

: MANUFACTURERS TO ALBANY

* ¢ 4, "ROCKLAND COUNTY ECS ARRANGED A TRADE FAIR...AT WHICH
: ST. LUCIA HANDICRAFT PRODUCTS WERE BISPLAYED®

1. SPECIALISTS RECRUITED
2. CONSULTANTS HIRED
3. TRAINING PROVIDED

*
H
.
H
H
.
.
.
.
H
.
:
.
H
.
:
.
H
.
.
.
.
.
H
.
H
.
H
.
H
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H
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H
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2. OI33—~SMALL ENTER. ASSIST.

€ 1. ESTABLISH AND STAFF RCU
¥ 2. STAFF NATIONAL COGROINATING SECRETARIAT
Y. PROVIDE 1,130 MICROBUSINESSES WiTH TECHNICAL
AND FINANCIO) ASSISLANCE

L. ESTABLISHED A REGIONAL COORDINATING UNIT
§ 2, NUMBER OF MCC's ESTABLISHED
t 3. MUMBER OF MICRO-FIRMS ASSISTED

t 1. LOAN PORTFOLIO SIIE

s e

15



¢+ INDICATES THAT THE INDICATGF IS CONSIDERED
CVERLY SURLITATIVE AND/OR DIFFICULT 10 NEASURE

TASLE 1

INFORRTION GN THE FAOJECT QUSPUTS INDICATGSS

* GUOTATIGN MARKS ARE USED FOR DIRECT CITATIONS FROM THe
FROGZLT IMPLEMENTATION STATUS REPORT

PROJECT

LOGFRANE
oureut
[NOICATORS

4. SUITABLE LDAN PORTFOLIO SIZE AND QUALITY
(FINANCIAL RATIOS PROVIDED)
3. PROVISE T.A. TD 430 SNEs.
6. T30 PARTICIPATING INDIVIDUALS, FIRMS, AXD INSTITLTIONS

RAJOR

QUIFLTS

IN PISK’s
3. NUMBER OF TRAINING PROVIDEZD 10 SNE s
6. ESTASLISH SBICs.
1. ESTABLISH SE CREDIT FUND

.
H

LOGFRANME INGICATORS
NISSING
FROM PISR 5

et ne e .-

S 0136—~KDF ASSISTANCE

¥ L, PROVIDE RESOURCES FOR A SYSTEN GF CREDIT FOR VIABLE
SWALL PROBUCTIVE PUSINESSES

§ 2, CREATE A MORE PRODUCTIVE AND VEBRANT SWALL WUSINESS SECIOR :

¢ 3. INPROVE THE MAMAGERIAL AND TECWNICAL BUSINESS SKILLS oF
SMALL ENTREPREMEURIAL BROUPS AND INDIVIDUALS
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The issue of selecting and reviewing measurable or appropriate
indicators is one that has eluded both the preparers of the

PISR's and the baseline LogFrames. Faor example, one of the
principal goals included in the LogFrames of all the projects is
to increase emplayment. This "goal", however, is used as a

purpose indicator in three reports and as an output indicator in
two reports. Even when indicators selected correspond to appro-
priate outputs, they still tend to be difficult to measure and
quantify. Specifically, our analysis concludes that more than a
third of the output indicators included in the LogFrame were
either: a) overly qualitative, and/or b) too general. All these
vague indicators allow managers to claim any project development
as an achievement of a target. For example, in the case af CFSC
one of the LogFrame output indicators is to “"establish a viable
long—term credit institution®. Unfortunately, there is no
description of what exactly constitutes viability. 1Is it being
able to function without AID financing, or does it simply mean
providing a certain number of loans during the year?

The same problems associated with the LogFrame indicators is true
for close to 30%Z of the indicators included in the PISR's. The
vagueness and lack of consistency regarding acceptable levels af
performance, could be due in part to the Project Officer’'s
attempt to aggregate several explicit indicators or to focus on
what he/she viewed as the few overriding crucial indicators. It
could also reflect a practice of putting the best face on
failure. In any case, use of ambiguous, nebulous, and inexplicit
indicators reduces accountability and ultimately makes it
difficult to determine the likelihood whether or not the results
anticipated in the project design paper will be achieved.

On this last point, the monitoring reports rarely provide a clear
indication that specific output targets will be achieved. In the

section on "Comments on Implementation", one finds an abundance
of statements like: "Moving ahead of schedule", "Majority of
plans are being implemented", “Loans are leading to increased

employment"”. These comments reflect on general trends but rarely
are supported by specific facts or evidence on the achievement of
specific output indicators.

F. PROJECT PURPOSES

As shown in Table 2, the <same problems associated with the
reporting of project outputs also afflict the tracking of project
purposes. As in the case of project outputs, the overall project
purpose is stated in all of the reports. But the indicators or
end-of-project-status (EOPS) criteria used to determine the
achievement of the project purpose is presented in only 8 out af
the 13 reports. Out of those eight, only one project, the SEA
project, comments on purpose indicators that correspond exactly
to the purpose indicators originally presented in the LogFrame.
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All the remaining reports are missing at least two LogFrame
indicators. In the case of 8 projects, there are three or more
LogFrame indicators missing in the PISR's.

More so than with outputs, the indicators included in both the
LogFrame and actual monitoring reports are excessively qualita-
tive and difficult to measure. According to our analysis, less
than half the indicators presented in LaogFrames and the PISR’'s
represent quantifiable criteria (such as number of jobs, percen-
tage of arrears, etc.) with explicit targets set. The remaining
criteria are what could be termed "qualitative","open—-ended",and
either averly difficult or easy to attribute achievement. For
example, in the case of Regional Development Training, it would
be difficult to measure the success of "“impraving employees’
skills". In the case of CAIC, how much "liaisoning with other
agencies and associations" is considered acceptable? An indicator
should help to answer questions and raise other questions related
to the achievement of project purpaoses; it should not require a
question to first determine its significance.

With the exception of three prajects (IPIP, CFSC, CPDF), none of
the monitoring reports provide a clear indication on the likeli-
hood that the praoject purposes will be achieved. In the case of
CCCU~I and 1I, one never receives an idea of how the financial
status of national credit wunion leagues are progressing, nor of
the locan volumes and membership status of the credit unions
themsel ves. Similarly, except for the last year, the reports an
CAIC avoided commenting on whether membership 1is increasing or
decreasing.

The lack of assessment related to purpose achievement, and the
resulting consequences, was especially evident in the Regional
Agribusiness Development project. During the project, there was a
dramatic shift in the use of funds away from contributing to
equity financing (one of the project’'s purposes) to providing on-
lending funds to small farmers for farm improvements ( originally
not included as a project purpose). At no point , however, was
this shift in purpose pointed out. Instead, the status summaries
merely pointed out that the FACD would be extended to allow
certain on—-lending institutions to fully disburse project funds.
The lack of discussion of a major shift in approach (and the
failure to develop a framework for measuring achievement of a new
project purpose) suggests both a lack of commitment to a prior
project purpose and a lack of accountability for achieving a new
one. Such practices, do not make for good management. Focusing
on disbursement as an overriding end in itself can lead to the
subordination of specific project purposes and defeat the purpose
of a monitoring system.



G. COMPARATIVE ANALYSIS OF THE MONITORING REPORTS AND
==S TR A VE ANRISIo Uk The MUONITORING REPORTS AND

EVALUATIONS

Tables 3 and 4 present matrices on the projects and the key
indicators and problems included in the final evaluations as
compared to the monitoring reports. As is shown in the tables,
there is very 1little correlation between the indicators and
problems presented in the evaluations and the monitoring reports.
In the evaluations, there were normally 6-8 key indicators or
information areas used to determine the efficiency, effective-
ness, impact and sustainability of the projects. These included
operating ratios, membership levels, percentage of 1loans in
arrears, and the business performance of loan recipients. Some of
these indicators could serve as project commensurables, but they
are naoticeably absent from the PISR's. In most of the monitoring
reports, there were normally less than three indicators that
correspaonded to those used in the evaluations. Only in the case
of EIP, CFSC and the IPIP did the monitoring reports focus on
issues that were then commented on in the evaluations.

Given deficiencies in the selection of indicators and in the
orientation of the monitoring reports discussed previously,it is
perhaps not surprising that the problems analyzed in the monito-
ring reports did not correspond to the major praoblems identified
in the evaluations of many of the same projects. In fact, in
only 55 ogut of 91 reports reviewed was there even any specific
references to major problems in a section entitled "Problems and
Delays". Even in those reports that included same commentary on
major problems, the issues identified were often either too
general in their formulation or too narrowly focused on praoce-
dures to sucgest the need for decisive action. The most promi-
nent issues cited in the monitoring reports (presented raughly
in the order of the number of times an issue was cited) were: 1)
implementing organizations lack qualified staff; 2) general
comments on "lack of demand", "few requests" for services being
rendered; 3) incomplete and/ar delayed reporting by implementing
organizations; 4) delays in AID disbursement approvals; and 5)
delays in the implementation of mid—term evaluations and reviews.
One has a sense of administrative tunnel vision. The preparers of
the PISRs appear tao have had 1little direct contact with the
private sector target group, and to lack familiarity with what is
going on out there on the firing line.

The set of problems identified in the PISR's differed both in
substance and depth of analysis from those presented in the final
evaluations. For example, while the monitoring reports may have
pointed out that a delay in disbursement was due to a "lack of
demand", the evaluation pointed out that the lack of demand was
due to a fault in project design in overlooking the intermediary
financial institution’'s reluctance to take on foreign exchange
risk. Instead of procedural praoblems, the evaluations rightfully

[

1



TABLE 3
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examined problems associated with 1low demand,inflated targets,
poor project design,and conflicting or misdirected goals.

The monitoring reports’ focus on procedural problems often have a
buck—-passing flavor to them. For example, a poor disbursement
rate could be blamed on the implementing agency's slowness in
presenting claims or AID/Washington’s tardiness in providing
certain approvals. While these factors well may have contributed
to the inability of the project to achieve project outputs and
purposes, there are usually aother contributing factors as well.
Often times, stunted 1loan demand and/or slow institutional
development can be identified through a more detailed review of
operating ratios, membership levels, and end-borrower repayment
record.

In general, the information provided in monitoring reports should
provide an indication of the problems that are eventually
examined in detail in the evaluation reports. One indication
that the Project Officers are not receiving proper information is
the fact that one of the most important activities mentioned in
the reports was the need to carry out a review and/or evaluation
of the projects. Without any conclusive evaluative data, the
officers resort to mentioning problems that are mostly “generic®
and are likely to occur in any project be it in the private
sector, agriculture sector, or health and population sector.

H. OVER-DEPENDENCE ON EVALUATIONS

For some years, RDO/C was a kind of pressure-cooker in which the
forces driving the launching of new projects and the moving of
maoney were viewed as higher priorities than the careful monitor-
ing of the use of resources in ongoing projects. In this
environment, most attempts at judging the successes and weak-
nesses of the project were viewed as "hot potatoes," best delayed

and left to consultants and other outside evaluators. As a
result, some projects ran their courses from beginning to end
without any serious attention to their deficiencies. Others

yielded "Lessons Learned" after it was too late to apply these
lessons to themselves. In others, problems erupted in mid-course
and caused a great deal of trouble.

In general, the setting and tracking of project achievements
along with the assessments of the performances of the RDO/C
staff, contracted consultants and implementing organizations has
been less than satisfactory. Contrary to LogFrame philosophy, the
designation of objectively verifiable indicators in project
designs has not been taken very seriously, either in the amount
of effort devoted to indicator selection or in the amount of
informed judgment applied to the task of setting performance
targets. Target inflation-- the setting of unrealistic goals in
the expectation that puffing will help sell a project or a

24



proposal (or perhaps spur on the efforts of implementing organi-
zations)—— has been matched by & lack of candor and by inflation
in reporting results. Given other pressing Mission priorities
and the sensitivities of RDO/C's implementing organizations,
Project Officers have spent 1little time in the field attempting
to determine for themselves whether what was being reported on
paper was actually happening. Coanfirmation of results were more

easily left to others.

The disadvantages of deferring any adjustments to unrealistically
high targets until outside auditors or evaluators arrive on the
scene ,has been dramatically illustrated in the case of the
history of PDAP. During the design and implementation stages, the
Mission’'s monitoring process did not critically analyze the
original targets set or independently validate any achievement
claims. The specific targets which were set (particularly
employment generation) contributed to an unbalanced performance
in which institution building requirements were unwisely-—
deferred. Over time, the imbalance between the direct investment
promotion efforts of the contractor and assistance to indigenous
investment promotion organizations increased. Lacking any means
for measuring a better balance or indicating that there was an
imbalance to begin with, the stage was set for an incredibly
noisy and self-defeating popping of the balloon of inflated
expectations with the 1984 evaluations. It would have been far
better for RDO/C, for its contractor, and for indigenous institu-
tions in the Caribbean had the prcject been established within a
disciplined framework from the start. In order to prevent the
development of an "expectations gap" among these groups, there
should be a policy of candor and “reality—-testing" incorporated
into the monitoring system.

I. CONCLUSION

Froject monitoring should be regarded as part of an integrated
design/monitoring/evaluation process which starts with project
design and ends with ex post evaluation. An assessment of PSO
project monitoring reports and a comparison with project evalua-
tion results indicates that a number of deficiencies exist. 0On
the basis of the review presented in this section, the follawing
improvements should be made:

1. The indicators presented in the LogFrame and monitoring
reports should be quantifiable, consistently defined and achiev-
able.

2. The presentation of financial data in Project Implementation
Status Reports should include planned versus actual expenditure
data for each year. In addition, there should be some breakdown
of project costs by function, country and target group.



3. Monitoring system indicators selected should be prioritized
and matched according to the information requirements of dif-—
fering levels of management. For example, the indicators tracked
by the Mission Director and AlID/Washington should be more
purpose/goal oriented and fewer in number than those followed by
the Project Officers.

4. Project indicators should provide a direct link between
monitoring and evaluation reports. Specifically, the indicators
should provide information on the efficiency, sustainability,
relevance and overall impact of the project.

5. The Private Sector Office should employ indicators that will
measure project functions and performance characteristics that
are commensurable among PSO projects. Commensurables should be
used to compare the cost-effectiveness between projects and of
the program in general.

6. There should be a “Target Achievement Review" session held
after a project has been in operation for a year aor two. During
this review the Project Officers would discuss with the implemen-—
ting organizations®’ Directors the likelihood that the targets
established in the LogFrame will be achieved. If the tarqgets are
clearly set too high, then they will be revised and the revision
along with accompanying explanations will be documented.



SECTION II

RECOMMENDATIONS

LBII proposes a monitoring system that balances the ideal with
the practical. The recommended monitoring system includes five
main elements: (a) Indicatorss (b) Reparting Requirements; (c)
Field Validations; (d) Field Surveys andj (e) Accounting System
Enhancements for the ECIPS and for the CAIC component of the
CAIC/SEA projects. The first two elements system, indicators and
reporting requirements, are considered core activities and should
be put in place in 1987. The third activity is also considered
essential, and should be put in place in 1988. The last two
elements,concerning additional information gathering activities,
are considered desirable, but not essential, especially in the
short—term. Each of the five elements of the monitoring system
is discussed in turn below.

A. MONITORING INDICATORS:

A critical problem identified in Section I is the selection of an

appropriate set of indicators. The indicators need to be: (1)
prioritized, (2) quantifiable, (3) consistently defined, and,
where possible, (4 )commensurable. In recommending a list of
indicators, LBII drew upon two primary sources—— the detailed

classification contained in LBII's Generic Scope of Work and the
conceptualized, but never specifically utilized, Cost-Effective-
ness Framewark. The Generic Scope of Work, which LBII has been
using in a series of evaluations of Private Sector Office
Projects. is organized on LogFrame principles. The Cost-Effec-
tiveness Framework, originally viewed as a separate analytical
toal along with a monitoring system for tracking the relationship
between inputs expended and outputs delivered, has been incorpor-
ated directly into the recommended monitoring system. Instead of
a separate Cost—Effectiveness Framework, there are now cost-
effectiveness indicators that are used as "project commensura-
bles" for measuring the efficiency, sustainability, impact and
relevance between prajects. All the recommended sets of indica-
tors allow managers within AID and the implementing agencies to
monitor and evaluate individual project progress as well as the
overall health of the portfolio.

1. RECOMMENDATION:

The recommended monitoring indicators (presented in detail in
Tables 1-F in Section 11I) are organized into the following
categories: a) “Top Five Indicators" (Table 1), b) "Project
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Distinguishables" (Table 2)y and c¢) “Project Commensurables"”
(Table 3). These sets of indicators respond to the information
requirements of differing levels of managerial responsibility
within USAID and the implementing organizations. The indicators
allow managers to track the achievement of a few of the most
critical LogFrame indicators at the input, output,purpose and
goal levels. The proposed monitoring system provides information
ca the cumulative performance of PSO projects (e.g., number of
businesses assisted, jobs created, credit extended, etc.) on
which the PSO must report in RDO/C’s Annual Action Plan. Finally,
the indicators provide a linkage between individual project
monitoring requirements and criteria needed to evaluate the PSSO
portfolio in general.

The "Top Five Indicators" (Table 1 in Section III) represent a
few input-, purpase—-, and goal- related indicators common to all
projects. Specifically, the indicators recommended are:

(1) Number of validated firm-level "“success stories;"

(2) Project costs including annual actual/planned disburse—
ments (%) and the percentage of AID disbursements by
function, country, and target group;

(3) Number of jobs affected and created,

(4) Amount of total investment generated and/or credit
extended to AlD-assisted firms; and

(3) Amount of export earnings and/or foreign exchange
generated.

While these indicators can be used by all levels of management
within AID , they are primarily intended for "upper-level™"
managers —-—the Mission Director, Directors of the Private Sector
and Pragram Offices, and AID/Washington officials. The indica-
tors should be used by these decision-makers for: (a) monitoring
the achievement of l.ogFrame purposes and goals, (b) providing
information on a few of the most important performance achieve-—
ments in the Annual Action Plan and (c) evaluating the paortfolio
in terms of relevance and impact.

The secand set of recommended indicatars y "Fraject Distinguish-
ables" (Table 2), are function-specific and organized according
to the 1level of decision-making. The functional categories are:
institutional development, technical assistance/training,
investment promotion, finance, project develapment, and policy
advocacy and development. The managerial levels referred to are:

"upper-level" (described above); "middle-leval " managers (prin-—
cipally Project Officers) and; "operating-leve; decisicn-makers
which consist of the officers of the implementing and inter—
mediate organizations. (AN "implementing organization" is gne
which renders services and/or provides services directly to a
pPrivate sector firm. an "intermediary organization” serves as a
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wholesaler of funds, which it receives from USAID and distributes
to implementing organizations.) For each aof the above functions
and levels of decision—-making, a set of indicators has been
selected which allaow the PSO and the implementing organization’'s
managers to track the achievement of individual project outputs.
The rationale is that the number of indicators should decrease as
the level of decision—-making moves “"upstream" towards the top of
the AID hierarchy. In this manner, the upper-—level managers
concern themselves with the “Taop Five Indicators" and 1-2 other
monitoring indicators, while the Project Officers (middle-level)
and Implementing Agency Directors (lower—level) focus on maore
detailed maonitoring indicators.

The final set of indicators focus on the cost—effectiveness of
individual projects and the poartfolio in general (Table 3).

These indicators are termed “Project Commensurables" and are
organized by evaluation categories which are common to all
projects. The commensurable cateqgories are: sustainability,

efficiency, relevance, and impact. These indicators generally
focus on the ratios of project purpose and output achievements to
inputs expended. More than the other sets of indicators, the
project commensurables provide a direct link between monitoring
and evaluation tasks and between individual project and overall
portfolio assessments.

2. FPRINCIPAL RISKS AND LIABILITIES:

As the monitors move from considering “upper—level" to "middle-
level" to ‘“aoperating—-level" indicators, there is an increasing
degree of specificity and correspondingly greater potential for
detailed control. If the Mission Director sees something in the
"upper level" monitoring reports that he does not 1like or
understand, he can regquest further explanation from the Project
Officers. Similarliy, if the Project Officers are puzzled or
disturbed about their reports, they can ask questions of opera-—
ting-level officials in the intermediary or implementing organi-
zations. If suitable explanations still are not forthcoming,
direct access to the target group also is possible. The more
comprehensive the monitoring system and the more thorough the
process of monitoring becomes, the greater the risk that the
implementing organizations being monitored may feel a sense of
intrusion. The more frequently they are called upon to explain,
the greater the likelihood that the monitoring process may come
to be regarded as a form of surveillance.

Moreover, a well-designed monitoring system tends to force
action (or at least inquiry) when the numbers it prov:.des send up
a red flag. If managers believe that it is unwisza to inquire or
to act, they may not wish to l.ave red flags waved at them
frequently. A monitoring -ystem that rings too many alarm bells
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too often may quickly become unpopular with the persons doing the
monitoring as well as with the organization being monitored.
This phenomenon is further discussed under the heading, "The Will
to Monitor"” in Section IV of this report.

3. IMPLEMENTATION TIMETABLE:

All three sets of indicators presented in this report should be
reviewed and finalized in the next few weeks. A review meeting
has been scheduled for November 12, <final decisions should be
made by the end of that week. Alternatives concerning the number
of indicators selected for implementation are discussed in
Section V.

B. PROJECT/PROGRAM MONITORING REPORTING REQUIREMENTS:

1. RECOMMENDATION:

LBII recommends that the RDD/C work within existing reporting

formats. The primary monitoring documents to be used are the
Project Implementation Status Reports (FISR) and the Annual
Action Plans. The principal conduit of monitoring information

will be the periodic reports of the RDO/C's implementing organi-
zations. With some slight revisions in the PISR format, the
Private Sector Office will present to the Mission Director
quarterly reports on the selected "upper—level" and "middle-
level" indicators. The end-of-the-year PISR will then include
information on the "Top Five Indicators" which will be included
in the Annual Action Plans sent to AID/Washington. The major
activity that should be carriazd out before the system becomes
functional is the development of new or supplemental reporting
formats for the implementing organizations to present to RDO/C
and the revision of existing FISR formats. Explanatory material
and definitions shaould accompany these formats.

2. FRINCYIPAL RISKS AND L_IABILITIES:

As the monitoring system puts in place more discriminating
indicators of project performance, the reporting requirements of
the implementing organizations will also increase somewhat. Very
few people enjoy reporting on detailed information that may be
used to criticize their performance. There could be some com—
plaints from implementing organizations concerning additional
costs and administrative burdens of the system, or concerning its
basic philosophy.



3. IMPLEMENTATION TIMETABLE:

Decisions raegarding the indicators to be employed should be made
by the Mission by the end of the week of November 9, 1987.
Formats and explanatory materials are to be completed by December

15, 1987.

C. ANNUAL FIELD VALIDATION VISITS:

Two other recommendations by LBII concern additional information
gathering activities. Annual field validation visits by the
Project Officers are discussed in this sub-section. Surveys and
statistical analyres concerning employment, exports, investment
and other indicators of econaomic performance in the O0OECS coun-
tries are discussed in sub-section D.

1. RECOMMENDATION:

LBII recommends that annual field validation visits be carried
out by the Praject Officers in late January or early February of
each vyear (given other system implementation requirements, the
19688 visits probably should be deferred until March or April).
Members of the PS50 staff would spend about a week in the field
each year. sach staff member would devote his efforts to a single
island, examining effects aof all PS0 projects on that island.
Results would then correlated on a project-by-project basis and
on a program basis. If the validation effort were carried out by
mid-February, the results could be incarpaorated into this year’s
Annual Action Plan.

The annual field validation visit is recommended for two reasons.
First, the site visits would allow the Project Officers to assess
first-hand the accomplishments, needs, and frustrations aof the
target group. Just as a private business seeks to monitor the
marketplace opportunities through consumer research and a good
marketing executive seeks to keep his finger on the pulse of his
ultimate customers, the Private Sector Office should keep abreast
of changing circumstances and attitudes of 1its private sector
target group. According to current USAID guidance, this is what a
FProject Officer should be doing as part of his current monitoring
duties. In practice, it has been very difficult for PSO staff
members to extricate themselves from their offices in the RDO/C.
Annual field validation can be regarded as a form of mandatory
resource allocation, which protects the monitoring function from
erosion under the influence aof competing priorities.
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Secondly, the annual field visits enable the Project Officer to
selectively validate the information pravided by the implementing
organization. Given the history of exaggeration in targeting and
reporting results, it is difficult ta conceive how any reliable
achievement monitoring system could omit some form of external
validation of results reported by implementing organizations. The
monitoring approach recommended by LBII gives prominence to firm-
level "success stories" as monitoring indicataors: specific,
well-documented, credible, and verified accounts of the ways in
which RDO/C-financed assistance helped particular firms increase
investment, employment, exports, or achieve other desirable
objectives. The presence (or absence) of a sufficient nuamber of
firm-level successes, to which USAID-funded assistance has made a
clear contribution, is regarded as a strong indication of project
and program success. First—hand assessment (and, initially at
least, rewriting of the accounts) of claimed firm—-level successes
would be an important focus for the field validation effort.

Without some form of on—going assessment of the firm level
achievements and of the claims of implementing organizations that
they have contributed to these achievements, verification tasks
must be left to evaluations. While these evaluations can provide
a degree of objectivity not otherwise available, they cannot be
relied on to provide annual information. Moreover, they seldom
succeed in getting PSO FProject Officers into the field to talk
with businessmen.

Besides the evaluations, some quantitative validation information
conceivably could be obtained on a regular basis by expanding the
scope of commercial-type audits which most of RDO/C‘s implemen—
ting organizations have annually. But such an exercise would not
capture the full range of benefits envisioned for annual field
validation. Another alternative would be for the annual valida-—
tion to be carried out by consultants. However, this would be
more expensive and probably less beneficial to the substance of
RDO/C’'s FPrivate Sector Frogram than having PSO staff members do
the validation on a regular basis.

2. PRINCIPAL RISKS AND LIABILITIES:

More so than in the case of the selection of indicators, the
annual field validation survey would run the risk of creating
acrimonious relations between RDO/C and the implementing organi-
zations. While the primary purpose of the visits would be to
learn about the positive developments in the project (number of
success stories), the validation process on claimed achievements
may be viewed asg threatening. The implementing organizations may
believe that AID is questioning their integrity.
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asides the risk of misunderstanding, the annual field validation
ill also require a commitment of the Project Officers’ time.
his additional work assignment may be viewed as less important
ran the Project Officers’ other responsibilities.

IMPLEMENTATION TIMETABLE:

itting new monitoring forms and guidance in place-— and receiv-
ag the information mandated by these forms—— are conditions
vich must be fulfilled before the first field validation should
a carried out. From a practical point of view, the earliest time
wr field validation would be in March or April of 1988. There-
re, while considered an integral part of the monitoring system,
1is component of the system can be delayed until after the
idicators and reporting formats are established. Any insights
-ovided from the annual site visits would be included in the
tisting PISR and Annual Action Plan reporting format.

» ADDITIONAL SURVEY WORK:s

» RECOMMENDATION:

' addition to the annual field validation work, LBII recommends
at three additional survey-related activities be considered.
' the order of priority, the three activities are: the comple-
.on of an in-depth diagnostic survey of the formal and non-—
wmal business sectors in the OECS countries, conducting an
wnual formal sector telephone survey of business conditions in
e OECS countries, and the exploration of a program of RDO/C
ssistance to national statistical agencies in improving the
‘ovision of information on business activity in OECS countries.
igether, these activities should provide the PSSO with more
:curate information on the overall business environment and
wformance of all the target group businesses in the OECS.

II1 recommends that the in—depth diagnostic surveys be extended
i recommended in its July, 1987 report on a pilot survey carried
it in Barbados, St. Kitts, and St. Lucia.® Specifically, LBII
wcommended the completion of formal sector diagnostics in the
ve remaining OECS states (all except Barbados and St. Kitts)
id the continuation of informal sector diagnostics in three
.ates: Dominica, Grenada, and St. Kitts and Nevis. The diagnos-—
cs serve two functions. They are designed to test the

2 Traders, Manufacturers and Hucksters (Draft Final Report,
ly 18, 1987), Executive Summary, Section 4.5.4.
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assumptions underlying the existing RDO/C Private Sector Program.
In addition, the diagnostics provide insights which can be useful
in redesigning or recasting the program.

The diagnostic surveys should be spaced at intervals of about
five years They should provide comparisons between private needs
as articulated by businessmen, these needs as viewed by expert
interviewers, and these needs as served by the substantive
content of RDO/C’s private sector pragram.

Until some other source of timely information is available on the
performance of formal sector businesses in the OECS states, an
annual telephone survey could be carried out through national
Chambers of Commerce and/or other national business associa-
tions.Z Ultimately, the annual surveys should be conducted by a
regional business association such as CAIC. On an annual basis
(probably in December or January when the end-of-year business
performance results are known), each of the local Chambers of
Commerce would ask questions regarding employment, investment,
and exports/foreign exchange generated to a sample of approxi-
mately thirty formal sector businesses in each country. The
survey would allow AID to compare the performance of AlD-assisted
firms with the performance of the formal sector as a whole.
Using the performance of the formal sector as a comparison or
"surrogate for a control group." Such information would pravide a
perspective on the contributions of RDO/C assistance. It would
also make a direct contribution of information needed for
inclusion in Annual Action Plans. The annual telephone survey
well could grow into an effort of a more substantial magnitude.
There is a lack of timely and pertinent information on private
sector activity throughout the OECS states which is felt by the
business and donor communities alike; USAID assistance seems most
appropriate in this area-- at least until the capabilities of
national statistical agencies reach the level where they can
fulfill business and donor requirements.

A final recommendation related to survey work has longer—term
requirements and implications. RDO/C should examine the possibi-
lity of providing resources to improve the capabilities of the
statistical agencies of each of the OECS governments.



irticularly in the area of providing business information. Since
provements could be undertaken as part of a general program for
proving statistical capabilities this option might prove very
ist-effective and useful for both USAID and OECS countries.
wever, a great deal depends on the mativation of individual
wernments to make such improvements and ultimately to support
iem from national revenues. At present, only the Government of
'« Lucia appears to have put forth the effort and received the
sistance required to establish a satisfactory capability for
e collection and analysis of pertinent data.

FRINCIPAL RISKS AND LIABILITIES:

e mast important consideration associated with these recommen-—
tions are the casts involved. At a minimum, the estimated cost

the telephone survey would bte about #$20,000. The in—-depth
agnostic survey would probably cost between $50,000 and
00,000. Finally, the dJdevelopment of the O0OECS statistic
partments would involve very high institutional develapment
sts aver a 1l-2 year pericd.

sides the costs there is always the risx that the businesses
rveyed will be reluctant to provide accurate information. If
is reluctance is pervasive, then the gcwverall accuracy and
efulness of the survey work wili bte weaxenec. However. this
sk shaould nct be blown out of proportion. In fact, the Dusiness
rsons interviewed during LEII‘s pilot survey carried out in
iy of 1987 were most tarthcoming.

IMPLEMENTATION TIMETABLE:

B in-depth diagnostic survey should be cornsirazrod £330 imoiemen-
ticon scmetime durisg the +irst O =ECccong quariers z+ the
Lizrdar yeeagr 1733, Y2 telephncn® survay CoL.d LI LoD enSntsd as
riy as Janwary of 1782, alticuzoh & morc sasliztlc timzmdrame
41d be the end of 1723. Finaliy, the insce ZeEvolioTmant

the statistical asgsnoises  zhould Lo : A lora-taEom
iority and one trat could bhe considerqszo | far- deveiopament

retime in the next -2 yearcs.

OTHER RECOMMENDATIONS:

mentioned in  the UBII s Septemb=r- 1237 caozr, Srocram Cost
ta Base®, neirther tte implamenting arganiz:tishs oo Gl has
S "PFrogram Cost Data Bese', Louis Sargzr [;mbzsoational

.. September 29,1737.



an accounting system that ig capable of providing costs by
function, target group beneficiary, or country. Briefly stated,
the maost cost-effective long-term solution to the reporting of
project costs would be to implement a computerized accounting
system geared more towards project management criteria rather
than disbursement guidelines.

The details of implementing a more standardized accounting system
are presented in the “Small Enterprise Monitoring System" report
prepared by LBII in April 1987. A second recommendation is that a
compliance checklist be filled out by each PSO Project Officer as
the same time PISR quarterly inputs are required. While RDO/C's
compliance monitoring system documentation is adequate, periodic
reviews of compliance requirements are in order. A sample
checklist is contained in Appendix A of this report.

F. CONCLUSION:

LBII ‘s recommendations for the manitoring system are summarized
in the tabulation:

1. SHORT-TERM PRICRITIES: A. FINALIZE THE THREE SETS OF
INDICATORS
—— SELECTION OF A-1,48-2, 1. "Top Five Indicators”
A-3 CONFIRMED BY: 2. "Project Distinquishables*
NOVEMBER 12,1987 . "Project Commensurables*
--— B, C, AND D TO EE B. DEVELOF NEW QUARTERLY REFORTING
FORMATS FOR THE IMFLEMENTING
ORSANIZATIONS
COMPLETED BY C. REVISE THE FISR FORMAT

LDECEMBER 1S, 13737

D. INSTALL COMFLIANCE CHECK LIST

2. MEDIUM-TERM FRIORITIES: A. COMFLETE DIAGNOSTICS
—— FIRST AND SECOND E. INITIATE ANNUAL TELEFHONE
QUARTERS, CALENDAR SURVEYS BY CHAMBERS
1987

C. INITIATE ANNUAL FISLD YALIDATION
VISITS BY FSO STAFF MEMBERS

3. LONG-TERM FRIORITIES: A. ARRANGE FOR INSTALLATION OF
(1-2 YEARS) ACCCUNTING 3VSTEMS THAT ALLOCATE
COSTS BY FUNCTICN, COUNTRY . AND
TARGET GROUF

&



B. CONSIDER ASSISTANCE TO
STATISTICS DEPARTMENTS OF OECS
GOVERNMENTS

These recommendations seek to redress the problems identified in
section I. In addition, they try to focus on practical and cost-
effective implementation issues. While they are presented as one
package, they can also be phased in (this approach is discussed
in Section V). In the following sections, these recommendations
are discussed in greater detail as well as the major issues that
need to be resolved before the system becomes functional.



SECTION III

DETAILS OF THE PROPOSED MONITORING SYSTEM

This Section ocutlines in detail a recommended project monitoring
system for the Private Sectar Office (PSQO) of the USAID Regional
Development Office/Caribbean (RDO/C). The proposed monitoring
sysiem has three principal goals:

(1) to measure relationships between expenditure of
financial'resources (inputs) and project achievements
(autputs, purposes and gnals);

(2) to match indicators of praoject progress to information
needs at various levels of management (Mission Direc-
tar, Praoject Cfficer, and Implementing Agency) ands

3 to highlight the strengths and weaknesses of each
praoject and aof the praogram partfolia in general. While
focusing - on praject monitoring requirements, the
proposed system also is intended tag contribute to
pragram monitoring and to both praject and program
evalusticons.

The presentatior af this monitoring system is divided into five
sections. Section A discusses conceptual tcools, issues and
requirements of the £SO monitoring system. Section B presents a
series aof tables whick set forth the three sets of recommended
indicators: 1} “Taop Five Indicators", Z) "Froject Distinguish-
ables" and, 3!“Froject Cocmmensurablsg® by maragement level and
function. Jezticn C examines the reparting requirements associa-
ted with the recommenced indicators. In Secticn D, additicnal
infarmatioan dathering activities ara racomnended to complement
the infuoraation on ke indicators provided by Implementing
Grganizations. Finally, Secticn E rEcammands a speciftic  i1ist of
indicators for fhe four on-going projects in tha FSO porticlic:
CAIC/2E4Q, CFODF, CFEC, and PDAF. A brief dizcussion on the use of
the monitaring system 1s also provided.

A. AN ACHIEVEMENT MONITORING SYSTEM FOR RDO/C'S FRIVATE SECTOR
OFFICE: CONCEPTUAL ISSUES AND GOALS

1. THE PURFOSE OF MONITIRING

Since 1?80, the Frivate Sectar Office (FS0) aof RDO/C nas managed
a portfclio cf as mary as tourt=zen proiscts. As in any pubiic or
private grganization, affective management of this portfolia
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juires the timely and relevant flow of information from the
ver levels of management toc the senior levels, and fram the
ieficiary graup to the intermcdiary institution to the funding
ancy (USAID). Along this management and institutional con-
wuum, the most important areas of consideration are: resources
igeted and expended (inputs), the immediate, tangible results

the expenditure ar conversion of inputs (outputs), and
fium/long-term objectives accomplished (purposes and goals).
-h level of management needs monitoring indicators which help
2 manager to answer fundamental questions from his or her own
'tage—point: “"What is happening in the project?", and "If
sgress in achieving targets with respect to outputs, purposes
i goals is nat occurring as planned, what is wrong?".

discussed in Section I of this report, the existing FSO
1itoring system has not provided sufficient infaormatian to
avide answers to fundamental questions in ‘"a timely fashion.
a fact that several tasks for developing a more effective
iitoring system are included in UBII's cantract,reflects a
-ognition by RDO/C of the need for improvement and for change.
ile not explicitly stated in the BIl's scope of work, a
iitaring system should establish linkages among: management
vels (implementing organization, Prciject Officer, Office Chief,
ssion Directaor), existing projects in the portfolio, and the
sign-monitoring-evaluation phases of individual projects and
2 program in general. Praper linking requires the tracking of
juts and outputs as well as goals and purpecses. It also should
-lude the selection of indicators that identify each project’s
-farmance in terms of achieving acceptable levels of efficien—
, sustainability, rel=vance, and aver-—all impact an the target

U .

FROFI3ED CONCEFTUAL TIOLS FOR MONITORING

-ing the initial stages of developing a manitoring system, LBIIL
rpletsd & draft woriking paper® on a project manitaring system
ich envisioned the use cf four monitoring tools: the generic
wpe of work, a cost-effectivenass ramewark, a large =cale
-vey, and an annual field validation by RDG/C Froject QOfticers.
a~ the past several months, the scope of the criginally planned
stem has been reduced. Specifically, the monitoring system
pased in this paper does not focus on, nor is it dependant
n develaoping a data-base of infocrmation compiled from a large-
ile survey. Any survey work is now considerad secondary tc the

4 ‘“Froposed Privatz Sector Office Monitoring System", Draft
»art by Louis Berger Int=rnational, Inc., April 1987.
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develapment of satisfactory indicatars
implementing organizations.

Assuming that the issue of the annual

additional survey work remain unresolved fo

of the prapaosed manitoring system can stil
core focuses on information praovided b
zations. The principal conceptual

generic scope of work and a cost

More specifically,

sets of indicators. The first two sets of

Indicators" and “Praject Distinguishables', facus
group of goals, purposes and outputs as listed
scope af wark and cthe- AID dacuments such as Pro

and Mission Annual Action Fians. The
ane tao track inputs, cutputs and,
Annual Action plan requirements, the
pravide information on some of the
performance achievements® including the
number of exparts generated, and nu

These indicators are considered funda

f
r
1

tools to be used
—effectiveness framework.

i

purpases and goals.

“"Tap Five
mare
number of
mber of businesses assisted.
mental to every project. The

to be reparted an by the

ield wvalidation and
scme time, the care
be installed. That

y the implementing aorgani-

include the

the propased monitoring system includes three

ndicators, “Top Five
on a select
in the generic
ject Logframes

selected indicators allow

In terms of
Indicators"
important "project
Jobs created,

other sst of indicataors are referred +tg simply as "Fraoject
Pistinguishables" and they are essantially cnigue tc each
proiect. Thay allow decisicn—maker a* various ievals aof AID to
monitor the achievemznt of cutput=s cf czach project.

Tha third set of indicators to be included in the prajsct
monitering system are  labeled “Froject Commenzurables'. These
indicators are Ss2parated frem Y Project Distinguishables! cince

they focus aon cost-eftectiveness indicsvrors that carm be usec for
inter-project compariscns and fcr  an aversii portfolic myvaiva—
Liam, Unlike the “Fraijoct Pisticguizhables! iz - zinply comment
0 tha lavel or  amount of prciect inputs, LLLDUTD SN gUrposos
shilzved, the "“Froject commensuiraclast anbaea 4 Sl T oust o
PECrCERLag2 tg bhe mas+ Lmpartant sotputs anc s T (Pl efrale e
more, theze commencsurable SRR EESEEPE | G LES3aN1IDEn moee S
zvaluaticn reguirements, thaa by SATLAGIMERL FaoCYy sanon o, iy
"Froject Distinguishahles" are cla=sitien ATITergIing te lsvels of
decision—making—— "upper-lavel®, ‘middis-lznal . apo ‘Sperating-—
level". The ‘“Fropiect Commensuragliagd, RS Tl ot pacdl, ake
agrganized in terms o7 atfiziancy, SUStaisabiiiicy, mpazk and
reievance categcries. The rreskdown of prooamce comnensurabhles
inta these categariecs Larresponcs ko the Fo1tizioal =valaatian
reguirements as outlined in the AI0 Evaluct:on ey fnzme

S "AID Evaiuaticn ~ERBIDSSEE o DD EZcgean 22513 and Sealtin—
tion Methodolaogy RE=El 2 M)y Ty PlefmEe . HEE e S S E B Snaa | Sars ) Zo-—
ment (AID), April 1987.
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indicators, therefore, are intended for both monitoring and
evaluation' purpases. While the “Praoject Distinguishables" can
also be used for evaluation purpaoses (as is the case with any
monitoring system), the “Project Commensurables" are specifically
designed ta provide the necessary qguantitative indices faor
assessing the PSO portfolio according to AID evaluation guide-—
lines.

Z. ISSUES ASSOCIATED WITH THE SELECTION OF MONITORING
INDICATORS

a. GENERAL DEFINITION AND SELECTION OF INDICATORS

As demonstrated in Secticn I, the existing menitoring system
lacks cansistency and uniforaity in terms of the definition and
use of indicators. As a result, the Frciect Implementaticn
Status Reparts (FISR) often =2=ither cover too many indicators or
focus cn inappropriate indicators. In short, ad hoc desigration
of indicatars leads to ad hoc analysis and manitoring.

The proposed : monitoring system, therefore, must strive to
accomplish several goals. First, the system must include
indicators that a2 quantifisble, consistently defined and

realistically achievabie. In this way the system should sstab-.
lish consistsEncy and aniformity in rsporticag f-om cne management
lavael to the next. Secend, the system shaould bhe tflexiole enaough
to accommodate existing and future projects. In other words, the
ropased system should not be functianal aniy in relation tao the
existing project mix in the portfolic. The indicatores selected
and other rzcamamend=zd information gatne-ing activitiss snould be
appliicable towsrds +future proje:ts as weil. Thirdiv., thz svetem

should be adapitable "o =2xisting AID gproiect oscign any ragarting
requlremants. The most cost-etfective aonits:ing Systom osn oe
acniawzd by dmproving Existliag cSpOoOrvasadg oo a3 S ALAOEE than
SiIzeatiling a | new pape trallc Enineliiee il sl s s ea el s bat o ot a g
be simpl=s 2n2ugh that implementatlicn do@s oot szonaie® S1jnirtiIant

sxtra worg or resources.

Aside +fram astablishing flexibla and standardizon (sizZiatdr s, LRE
proposad monitoring indicators =hculd osdcyress 3anagers Cricrity
questions. That is, Lhe wtnoicacors selsctod snodls geflicct —ha
information raguirements of 36 loacet thees  (zwelz ot gEcizicon-
making: '"upper-l=zvel” salEER dapdily  BNE BidEEaEh Eaeasiery AsWEd )
"middle-level" {cpoisechtl Bitiicer LEREHRY 5 Simst  EREP e e o iR

{Lmplementing arganizatisn Doy 2ZTI305) . R s @z, Ex2Iabieas
ot implementing organizations cave ©o0 CoongEcd Vel ek (OO e
mare Zdetailed -nfqrmthzr GEEeal Sa G SR 20 =o=cving
decisions., than does the His=sion Disoctso. LR PG EAE AiEe
o¥ 1ndicators tc be maniltorad by  the LmEledEZntind S0 JEH12AaTION




will prabably be more detailed than thaose designated as primary
concern of the Mission Director.

b. DEFINITION OF PROJECT COMMENSURABLES AND COST-EFFECTIVENESS

The premise behind the selection of the "Project Commensurables”
is that all these indicataors praovide some indication of the caost-
effectiveness of the individual projects and partfolia in
general. A major problem in selecting these cammensurables is in
defining cast-effectiveness.

There are three factors to consider when defining cost effective-
ness: costs, benefits, and the extent to which the benefits
justified the costs (effectiveness).

The Program Cost Data Base presented by LBII to RDO/C, already

presents a breakdown af caosts. e But even after costs are
organized into more detailed categories, it is not certain that
the benefits derived fraom expended resaurces are readily

identifiable or attributable ta those costs. For example, in the
case aof technical assistance it is a formidable task to first
identify all the costs associated with a technical assistance
activity, then determine the benefits derived from the program.
How does one measure any claimed productivity increase associated
with the pragram? In the case of investment promotion, to what
extent does a contractor really influence and convince a foreign
businessman tg invest? In these cases and others where a benefit
is hard to guantify, especially in those related to institutional
develapmant, the focus is often placed on an output such as the
number of  pecple trained, or number of businesses contacted. In
the smarch for- Juantifiableness, it is easier and mare certain to
s3y that 100 people were trained rather than state that the
Lraining r=sultasd in an  increase in productivity and profitabi-

< -

11ty cf 1o%.
1: COST-BENEFIT ANALYCICS

Assuming that benefits are eventualiy gafined, the final juestion
focuses on how effective are these benefits given the costs
involved. Cest-benefit analysis may be regarded as a special
case cf cost-sffectiveness analysis in which the "effectiveness"
is defined as an  increment in natianal income. If all benetfits
can be translated into wvalue-added or octher building blocks cof
natiaonal income, a camprehensive, impact-rzlated, fully commen-—
surable assessmaent is then possrbie. Since costs  and bensfits

@ "Frageram Caost Data Zase for +thna Frivata Sector Office”,
Louis Berger Internationat, Inc., Septamber 27,1937,



in then be related in dollar terms, the time value of money can
2 taken into account.
f one could determine the increase in value—added (contribution
3 Gross National Product) of each project, it would be passible
1 aggregate all these benefits and casts and determine a net
-esent value, internal rate of return, or cast-benefit ratio.
1 the case of the PS0O partfolio, however, a large percentage of
stal disbursements went towards technical assistance and
istitutional develuopment, the benefits of which may be very
(fficult or costly to gquantify in terms of incremental contribu-—
ion to national incame. In the absence af goad estimates af the
111 range of benefits in terms of national income, a traditional
ist—benefit analysis cannot be carried cgut. What can be done,
wever, is to use impact or "benefit" wvariables such as job
-eation, new investments, axpansion aof exparts (calibrated in
arms other than contrisution to national income) as "partial™
wternally non-commensurable) measures af benefits in a series
cost—-effectiveness compariscns. The caomparisons w«will lack a
mman denominatar {(jobs, exparts, and investment are ultimately
n—commensurable with sach other except in terms af their effect
1 mational * income), but comparisons can be made acraoss prajects
wr individual indicaters and the results of the program as a
inle <an be zsummarized cn an indicator-by-indicator basis.

.3 INCICATOR-EY-INDICATCR E&REIS

common indicator of cost effectiveness concerns the efficiency

a project. This definiticn of zost-effectiveness focuses on

12 cuatputs af a project and would most likely result in the

‘esentation of =z variety of ratics: cost per trainee, cost per

udy prepared, cocst per  staff member, etc. The majar problem
£y

sw-hxmgcd wiilh iz vecnnigue iz that the issue of determining

SILdoEMEsSs an bifrpimg <osts is l=+ft incomplets=. It is
,ssﬁale fitan Loz wrainee ot cne praje:t was Flo/traince
ittt Lnins e % ilzzg =ffzctive in affecting preoducti
Lty than 2 groiec st Fl,400 /trainee.
wr=2over, by fococusing esxzlusively on Yiopact” related and
Hfficiency" related cost-effectiveness measures, cne runs the
sk of overlecoking other criteria  that contribute to cost
tectiveness. Sne crucial criterion used by AID officials far
Hining tha success aof proizcts,r=2lates to the sustainability of
wiject derived benefibs, Forr =xample, one projsct may be
faned as extramely cost-=vfzzbtive b2cause the project resulted
CodeTurlng Fioanaing e L3L stert-up businessses that resulted

the croabtion o7 2,020 (fobhs, at oa cost ot F1,000Q per job. These
3nly  favoratbles bLins-t1iz  znd ratios, hmweuer, may Lgncte the
2ot that anly ome Sus of L2 D businesses remalns in ousiness
ter the project snags. Witncout messuring the sustainability cf



a project’s impact or efficiency related benefits, it is diffi-—
cult to provide a final stamp af approval on the cverall cast
effectiveness aof the project. Another indicator of success that
can arise or be  overlooked relates ta the relevance of the
defined benefits. It is possible that a project may be extremely
cast-effective in stimulating exports. But if the majarity of
these exparts in fact originate from non—-0ECS countries, then the
overall caost-effectiveness may be minimal since the project never
reached the original target group and geographic scope.

iii) PORTFOLIO APPROACH

Cost-effectiveness should be viewed as a multi-dimensional term
that includes a purpose/gocal component (impact), an output/input
relationship (efficiency), a time companent (sustainability), and
a target group impact component (relevance). The division of the
term cast-effectiveness intg these four components will allow
RDO/C staff to judge both the overall success of the FS0 port-
folio and oar eactr individual praject. Just as portfalia analysis
in a large corporation involves analyzing the trade—aoffs bhetween
risks and returns cf various business units, the paortfalia
analysis of cost-effsctiveness in the PSO portfolio should
invglve analyzing the trade-ofig between efficiency, sustainabi-
lity, impact and relevance cf each project.

In effect, thess four zlass=s of indicators allow ane to carry

out "sub-optimization® analyses——or separate studies on sub-
prablems of a larger mission o gavarnment gcal {maximization of
cost-effectiveness). As Roland Mckean peinted out long ago in

Efficiency in Government thraough Systems Arnalysis:

nts chunks, sing
1z £3 2xamine all
of choics siaqultanesusiy.” 7

While ™Mciean 'z anaélysis is direct

2d more towards ceciding on
fubure aligrnatives, it zan also oe Soel

1izd fowards manitoring

and evaluations. Feliance cn on=E set  of indicators like the
efficiency of delivering culputs, is not sufficient by itself +far
monitoring ar evaluating the iv=eall etfectiveness of any one
praiect ar the pragram partfolia. “hat is nresdag ars oroiect
commensurables which cilow for inter—-prciect comparisons i tie
subgoal s ——efficiency, sustatnaoiiity, relevance, and ipmpact—-

ot
o]

which make up the Larger gcal of achievi: cost-effectivensss.,
All  four oaf these coirponents are part of a cost-affactivensss

7 Raland Mckean, Efficizncy i Cowvernmant  Through Svstems

Analysis, pg. 30.
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framewark which can be used for project-praoject comparisons and
for an averall assessment af the partfolia.

3. RECOMMENDED MONITORING INDICATORS

his section reviews in detail the three sets of indicators as
resented by management level and function. These recaommenda-
:ions are summarized in Tables 1-3. It all the tables presen-
:ed, it should be naoted that the recammendations are subject to
"evision after staf€ at RDO/C have reviewed these tables.

‘ables 1-3 provide summaries of recaommended indicators. They gao
‘rom the "Top Five Indicators" (Table 1) to more function- and
\anagement level- specific indizators (Table 2 and 3). As already
itated this format corresponds to the identified need for
wiogritization and standardization af indicatars.

side from dividing the monitoring indicators into "Project
istinguishables" and "Prciect Commensurables", the faollowing
lassification system has been used. In Table 1 the "Top Five
ndizators” represent thaose indicators which, in LBII‘'s judgment,
re a minimum requirement of all projects. For "Froject Distin-—
uishables" presented in Table 2, there are three levels aof
ndicators: a)"Upper-Level Indicators” represent those indicators
¢ be tracked by +*he Mission Director and the Directors aof the
ragram and Frivate GSector Office; b)) "Middle-level Indicators"”
re those indicators follawed closely by the Project Officers,
) "Operating-Level Indicatcrs" are those indicators followed by
he implementing organization Directors. In Table 3y the presen-
ation cf "Froject Commesnsurables” is arganized by the follcwing
valuatiocn guidelines: a) "SEfficiency" rezpresents costs ner
“tputs and operating expense ratins; h) "Sustainability" looks
b sn iastituticon’s potential  for becoming independent or lass
wpendent on AID financiag; o) “Eelevance" examines the extent to
1wioh projaect resaurces are reachiing tha inteadeod target group aof
mntries and beneficiaries and; d) "Impact” assesses the cost
@ jub affzcted and cozt z3s~ Job crzab=d,

TARLE 1: TOF FIVE INDICATORS

2 indicators presentied in  this table are “i2wed as basis and
isignated as reporting requirements for every project in the FEQ
wrt+olio. These indicators are bottom—-line =risnted focusing on
te end-use of project funds and any resulting impact-relsated
hievements. They are alsa "macra' orisnted in the sense that
i€y bBegin to relate proiect expenditures +g potential macro-
oncnic  benefits resulling from imzr2asad 2mployment appar-
nities, foreign exchanae and invesiment. Unlik= the other
nitaring indicators (Tables T ang 3), this s2t of indicatars
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TARLE |

*T0P FIVE INDICATCRS®

CATEGQRY
9
INFORMATION

csnsvencans

A, SUCCESS STORIES

8. PROJECT COSTS

C. JOBS AFFECTER AND CREATED

40, EIPORTS OR FOREIGN EICHANGE GENERATED

1€, TOTAL INVESTMENT AND/OR CREDIT EXTENDED

JUDICATORS

e D T,

(. MUMDER OF SUCCESS STORIES

I MRNOAL ACTUAL VS. PLAMIED DISBURSEMENTS (1)
2. 1 OF ALD FUNES MISMURSER BY:

—CounIRY

—funCTion

=~TARGET SROUP CATEGORY

1. MMBER OF J005:
Al AFFECTED
8} CREATED (MEV J08S CLAINEY)

1. TOTAL EXPORTS OR FOREIGN ETCHAKGE GENERATED

L. TOTAL [NVESTNENT GENERATER BY PROJECT
2. TOTAL CREDIT EITENDED
3. NUABER OF BUSINESSES RECEIVING CRENL]

¥ THIS NIGHT BE DIFFICULT 10 NEASURE AKD NAY DEPEND 0N ESTINATES

FREQUENCY
oF
REPCATING

YEARLY

YEARLY

YEARLY

YEARLY

VEARLY
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we directed towards the Mission Director and AID/Washington
dministrators. They faocus an a few , but not all, of the
ierformance program achievements that could and shculd be
ncluded in RDO/C°s Annual Action Plan.

ipecifically, the "Top Five Indicators" are divided into five
ategaries: (1) number of success staries;y (2) praject costs; (3)
umber of jobs affected and created; (4) exports and/or foreign
wchange generated and; (3) total investment and/or credit
xtended. The greatest shortccming associated with these indica-
ors is in defining and attributing praoject achievements. Belaw
s a more detailed discussion on defining achievements in these
ategories.

) Success Stories:

s pointed out in full detail in the LBII repart on the SEAP
onitoring system , success stories are "examples of the best
hat the crganization has done, and hopefully can da again iu the
uture."” © The success stories are suppose to provide tangible
vidence of a direct link between the stated purposes aor goals of
praject, and the achievement of thase purposes at the firm—
eval. Specifically, the implementing arganizatian when in
dentifying success siticries should verify that: 1) Something good
nd ralevant to the purposss of the project happened at the firm
evaly 2} these good results can be guantified in terms of jobs,
ncome, sales, axports, etc.and; 3I) these achievements are
ttributable in part or whole to the assistance provided by the
raject,

1 a nutshell, the purposse of including the success stary is ta
ztermine the overall relevance and impact of a project. The
dzcess story 1s a micra-analysis which documents, in detail, the
znsibleness and reasgnableness =f  nacroesccacmic attributions
1i:h WAy Lo nadn 21sewharz. I serves Lo avercomE the predispo-
Lichn of soine skephics who mas te izve that the project is
avivig nw impact except on the people who statf the delivery
rstam. I+ at +the end of ths= v@ar 2 delivery Lastituticon or
"aject has no  target group beneticiariss that arz considered
success stories”, then the proie-t may be consider=d lacking in
:levance and ability tc respend to the targst group’'s needs. On
1@ other hand if a project can pocint ts thres or more succsss

rom an aorder of magnituds

—

~

cries every vyear, then the sroject, f
arspective can be viewed as religvant and reascrably effective in
iving scme impact an the target group.

€ "Small Enterprice #Assistance Frojiect Manicaring Svystam,

15ign and Development Szpart", Louis Berger Internaticonal, Incz.,
il 1987.
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ii) Project Costs:

Regarding the allocation af costs, there are several basic
reporting requirements. The first concerns planned versus actual
disbursements on an annual basis. While by na means a very
accurate indicator, a comparison of actual and planned disburse-
ments praovides an early and useful insight inta the absarptive
capacity of a project.

More detailed infarmation on the end-use of disbursements is
gathered from the presentation of project casts by country,
function and target group categaory. Discussion on the cauntry-—,
function—, and target group-specific categories has already been
presented in the Program Cost Data Base presented by LBII. The
country breakdown of costs includes categories for each OECS
country, as well as two "spill-agver"® categaries——the "OECS
Regiaon" and "Other" categories. The allocation of costs by
function include the follaowing categories: institutional develop-
ment, technical assistance/training, investment promotion,
finance, project develcpment, palicy advocacy and development,
and project overhead. Finally, the categories used for target
group allocatiens include: foreign investors, large firms, medium
firms, small firms, and micro eaterprises.

The breakdown of casts by all theses categaries allows aone ta see
the ertent to which prossct expenditures are reaching the
intendad target greoup countries, beneficiaries and functions.
Similar £o actual ve. gplanned disbursements, these percentages
pravida  a first—-zut insight c©n  the coskt-effectiveness of the
project as defined 1n ft=rme of ralevance and +the expected impact
of AID resources con the target group.

el Jubs Affectzd snd Created:

cng of btheE aost direct  mzacsurss of impact achizvement by a
prodact is the nomber of 1obs affscisd and created by & proieck.
Saire zost-effectiveness indicatocrsz that should be followed an a
yearly basis wisuld be Lhe cosh psr j=b atfeczg and o=t aer icb
creat2d. Thase aeasuring sticks aro pradominantly applicable zo
proiects that have a larae tfinance, investment promcticn, or
praojact  developmznt somponent. In the zases cof institutional
dezvelopment, technical agsistancz Lraining, and policy advoCacy,
any atbridutian of jshs  croabzd m3y ba mors ditficult and more
iimited.

Fegacdlass of thz bype o4 proiast, Setiming = Yjob creatad” is
not an =asy task, For 4ris r=asza, the icb created categeory is
“allaed "new jobs zlaimed'. Furtnermsorz2, as an indicatisn af the
maximum attributable numbers of izbs asscciated with a preject,
another zategnry entitled “Jecbs Affzcied” is  included. "Jabs



\ffected” would include all emplayees of a business that received
significant assistance from an AID project. For example, in the
:ase of micro-enterprise assistance, it may be 4uifficult to
iscertain the extent to which a business was able toe sustain or
iire mare labcr. In that case, one might simply state that all
:he employees of that business were "affected" by AID assistarce.

legarding "new Jjabs claimed", a more specific but still flexible
lefinition is required. For the purposes of this framework, the
.abulation of new jabs claimed will be based off a spectrum
‘aflecting varying degrees of assistance. In the case of
rajects providing credit the spectrum of assistance will consist
¥ three tiers: 1) Funds provided represent S0%Z or more of the
otal investment, 2) Funds lent represent between 25 and S0% of
otal investment funds, Z) and the amcunt lent is less than 25%
f the total investment. In the case aof the investment promoticn
nd project development prcjects, the spectrum of assistance is
lso three-fold althcugh more qualitative. In the first tier is
he group of businesses that could nct or would not have made the
nvestment without the assistance of AID. This group would
nclude, for example, those Ffirms that decided to invest in the
ECS because of the information and assistance praovided by the
DAFP project. The second group cof beneficiaries wculd be those
usinesses that without AID assistance would have had to del ay
heir investment by a significant amount of time. In this group
culd bz businzsse:z that depended cn FLDAS and CFDF services for

apeditiﬁ" their inveztmgent decisicn, and in s2 deing, allowed
ham to take sdvantaae of market cpportunities, The final group
n the szpacitrum would be those businesses with which AID assis-

ance wWas apprec1ated but was not cconsidered =zssential +o saving
12 business any significant time. This group would include those
1zinesses that FDAF met at the airport, or +alked +a on the
zlephcne ard muothing more.

2 bhee  Final  tabulaticen 2§ “o=aw jobs clasired®, chiy those
isineszes that fit ints the firet two tisrs 2F the credit and
westment  promotion and  project dev*l:pﬂcnt proj=cts would be

wluded. This delineation gprovides flexinil lity {for ths delivery
jents tc  idantify their accomplishments and for recaognizing the
arying degrees of ‘“Vcritical wmass" asscciated with any new
westment. While difficult tc determina the sxtent to which the
‘itical mass could be atts:ined withocut AID assistance, the
"amewor k. assumes that the corzatien of any critical mass is an
wortant accomplishment in ana by itself. In any case, any
itimates by the implemanting s5-3anizatisn -an be cross—-checked
d Zritically sxamined curing an asnual walidation survey and/or
d—term svaluations czarried cut during th= proiect lif2 cycle.

nally, regarding bcth “"jobs offected” and “new jobs claitmed",
@ information should be presented in terms of total person-—

4
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years (260 wark days per year, 8 hours per day). In this way,
part—-time employment, cottage industry labor, seasonal employment
and other non-commensurable types of employment will be reduced
to a cammon denaminator.

iv) Foreign Exchange or Exports Generated:

Attribution aof foreign exchange or exparts generated should be
carried out in a similar manner as that of jobs created. This
indicator, however, may be more difficult to employ, since many
businesses are often reluctant to share information on sales and
total investment. In many cases, therefore, it may be necessary
to provide estimates based on rough percentages or calculations
of total sales or other information which a given business may be
willing to provide.

The information provided on this indicator will be applicable to
the Annual Action Flan, although it will naot be as detailed. The
Annual Action Plan asks for exparts as broken down by "commodity-—

tie" and "non-traditional® exports. As presented in this report,
any infaormation pravided would be in glabal terms (i.e. there
would be not distinctizn bLetween commodities and non—traditional
exparts).

v) Toctal Investment/Credit Fravided:

As in the case of the previaus indicator, the collection of
information on total investment may by hindered by the assisted
businesses’ reluctance to reveal this information. In many
cases, therefare, it may be necessary to estimate tatal invest—
ment associated with AID assistance. This may by decne using
industry averages of azsets/emplovae.

At a minimum, if no informaticn on total lnvestnent is provided,
then information on  total credit and nurber aof businzsses

receiving credit under AID preoiects should Ee compiled. This
indicator servas as an indication of +he bars mimimum investment
associated with s business. It alsc responds to one cf the

principal performance achievemen: indicatcre outliined in the
AID/W Annual Action Flan.

2. TABLE 2: PROJECT DISTINGUISHAELES By MANAGEMENT LEVEL AND
FUNCTION

It is essential to identify and classify critical indicators of
progress and pertormance which address managers’ prigrity
questions. The manitoring indicators select=zd  =hould zarrz2spand
toc three levels of managesment responsibiiity: “upper-level"
management" (Mission/Frogram Directors), "middle-ievel manags

C
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TASLE 2
"PRIJECT DISTINGGISaRBLES®

{SY FENCTION AND NENASEAENT (EviL/ALL REFISIED RRRTER 1)

FCTION

4. FIMANCE

CANDIDATE
LIST OF RECCRvERDED
FRIJECT DISTINGUISHABLE IKDICATORS BY *UPFER-LEVEL® “M1JDLE-LEVZL®
INDICATORS MANAGENENT LEVEL: (RESSICN/PROSRAN DIPECTOR) (FROJECT JFFISER)
1. MUMBER OF [NQUIRIES fo ANGUNT G LCANS QUTSTAKZING L. RNGUNT OF LOANS CLTSTANDING

*a

2. NUNBER OF LOANS APPROVED « NUMEER OF LUANS APPRIVED

« KUNBER OF LOANS DISEURSED

[

3. MUMBER OF REPEAT LOANS

F

4. MUNBER OF LDAMNS TO wOFEN « KUNBER OF LOANS DUTSTANDING

n

3. MUNDER OF LOAMS DISURSED . NUMBER OF GVERGUS LOANS

&, NUWBER OF OUTSTANDING LOANS

AT END OF QUARTER (XOTE: INFORMATION ON THE AMQUNT
OF LOAXS !N ARREARS AND THE I CF
1. NUMBER OF OVERDUE LOANS LOANS IN ARREARS ARE CONSIDERED
*PROVECT COMNENSURRBLES® AND NOT

8. NUMBER OF LOANS DEFALLTED INCLUDED IN THIS TABLE.)

7. NUMBER OF LOANS RESCHEDULED
10. AMQUNT OF LOAXS 04TSTANDING

i1, LOAN AMOUXTS DISTRIBUTED
BY SECTOR

12. LOAX AMOUNTS BISTRIBUTED
8Y TARGET GROUP CATEGORY

“OFERATING-LEVEL®

{INFLERENTING CRBANIZATICN:

KUNBER OF INZYIRIES
NUXEER OF LDENS AFFRCVEL

NUNBER CF REFEAT LOANS

« MUMEER OF LGARS 10 KCMEN

- NUKBER CF LOANS [iSEVIEED

1.

NUMBER GF QUTSTANDINS LOANS
AT EXD OF QUARTER

KUMBER OF GVERCUE LOANS

NUMBER OF LOANS DEFAULTED

9. NUMBER OF LOANS RESCHEGULED

0. AMDUNT CF LOANS OUTSTANDINS

1. LOAN ANGUNTS DISTRIELTED

BY SECTGR

12. LOAN ANOUNTS DISTRIBUTED

BY TARSZT GROUP CATESARY

s s ee s sa

8. TECHNICAL ASSISTANCE/
TRAINING

1. NUNBER OF IMQUIRIES i NUMSER OF BUSINESSES ASSISTED 1 NCM3ER OF BUSINESSES ASSISTED
(CEFIXED AS BUSIKESSES RECE;VING
2. MUMDER OF SINSLE BUSINESS NORE THAN 5 HRS. OF T.A./TRAINING) 2. MUMDER OF CLIENT HOURS 3Y:
INTERVENTI0NS
Al SECTOR

3. MUMBER OF ENTERPRISES ASSISTED
B) TARGET GROUP CATSGORY
4. NUNBER OF NANAGERS/SUPERVISORS ASSISTED

S. MUMBER OF REPEAT INTERVERTIONS

6. MMBER OF CLIENT HOURS BY:
A) SECTOR

9) FIELD OF OPERATION
(PRODUCTICN, MRKETING, ACCOUNTING,ETL.)
C) TARBET GRCUP CATESCRY

1. NUMBER OF CLIENT DAYS §y:
RICOUNTRY

|

2

3

3

[

NUMBER OF INGUIRIES

NUMBER OF SINSLE BUSINESS
INTERVEXTIONS

NUMBER OF ENTERPRISES ASSISTED
MUMBER OF WANAGERS/SUPERVISORS ASSISTED
NUNBER OF REPEAT INTERVENTIONS

NUMBER OF CLIENT HOURS EY:
A) SETTOR

B} FISLD OF QPERATION
(PRODUCTICN MARTETINS, ACCOUNTINS,ETC.)
€1 TAREET ERCUP CRTEECRY

« NUMBER CF CLIENT DAYS Ev:

ALLOUNTRY

P TC 0% %% 0r 4e 00 40 ee ve 4t 06 0s 4s er b e
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13 1
*FRGIECT DISTINGYISHAZLES®

(Y FUNCTION AND PANAGENENT LEVSL/ALL REFGRTE) QUARTERLY)

ST

CAXDIOATE
LIST OF
PROJECT DISTINGUISHABLE
IKDICATORS

RECONNERDED
INICATERS BY
MANAGEMENT LEVEL:

*UPPER-LEVEL®
(1SSIOK/PROERAN DIRECTOR)

*RIDDLE-LEVEL®
(PRGJELT QFFICER)

tencessmannssssas

“GPERATING-LEVEL®
(INPLERENTING DKGAKIZATICK!

-« INSTITUTIONAL DEVELOPMENT

§. ANOUNT OF WEMBERSHIP LJES

2. BUMBER OF MONDERS

3. QIVERSIFICATION OF FUNDING

4. STAFF TURNOVER

3. SIAFF SITE/QUALITY

6. LEADERSHIP/NAMAGENENT CAPABILITIES

7. POLITICAL CONSTITUEMCY BACKING {YES/ND)

1. NUNBER OF MEMBERS

2. MMOUNT OF MEMBERSHIP DUES

1. NUNBER OF MEMBERS
2. ANOUNT OF NEMBERSHIP DUES

3. NUMBER OF QUALITY T0P LEVEL
HAXAGERS

4. STRONS POLITICAL CCNSTITUENCY
(YES OR NO)

1. AMOUNT OF NEMBERSHIP QUES

2. NUMBER OF MEMBERS

(2]

- DIVERSIFICATION GF FUNDING

F

« STAFF TURNOVER

« STAFF SIIE/QUALITY

o~

+ LEADERSHIP/MANAGENENT CAPABILITIES

7. POLITICAL CCNSTITUENCY BACKING (YES/MD)

<. PROJECT DEVELOPMENT

1. NUMBER OF INOUIRLES

2. NUNSER OF PROPOSALS PREPARED

3. RUMBER OF PROPOSALS TRAT SECURED FUNDING
4. mper OF PROJECTS UNDERTAKEN

1. NUMBER OF FROJECTS UNDERTAKEN

{. NUM3ER OF PROPOSALS THAT SECURED
FLNDING

2. NUNBER QF PROJECTS UNDERTAXEN

1. NUMBER CF INCUIRIES

~

» NUMBER OF PROPOSALS PREPARED

4

« NUMBER OF PROPOSALS THAT SECURED FUNDING

bad

» NUNBER GF PROJECIS UNDERTAKEN

6 40 06 a2 e oo o ee

Z. INVESTMENT PRONOTION 1. WUBER OF CONTACTS 1. WUEBER OF VENTURES STILL 1. KUXBER OF APPROVED APPLICATIONS  |. MMBER IF CONTACIS :
IN EXISTANCE :

2. WRIER OF VISITS 2. MUNPER OF VENTURES UNDERTAXEN 2, NUREER OF VISITS :

3, MUBER OF APPLICATIONS 3. MUMGER OF VENTURES STILL 3. MUMBER OF APPLICATIONS :

IN ETJSTANCE :

4, NURBER OF APPRAVED APPLICATIONS 4. MINGER OF APPROVED APPLICATIONS :

S. WUBER OF VENTURES UNBERTAKEN 5. MUNBER OF VENTURES UNDERTAKEN :

6. MIER OF VENTURES STILL IN EXISTANCE &. NUNBER OF VENTURES STILL [N EXISTANCE :

f. POLICY ADVOCACY 1. MRIER OF COMTACTS/NEETINSS L. NUMBER OF FAVORABLE PCLICY 1. NUNBER OF ISSUES PUT L, WUMBER OF CONTACTS/NEETINGS :
AND DEVELOPNENT CHANGES 0N THE ABENDA :

2. WMBER OF ISSUES PUT ON AN AGENDA
3. WUMBER OF PAPERS/POLICY STUDIES PUBLISHED
4. NUMBER OF FAVORABLE PCLICY OUTCOMES

2. NUMBER OF FAVORABLE
SOLICY CHANGES

J. NUMBZA OF POLICY PAPESS
PREDUCED

2. NUMBER OF ISSUES PUT GN AN ABENDA
3. MUMGER OF PAPERS/POLICY STUDIES PUELISHED

« NUMBER GF FAVORAELE FOLICY OUTCORES

d
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ment" (Froject Officer), and "operating-level"” management
(implementing arganizations’ executives)

The indicators selected are drawn from the following functional
jroups that are common throughout all of the existing projects in
the FSO portfolio: Institutional Development, Technical Assis—
:ance/Training, Finance, Investment Praomotion, Palicy Advaocacy
and Development, and Froject Development (for a more detailed
liscussion on these categories see the Program Cost Data Base
wesented by LBII on September 29,1987). Far each function there
wra three categaries of key indicators which caorrespaond to the
ibove management levels. At the upper-level, there are one ar
‘wa indicatars that focus on the achievement of overall praject
wurposes. At the middle-level, there are several indicators that
‘acus an  the achievement of preject outputs but alsa touch upan
wraoject purpose and inputs. Finally at the implementing organiz-
ition level the indicators are more detailed and praovide insight
n the specific needs and demands of the target group, as well as
he organizations ability ta respcnd to those demands.

his classification system is not meant to be used in an inflexi-
le or mutually exclusive fashion. In many cases, it will be
ppropriate for “trickle-down"” cof key indicators to occur from
e tep managamznt level down. That is, the key indicator for
Fper—-level management could alsoc serve as an indicator for the
lddla and cperating-level managers. 9n the other hand, "reverse
rickle-down" from the bottom up should almcst never occur. At
a time should the key indicators for the implementing organiza-—
icn menagers beccme the primary concerns of directors/officers
n it 780,

imzlly, as shown in Table 2, the “"Zandidate List of Praoject
istinguishables” reprzsents a list of indicators appropriatae for
sideEr alian by implesesting organizations. Thiz list, is ny
Do wmeans  Coessldascsd imoutasle. Enth  the candidate liet and
=Y ached inaicacor: z v ara aubject  to

a
rs by manzgement i
S. dWhat is important is 2 the final list is
that subsequent s2parts rigoraouziy adhore to and provide
C s -

S T
ned
i

) ‘

3 v
1]
oA

«  TABLE Z: FROJ=ZT CIMMEMSURABLES 8Y FUNCTION

5 alrsady pointed out, ths reczamended arciect ccocmmensurables
mrani an fows  catsgoriszs used  for evaluating prajects and
Tograms LN generaliadfiziency. sdstainability, relevance, and
rpact. As o Lhe casz 3F Lha project gistinguishablzss. they are
“gardiosd by fumctioa. -nliks Taa other monitering indicators,
ese indicators ars ok divided by manag2m2nt level. As already
.scugsed, however, thoss indicss  that measure “relevance"” and
w effectiveness of ‘iapacc’ related achievements, are essen-

Ll
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TABLE 3

*PROJECT COMMENSURABLES®

(FOR BOTH QUARTERLY AND EKD-OF-YEAR/ANNUAL ACTION PLAN REFGRTING)

FUNCTION

k. FINAMCE

CANZIDATE
LIST OF
PROJECT CORNENSURABLES

Lt S,

A. QUARTERLY REPORTING:

1. OPERATING EIPENSES/TOTAL FUNDS ENPLOYED (1)
2. LOAM § 1N ARREARS/LDAK § CUTSTANDING (X)

¥ 3. NET INCORE/TOTAL FUBAIS ENPLOYED (1)

# (ONLY FOR MON-MOF FINMMCIAL INSTITUTIONS)

. YEARLY REPORTING:

1. LOAN FUMDS DISSURSEB/AID FUKDS DISBURSED

2. TOTAL OTHER FUNDS/AID FXDS (LEVERASE RATID)
3. AID FUNDS DISBURSED/JO3 AFFECTED

4. AID FUNDS DISBURSED/NEW JOB CLAINED

INDICATORS
»
EVALUATIVE
CATEGORY:

‘EFFICIENCY®

necccmcrane

1. OPERATINS EXPENSES/
TOTAL FUNDS EMPLOYED (X)

*SUSTAINABIITY"

1. LOAN $ IN ARREARS/
LOAN $ QUTSTANDING (1)

82, NET INCONE/
TOTAL FUNDS EWPLOYED (1)

2. TOTAL OTHER FUNDS/
AID FUNDS

3. LOMN FUNDS DISBURSED/
AID FUKDS 0ISBURSED

:1. 1 OF AI0 FUNDS GY:

H
H
H
H
t
H
?

(THE "RELEVANCE* AND *[NPACT* INDICATZRS ARE

DERIVED FRGN THE *TOP FIVE INDICATGRS® LIST)

*RELEVANCE®

"INPACT®

1. AID FUNDS DISBURSED/
J0BS AFFECTED

A} COUNTRY

B} FUNCTION

C) TARGET 6ROUP CATEGORY 2, AID FUNDS DISBURSED/

NEW JOBS CLAINED

2. NUNBER OF SUCCESS STORIES

% ee wr os o6 s e s oo ae

b. T.A./TRAINING

A, QUARTERLY REPDRTING:

1. COST/TRAINEE DAY BY:
A) SECTOR .
D) TARSET GROUP CATESORY

D. YEARLY REPORTING:

§. FEES COLLECTED FROW CLIENTS/TOTAL FUNCTION
RELATED ELPENSES (1)
2. AID FUNDS/TOTAL FIIDS (1)
3. BACKLOG OF FUNDS AVAILABLE BY:
A) NUNBER OF MOMTHS OR YEARS

D) PERCENTAGE BREAKDONN 3Y SOURCE OF FUNDINS
{1.E. AID 40T,EEC 35T AXD NATIONAL GOVT. 251)

4. AID FNDS DISBURSER/JOD AFFECTED
3. AID FUNDS DISDURSED/SEN JOB CLAINED

L. COST/TRAINEE DAY BY:
FUNCTION RELATED EXPENSES (1)
A} SECTOR
2. AID FUNDS/TGTAL FUNDS (1}
B) TARSET GROUP CATEGORY
3. BACKLOG OF DUTSIOE FUNDING BY:

A) NUKBER OF WONTHS OR YEARS

B) PERCEMTAGE BREAKDOWN BY
SOURCE OF FUNDING

s oo se ee we

1. FEES COLLECTED FRON CLIENTS/TOTAL:L. I OF AID FUNDS BY:

1. AID FUNDS DISBURSED/
JOBS AFFECTED

Al COUNTRY

Bl FUNCTION

C) TARGET EROUP CATEGORY 2. AID FUNDS DiSBURSED/

NEW JOBS CLAINED

:2. NUMBER OF SUCCESS STORIES

C. INSTITUTIONAL
DEVELOPMENT

A. QUARTERLY REPORTING:

1. DUES OR FEES COLLECTED/CORE SERVICE EPENSES (1)

3. YEARLY REPORTING:

1. BACKLOG OF FUMDS WAILABLE BY:
A} MUMBER OF MONTHS OR YEARS

B) PERCENTAGE DREAKDOWN BY SOURCE OF FUNDING
(I.E. AID 40T,EEC 351 AND MATIONAL BOVT. 251}
2. TOTAL AID FINDS OISBURSED/TOTAL FUNDS ENPLOYED (1)

1. DUES OR FEES COLLECTED/CORE
SERVICE EIPENSES ()

2. BACKLOG OF OUTSIJE FUNDING BY:
A} NUMBER OF MONTHS OR YEARS

B) PERCENTAGE BREAKDOWN BY
SOURCE OF FUNDING

tl. 1 OF AID FUNDS BY:

Al COUNTRY
B} FUNCTION
C) TARBET BROUP CATEBORY

12, NUMBER OF SUCCESS STORIES

2. TOTAL AID FUNDS DISBURSED/TOTAL

FUNTS EFPLOVED (1)

e oo 4m

S % T 40 00 sr et se % 06 05 60 60 e 10 00 s se se o5 ee es oe

e 0% e v ee se as ae
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TABLE 3

*PROJECT COMMENSURABLES®

(FOR 80Ti CUARTERLY ANY ENJ-DF-YEAR/ANNUAL ACTION PLAR REPORTING)

FUNCTION

D. PROJECT DEVELOPMZNT

CRIDIDATE
LIST OF

PROJECT CCHMENSURABLES

.

A. QUARTERLY REPORTING:

1. COSI/PROPOSAL PREPARED

2. COST/PROJECT UNDERTAKEN
5. YEARLY REPORTING:

1. TOTAL FEES COLLECTED/TOTAL OPERATING EXPENSES (1)

2. DACILOS OF FUNDS AVAILADLE BY:
A} NUNBER OF RONTHS OR YEARS

B} PERCENTAGE BREAKBOMM BY SOURCE OF FUNDING
{1.E, AID 401,EEC 35T AND NATIONAL §OVT. 2511
3. ALY FUNDS DISBURSER/TOTAL FUMDS ENPLCYED (1)

4, AID FUMDS DISDURSED/JUS AFFECTED

3. AID FUNDS DISDURSED/NEN JOB CLAINED

IXDICATORS
"
EVALUATIVE
CATEBORY:

“EFFICIENCY®

1. COST/PKOPOSAL PREPARED

2, COST/PROJECT UNDERTAKEN

SUSTAINARLITY®

1. TOTAL FEES COLLECTED/TOTAL
OPERATING EIPENSES (L)
2. BALKLDG OF OUTSIDE FUNDING BY:
A) NUMBER OF MONTHS UR YEARS

B) PERCENTAGE BREAKDOWN BY
SOURCE OF FUNDING

3. AID FUNDS DISBURSED/TOTAL
FUNDS EFPLOYED (1)

(THE "RELEVANCE® AND *IMPACT® INDICATOSS ARE
DERIVED FRCN THE °*TCP FIVE INDICATO3S® LIST)

*RKELEVANCE*

-————————

s1. 1 OF AID FUNDS BY:

H

s R) COUNTRY

¢ B) FUNCTION

+  C) TARGET GROUP CATEGORY

s
12. NUMBER OF SUCCESS STCRIES

*INPACT®

1. AID FUNDS DISBUKSED/
J08S AFFECTED

e ee 0 44 oo e on o

2. AID FUN)S DISBURSED/ :

NEW JOBS CLAINED

E. [NVESTNENT PROMDTION

A. QUARTERLY REPORTING:

1. COST/APPROVED APPLICATION
2. COST/VENTURE UMDERTAKEN

B, YEARLY REPORTING:

1. COST/LOCAL INVESTMENT PROMDTION SPECIALIST TRAINED
2. FEES COLLECTED/CORE SERVICE EIPENSES (1)

3. COST/VENTURE STILL IN EXISTANCE
4. AID FUNDS BISKRSED/JOB AFFECTED

S, AID FUNCS DISMURSEB/MEN JOB CLAINED

1. COST/APPROVED APPLICATION

2. COST/VENTURE UNDERTAKEN

3. COST/LOCAL INVESTNENT

1. FEES COLLECTED/CORE SERVICE
EIPENSES (D)

PROXOTION SPECIALIST TRAINED

S se se es se s se oe ee e

. 1 OF AID FUNDS BY:
Al COUNTRY
B) FUNCTION
C} TARGET GROUP CATEGORY

2. NUMBER OF SUCCESS STCRIES

0 e oo e as s ss ea

1. AID FUNDS DISBURSED/
J0BS AFFECTED

2. AID FUNDS DISBURSED/ :

NEW JOBS CLAIMED

F. POLICY ADVOCACY
AND DEVELOPNENT

A. GUARTERLY REPORTING:

1. TOTAL BUES OR FEES COULECTED/ TOTAL OPERATING

EIPENSES (1)

2. COST/FAVORADLE POLICY OUTCOME PLACED ON THE ASENDA

(¢ WNIT COST)

. YEARLY REPORTING:

1. JKCKLDG OF QUTSIDE FuIDs

A) BY MUMDER OF NONTHS GR YEARS
D1 DY PERCENTAGE BREAKDONM (E.G. AID 401, EEC 35L,
NID MATIONAL GOVERMMENT 231)
2. TOTAL A1D FUXDS DISBURSED/TQTAL FUNDS ENPLOYED (1)

3. AID FUXDS DISMURSED/J0B AFFECTED

4. AID FUNDS DISBURSED/NEM JOB CLAINED

1. COST/FAVORABLE POLICY
QUTCONE PLACED ON THE
AGENDA

1. TOTAL DUES OR FEES COLLECTED/
TOTAL OPERATING EIPENSES (I}

2. BACKLOS OF QUTSIDE FUNDING BY:
A) MUMBER OF MONTHS DR YEARS

B) PERCENTAGE BREAKDOWN BY
SOURCE OF FUNDING

3. AID FUNDS DISBURSED/TOTAL
FUNDS ENPLOYED (1)

—

- 1 OF AID FUNDS BY:

A} COUNTRY
B) FUNCTION
C} TARBET GROUP CATEGORY

% 4¢ ee oo vs ee e e ee

12. WUMBER OF SUCCESS STORIES

#0 o 6o 40 40 es s o oo

1. RID FUXDS DISBURSED/
JOBS AFFECTED

2. AID FUNDS DISBURSED/
NEW JOBS CLAINED

% 45 9% oo e ve st 4 6e oe 84 se o

®s oo oo ee s
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tially considered '"upper-level" management indicators. The
remaining indicators which focus an the "efficiency" and "sus-
tainability" of each project are considered mare as "middle-
level" indicatars.

Specifically, the "relevance" and "impact” indicators focus on
the extent to which the project is cost-effective in achieving
the goals and purpases outlined in the Lagframe. In terms of
order of magnitude or a macro perspective, these indicators allow
one tao answer the questions: "Are mast of the resources gaing
towards relevant areas and is there any indication that the
expenditure of these resources has had any impact?' :

The indicators for the "relevance" category include the percen-
tage of resources aliccated tocwards QECS caountries, functions and
a targeted beneficiary group. Also included are the number of
success stories. @As pointed aut and included in the "Top Five
Indicators" list, these examples of project achievement at the
firm level demanstrate the relevance and ability of the project
to reach the intended target group. The "impact" indicators
focus on  number of jobs affected and created (the cost effec-
tiveness indicator would be cost/3job). These oreliminary indica-—
tars are presentad in Table 1.

The analysis aof the relevance and impact 1ndicators =hould be
viewsd as intaractive and nct mutually zxclu=ive. it the projs=ct
is not having any demonstrable impact on ths targetec gecgiragni=
araa {(the 0OECS) or the designated beneficiary graup (say small
businesses!), that raises guestions regarding the relevance of ths
praject. Conversaly, it a proj=ct does ncot produce any evidenca
of "success shoriest ! a monitcoring imdicatss for the relevance
cf tha  pegiact), it iz uwnlikely that the c,ozrall i1npact a3t the
proiect will be wvary significant.

e Mlapact! and “relavance’ Frojac
gn the achizvemsnt of the OGO
“afficianoy! and ‘sustaimability!” ingi
@xaming tne  relationship betesen T
tha relevance andg impact indicatars,
cost-erfactiveness indicaturs should
in the short run it is passiblae ko
suztainable (due +12 14 i
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:rainee hour, cost/project developed, cost/paolicy study, etc.
vould be examined to see if the implementing organization is
recaming mare "efficient” at delivering an autput. Regarding the
.ssue of sustainability, several indicatars will be required. In
:he case of credit project, the sustainability aof the project
vill depend largely on the extent to which the borrowers are able
.0 pay hack the loans. Therefare, the principal sustainability
ndicator would be the percentage of loans in arrears/ loans
mtstanding. For the intermediary oarganizations involved in
#raining or policy advocacy, the issue of sustainability consistg
¥ two types of sustainability: internal and external. Internal
iustainability measures the extent to which fees or dues charged
y the organization cover the expenses of care services. This
atio is internal in nature because it measures the extent to
hich the direct costs aof care services are covered by internal
r service related revenues. 0On the other hand y Similar to non-
rafit groups in thea U.S., these institutions are alsao dependent
n outside or external grants. Therefore, in terms of external
ustainability, the principal indicators would be the backlag of
unds and the percentage of AID funds which form that backlog.
n this manner, one would knaw the likelihood that the institu-—
ion will maintain its overall services .n the near future and
he externt to which AID is +to remain the principal pravider of
utside funds.

1 general, the ratios included in the list of project commensur-—
cies are relatively easy to quantify and defin=. The main
tception being in the definition of trainee hours and trainee
ays. The definiticon used will be the same as that used for the
A meonitoring system . For consultancy-typa assistance, tatal
~ainee hours will b2  the hours the advisor sgent working with
@ cliant or on khe client’s prablem (excluding time spent
ravelling and ganeral sdministration time). For clsassrocom—-type
LiLaticns, lhe total number will b2 tha wumboe of class-hours
1itiplied by Lhe wumber cf participants. A trainge day wcould bhe
w2 botal aumbzr of  tours  divided by 3 howurs.  Far oali bthe
imerators of Lhe raticos (total cost), the foous will be o the
ital amouni  of AID funds discuszsd : Quiiae LuEr Lo ws=ar.,
en though, there may be a considerab Nt of cther funds
iich make up total Ffunds, thz 352l i sut efficienzy of
I funds disbursed. This  gsn f tgnhed against the
tffiziency ratio which takes consideration the
tlabionship between AID funds and

1
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RECOMMENDED REPORTING REQUIREMENTS:

2nts a  sunaary of  ~2ccnmended Sontitoring ang coznt-
5 indicators ov functicn  for  ths wpper—-lavel and
s af managemeni--the Mission Dirsctor and Frocject
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TMLES

REPORTING REQUIRENENTS FOR ALL THRZE SETS OF INDICATORS

GUARTERLY REPORTING END-CF-YEAR/ANNJAL ACTICN PLAX REPORTINS

H PRVECT PROJECT ! 10P-FIVE PROJECT :
FUNCTION t DISTINGUISHADLES COMNENSURAILES : IX0ICATARS COMMENSURABLES :
——meem- H oo — t ——————— ———————— t
. FINRNCE t 1. AROUXTS OF LOAM DUTSTANDING 1. OPERATING EIPENSES/TOTAL FUMDS ENPLOYED (1): L. MUNBER OF SUCCESS STORIES 1. RID FUNDS DISBURSED/JOBS AFFECTED ($/J08) :

: : H

3 2. MUMDER OF LOANS QUTSTAMDING 2. LOAN $ IN ARREARS/LOAN $ OUTSTNGING (2) . 1 2. PROJECT COSTS: 2. ALD FUNDS DISBURSED/NZW JOBS CLAINED ($/J0B1 ¢

s A) ANRUAL ACTUAL/PLANNED DISBLRSEMENTS (1) t

¢ 3. MMIER OF LONSS APPROVED 3. NET INCONE/TOTAL FUNDS ENPLOYED (1) ! 0 FUCTIONAL,COUNTRY, TARGET GROUP BREAXDCHM 3. LOAN FUNDS DISBURSED/ALD FUNDS DISBURSED '

4 {OMLY FOR MOW-KOF INSTITUTIONS) L f

3 & WMIER OF LOAMS DISMURSED t 3. MUMBER OF JOBS: §. LEVERAGE FATIO OF OTHER FUNDS ENPLOYED/ALD FUKDS:

t t A} AFFECTED

3 3. MBIER OF OVERDUE LOANS t 8) CREATED (MEW JOOS CLAINED)

H 3

: t . TOTAL EXFORTS OR FOREISN EICHANGE GEMERATED

H H

H H

! 3. A TOTAL INVESTMENT AND/OR CREDIT EXTENDED

' v B WUMBER GF BUSINESSES EXTENDED CREDIT

8. TECHNICAL ASSiSTANCE/:

1. NUMDER OF BUSINESSES ASSISTED

L. COST/TRAINEE DAY BY:

1. MUMBER OF SUCLESS STORIES

i+ AID FUNDS RISBURSED/JOB AFFECTED

H
H
]
H
3
t
H
H
H
.

H
TRAINING H t

t 2. MUMBER OF CLIENT HOURS BY: AISECTOR t 2. PROJECT COSTS:

H ’ B)TARGET ERIUP CATEBORY H Al ANNUAL ACTUAL/PLAXNED DISBURSENENTS (1} 2. ALD FUNDS DISBURSED/JOB CLAINED

1 AISECICR : §) FUNCTIONAL,COUNTRY, TARGET GROUP BREAKDONN

¢ DITARGET GROUP CATEGORY t

1 + 3. MUMBER OF J085: J. FEES COLLECTED FRON CLIENTS/

H t A} AFFECTED YOTAL FURCTICN RELATED EIPENSES (1)

1 H B) CREATED (NEW JOBS CLAINED)

t H 4. AID FUKDS DiSBURSED/TOTAL FUNDS EMPLOYED (1) :

: t 4. TOTAL EXPORTS OR FOREISN EICHANGE GEMERATED :

3 H S. BACKLOG OF FUNDS AVAILABLE BY: H

H : :

H t 3. A TOTAL INVESTNENT AND/OA CREDIT EITENDED Al NUMBER OF MONTHS OR YEARS :

t t ). WUMBER OF BUSINESSES EXTENDED CREDIT B) PERCENTAGE BREAKDONN BY SOURCE OF FUNDINE  :
C. INSTITUTIONAL ¢t §. RAEIR OF MENDERS i. DUES OR FEES COLLECTED/ ¢ 1. MUMBER OF SUCCESS STORIES 1. BACXLOG OF QUTSIDE FUNDS BY: :

DEVELDPRENY H CORE SERVICE EXPENSES (1) 3 :

: 3. AMUNT GF NERDERSHIP DUES : 2. PRUSFCT COSTS: A} NUMBER GF MONTHS OR YEARS H

H H R) AHKUAL ACTUAL/PLANNED DISBURSEMENTS (1} B) PERCENTASE BREAXDONN BY SOURCE OF FUNDING H

1 1. MUMBER OF CUALITY TOP LEVEL H n Fl;“IHGNAL,CUUIIRY. TARGET GROUP BREAXDCiN H

H RAASERS H 2, AID FUNDS DISBURSED/TOTAL FUNDS EMPLOYED (1} H

H s 3. NUMBER GF JOES: 3

s 4, STROMG POLITICAL CONSTITUENCY : A} AFFECTED :

: (YES/ND) H D) CREATED (MEW JOBS CLAINED) :

1 t 4. TOTAL EXPORTS OR FORZIGN EXCHANSE BENERATED :

3 t H

t : :

[ ¢ 5. A TOTAL INVESTMENT AND/OR CREDIT EXTENDED :

t ¢ B. WUMBER OF BUSINESSES EXTENDED CRED(T :

). PROJECT DEVELOPMENT 3

1. NUNBER OF PROPOSALS PREPARED

t. COST/PROPOSAL PREPARED

¢ Lo MINSER OF SUCCESS STCRIES

1. FEES COLLECTED/TOTAL OPERATING EIPENSES (1)

o)
n
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TAKE ¢

REFORTING REQUIRENENTS FOR ALL THREE SETS oF [NDICATORS

FURCTION

———

SUARTERLY REPORTING

ENO-OF -YEAR/ANNURL ACTION PLAN REPCRTING

PRCJECT
DISTINGYISHABLES

2. NUMBER OF PROPOSALS WITK
SECURED FUNDING
3. NUR3ER OF PROJECTS UNDERTAKEN

PROJECT
COMMENSHURABLZS

2. COST/PROJECTS UNDERTAKEN

T0P-F1IvE
INDIZATORS

2. PROJECY COSTS:
A} AKKUAL RCTUAL/PLAMNED DISBURSEMENTS (I}
8} FUNCTIONAL,COUNTRY, TARGET GROLP BREAKDOWN

A} AFFECTED
B CKEATED (NEY JOBS CLAINED)
4. TOTAL EXPORTS OR FOREIGN EICHANSE GENERATED

So A TOTAL [NVESTMENT AND/OR CREDIT EXTENDED

t
:
H
1
t
t
1 3. MUXBER OF JOBS:
!
H
t
1
H
H
t 0. MUMEER OF BUSINESSES EXTENDED CREDIT

PROJECT
CONMENSURABLES

2. BACKLOG OF QUTSIDE FUNDS BY:

A) NUNBER OF MCNTHS DR YEARS
81 PERCENTAGE BREAKDONN BY SQUARCE OF FUNDING

3. AID FUNDS DISBURSED/TOTAL FUNDS EMPLOYER (1)

8 oe 0 se s se e o0 ae e

E. [NVESTREXT PROMOTION 1

B 58 %0 o0 00 e 0 wv o4 06 90 se ov we

1. NUNDER OF APPROVED APPLICATIONS
2. NUNBER OF VENTURES UNDERTAKEN

3. MMNSER OF VENTURES STILL
IN EXISTANCE

1. COST/APPROVED APPLICATIONS
2. CDST/VENTURE UNDERTAKEN

{. MUMBER OF SUCCESS STORIES

2. PROJECT CDSTS:
A) ANNUAL ACTUAL/PLANNED DISBURSEMENTS (1)
B) FUNCTIONAL,COUNTRY, TARGET GROUP BREAKDDNN

:
t

H

H

¢ 3. MUMBER OF 20BS:

: Al AFFECTED

: B) CREATED (MEW JOBS CLAINED)

H

1 4. TOTAL EIFGRTS OR FOREIGN EXCHANSE GENERATED
H

3. A, TOTAL INVESTMENT AND/OR CREOIT EXTENDED
B. KUMBER OF BUSINESSES EXTENDED CREDIT

1. COST/VENTURE STILL IN EXISTANCE

2. COST/LOCAL INVESTHENT PROKOTION
SPECIALIST TRAINED

3. FEES COLLECTED/CCRE SERVICE EXPENSES (1)

F. POLICY ADVOCACY
AND DEVELOPRENT

S0 ®e 8 06 00 00 00 Ve 2e va se 0o 55 pe we

1. NUMBER OF ISSUES PUT ON THE AGENDA
2. NUMBER OF FAVORABLE POLICY CHAMGES

3. NUMBER OF POLICY PAPERS/
STUBIES PUSLISHED

1. TOTAL DUES OR FEES COLLECTED/
TOTAL OPERATING EXPENSES (1)

2. COST/FAVORABLE POLICY OUTCOME
PLACED OK THE AGENDA ($ UNIV COST)

{. MUMBER OF SUCCESS STORIES

2. PROJECT €OSTS:
A) ANNUAL ACTUAL/PLANNED DISBURSEMENTS (1)
B) FUNCTIGNAL,COUNTRY, TARGET GROUP BREAKDOMN

3. NUMBER OF JOBS:
A) AFFECTED
BI CREATED (NEW JOSS CLAINED)

s 4. TOTAL EXPORTS OR FOREIGN EXCHANGE BENERATED

3
t 5. A. TOTAL INVESTMENT AND/OR CREDIT EXTENDED
t  B. MUMBER OF BUSINESSZS EXTENDED CREDIT

1. BACXLOG OF DUTSIDE FUNDS @Y:

Al NUMBER CF MONTHS OR YEARS
B) PERCENTAGE BREAKDCKN BY SOURCE OF FUNDING

2. AID FUNDS DISBURSED/TOTAL FUNDS ENPLOYED (1)

S0 %% 4o B4 48 e 20 % 08 Be 44 se se se se se o €9 40 o6 v 4e se e 40 se ee 0s ss e se se o

59



Officers in AID. BPBesides organizing the indicators by function,
these indicators are also organized according to the frequency of
reporting. The two categories used are "quarterly reporting” and
"end-of-year/annual action Plan reporting".

The proposed system is intended to enhance the existing monitor-
ing system. It assumes that mast of the infarmation on indica-
tors will be provided by the implementing organizatians, al though
it could later an incorporate information gathered from a target
group survey and/or annual field validation. Rather than create
new paperwark, the system seeks to add to the existing PISR and
Annual Action Flan format. aill of the indicators included under
the "quarterly reparting " categary will be included in each
FISR. Far example, all the project cost information would be
included in the "Financial Statug® section of the PISR. The key
project distinguishables and project commensurables waould be
included in the section entitled "Major Outputs®. Finally,
infarmation on the top five indicators would be included either
in the "Overall Status” or "Froject Purpase" section.

The "Top Five Indicators" will be presented only in the end-of-
vyear quarterly report from the implementing arganizatian. The
Froject Officer will then include these indicators in the FISK
and the Annual Action Flan. While the implementing arganizations
will be responsible for providing quarterly information to the
Froject Officer, the Froject Officer will wark Closely with the
F50 in integrating information from the guarterly reports into
the PISR‘s and the Annual Action Flan. Specifically,the taop five
indicators will bhe presented in the Annual Action Flan with
accampanying narrative., In addition, the project commensurables
which focus on  trends related to efficiency, sustainability,
r2levance, and impact will bhe included in tha Annual Acticn Flan.
If sdditicnal survey  work  and/or  field validation trips are
2dupbad by the PEG, +then  bhae Ffroject  Officer would alsno be
Fezponsible for inzurporating bdhis additional informaticr inte
“h2 Amnnuasl Acticn Flan,

in terms of tns reaporiing fornats to be asss by Ine implemanting
organizations, LEII  will design thess formatz in the zoming
weeks. Accompanying explanatary material andg definitions will
also be developed by the =nd =f December.

D. ADDITIONAL INFORMATION GATHERING ACTIVITIES

Aside from thea implementing crganizations supplying the FSO with
the required monitoring information, there exist several cther

conduits of information. “we  short to madium—-term priaorities
recommendsd by LEII include zn annual field validation survay and
the completion af an in-dapth diagnostic surva2y af formal and

a0



infarmal sector firms in the 0OECS, first begun as a Pilot Survey
by LBII in July, 1987. Other additional information gathering
activities include a telephane survey of formal sector firms in
the OECS countries, and the development of a project to establish
or improve the statistical agencies of (OECS governments. Finally,
in order teo improve the reparting of project costs, LBII recom-
mends the installation of accounting systems that allocate costs
by function, country, and target group for the ECIPS and CAIC
(non—SEA) projects.

All the survey activities are intended to focus RPU/C effort and
resources on abtaining information directly from its target

groups. There are several thearies which suppart direct marke-—
ting and surveying ot target groups. In his book Marketing

1anagement ,Fhilip Kaotler states that =

"The capacity cf crganizaticns to survive and prosper
danends an their ability to create value for target
markets in an envircnment of sver-changing human
needs and wants." ¢

In Kotler 's terms, the private firms in the OECS represent the

target market for RDC/D's Frivate Sectar Frogram. | The key to
sucoesy foar this Frivaie Sector Program is to adjust its praoducts
Lo tha nesds of tits Laxrget group.

Y gpzoacd wariatizn an the same theme is provided by "public
choics” theorys

iDifficulties in determining consumer satisfaction or
demand in bLihe abssnce of competitive pricing arrange-—
mente mean thalt responsivenzss must also be taken into
azcount in svalisting the psrfzrmance cof government
BJo St atind S=1- Resooiisiveness czan be defined as  the
Capasl oy ST o5 JovEsanent agenzsy to satisty  the ore-
feranzes of Lhe wiltisoas....Measures of responsivanes
vawally despzad oo intsrviews conducted 1 a Eample
Lurvay Sf o oa ra2lzvant popolabtion of zitizens,

ts can be calculated cnly
rances, and the criteria
eness are interdependant.
=t inzlude raospoansiveness

In the <Final anaiysis, b

in relation to consuansr  Jrat
of efficisncy wnd  ~gsponsi
The criteria of officisncy mo

7 Fhilip kEctler, Farkating Managesment, SFrazncica Hail, 1930,




as an essential component."1°

As in the case of the marketing approach, the public chaoice
theory states that the most cost-effective way of delivering
services by a public agency like AID ic tao try and maximize
responsiveness to the needs and wants of the intended recipients
of those services. One af the best and most direct ways of
determining the preferences cf the target group is through
surveys and interviews with the target group.

Finally, a strong argument for conducting site visits and
establishing a direct dialogue with the target group beneficia-
ries is presented in Chapter 11, "Project Monitoring”, in the AID
handbook. As the handbock points out:

"Among the most productive and timely monitoring tools
are conferences, meestings and personal consultations
with...beneficiariez and other project participants.
Such infurmation exchanges can be highly informative
are often needed to put in perspective the findings
fram ather monitoring methads." 12

Out of the list of survay options presented, the ones that are
considered highest pricrity aver the next six months is the
implementation aof an annual tield visit by the Froject Officers
and the campletian of an in-dapth diagnostic suirvey of the formal
and informal sector businssses,. ’

1. ANNUAL FIELD VALICATIOM VISITS:

1d Visit should se
1v February. - The
Nz gad-cf-the-vesr
whiaa  indariraticn sn
: s, of theE tarpzted
execution 3§ the fisld vizit At

aEg  will allcoe the FED o gather and validate infornatic
fizeded far the annwal Acticn Flan, Th2 priwary purpose of the
visit is twofold: 1} *+go kesp a hand on  the Fulsz of the privaie
sector target group and  taks an annual reading of their ac-omn-
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plishments, needs and frustrations  asad I kg varity that the

out in Eecti II, the Annual Fi
Evaery yzar in late  January or  za
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achievements reported by the implementing organizations are
reasonably accurate and relevant.

The estimated time required to conduct these visits would be
araund 1-2 weeks. The Project Officer would spend a week in the
field interviewing, then a few days back in the office analyzing
and praocessing the gathered infarmation for the Annual Action
Plan. Each staff member would devote his/her effarts to a single
island, examining the effects aof all PSO projects aon that island.
Results would then be correlated on a project-by-project basis
and then on a praogram basis.

An alternative to the Froject Gfficer conducting the validation
visit would be to have an independent auditor assess the achieve-
ment claims. Just as an accounting firm checks the financial
records of the implementing agency, an independent auditor could
verify the accuracy of the project achievements reported to AID.
This alternative relieves the Froject Officer +rom committing
valuable time and frcm the direct paossibility of incurring the
wrath of implementing crganization personnel. But it would not
capture the full rangz of benefits envisioned for the field
visits. It would prevent the AID staff from taking a direct
reading of the privatz sector target group’s preferences. It
also would not necessarily eliminate the risk of offending the

implementing agencies. For example, in the case af CFSC the
fallout fraom an evaluation done by an independent auditor was
tremendous. To this day, the relationship between CFSC and AID

has besn adversely affected due to the highly critical, and some
say unwarranted and unfair, claims made against CFSC by the
auditor.

[AGNOSTICS OF FCORMAL AND INFORMAL SECTGR

The rasalts from the diagnostic Pilot Survey zarvied out by LBII
in Bariadcs, &t. RKitts, and St. Lucia in May and June of 1587
indicata tnat quantitative indicazors alzsne provide  an insuf-
ticisgnt Gasis for judging the relevance of F30 grojects and
rrogram to its target groups. The diagnastiz cample survevs of
ths formal sector in  two countrigs and the non-formal zecior in
une country sought ta rzexamine p"DJect/program hypotneses and tao
proobe beshind Caribbesan businessmen’'s initial answers to conven-—
tional questions. An assessment of the strengtihs and weaknesses
of the targat group <irms grovided preliminary indicaticns that
¢ 2

- Y
the FS50 portfolio deservos zaszzezgsnent and  thaet gpportunities
exist to wmove the program in naw directiaons. However, there are
vary mubstantial diffzraoncoas Jﬁung cthe Esstarn Jaribbean states,

and results obitaicsd in the countries surveyed cannct be extrapo-
lated to the entire arosa BILI recommends the compietion of
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diagnostics as outlined in its Pilaot Survey repaort in July, 1587.
As described in that report, LBII's preferred alternative would
camplete formal sectar diagnostics in the remaining five 0QECS
countries of Antigua, Daminica, Grenada, St. Lucia, and St.
Vincent and the Grenadines. Non—farmal sactor diagnastics wauld
be carried out in Dominica, Grenada, and S5t. Kitts and Nevis.

One of the dangers of a monitoring/evaluation system that is
closely tied to design documents and to tightly defined project/
Pragram logic is that an entirs portfalio can be locked into a
single frame of reference and into a single set of assumptions.
These assumptions and the needs of the target group shaould be
subjected to thoroughgoing reexamination after a substantial
amaunt af experience nac besn accumul ated. in the case of the
RDO/C’'s Frivate Sectcor- Frogram, such a reexaminration is in order
perhaps once avery fiva 72ars. A diagnastic survey is a useful
stimulus and adjunct o program reassessment.

3. TELEPHONE SURVEY OF FGRMAL SECTOR BUSINESEES:

Apart from the emplsyment data prowvided in
timely and r=zliable provisicrn of year-to-

i}

cennial census, the

g

y2air tr=nds are sarel y
lacking on the pertormance of the OECS gconomies and fasir
raspective private sectors, tn tha absance of A believakbie
"state cf the worid® information, it ig difficult to determine
vilvatheyr the accamplisnments of QID-assiztao fiqis are due  tg the

m o

i
roject or to more Mmasroc—economisc trond
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92 selectad. Zzmfors kel

employment, and investmont .
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tollow-up visits could be ftaedd
test the informatian frimsi i o

Tha survey ro BIBLT B e il nyea
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4, INSTITUTIONAL DEVELOFMENT OF STATISTICAL AGENCIES IN OECS
COUNTRIES:

Eventually, the experience drawn from the telephane survey could
grow into a broader approach to assisting statistical organiza-
tions, both business assaciations and the statistical offices of
national governments, to provide needed information to the
business community and gavernmental agencies like RDO/C. RDO/C
should examine the possibility of developing a project for the
institutional development of these statistical affices. This
long-term goal, however, would depend a great deal on the
governments’ interest and ability to eventually support these
agencies from national revenues. At present, only the government
of St. Lucia has received the necessary assistance to establish a
satisfactory capability for the collecticn and analysis of
pertinent data.

S. INSTALLATICN OF STANDARDIZED ACCOUNTING SYSTEMS IN THE ECIPS
AND CAIC (NON-5EAY? FROJECTS:

As mentioned in LBII's September 1987 paper, Program Caost Data
Base *2, neither the implementing ocrganizations nor AID has an
accounting system that is cepable of providing casts by function,
target group beneticiary, or country. Most of the existing
systems are geared more towsards disbursement guidelines, rather
tihan project management criteria. Glready for the SEA project,
LBII has -—arried cut a study and recommendations for implementing
a more aprojsct management oriented accounting system. A similar

study should be dane for the ECIFS and CAIC projects. For the
CF:F and CFDF proj=scts, such a =ystem 1s ot considered as

important. In the cass Qf tha CF5LC project, proiject disburse-

ments are fooussd 2 loans b Sad srez  dirsctly traczablse to a
specryiz  and  targzst gr:up asd  coLnte y. megarding thia SFDRF
project, ThEreg ars2 severs Suoer Lntaraatiocnoal lending agsncias
involwad in the2 project, and SI2 assziztancsE sEpresssii 2 small
percentags of total preoisct fuending.

E. RECOMMENDED INDICATORS AND METHODOLGGY FOR THE ANALYSIS OF
INDICATORS IN THE FOUR ON-GOING PROJECTS IN PS0O:

1. INDICATORS:

Gli ithree sets of wndicaicrsz  Sres2ni=d 1a H2ztion B can and
sihiould be gased for monlicrismg and avaluaticors axy bsoith the groject
Tata Bazsa2’, Louwils Seirgze Intzroational

1= “Frogram Cost
Inc., September 22,1337.
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and program level. The disaggregated cost categories, success
stories and ratios can be used to review an individual project or
can be aggregated and included in program reviews.

Table S presents the monitoring indicators for the four on—gaing
prajects in the PSO portfolio. As is shown in the table, the
“Top Five Indicators” should be used for all praojects, regardless
of the functions emphasized in the project. On a vyearly basis
the implementing organization should provide infaormation on the
amount of project expenditures by function, country, beneficiary,
and budget categary, the number aof success stories, the number of
jaobs, the amount of exports and, the total investment generated
by the praject over the year. As already menticned earlier,
these indicators provide a global overview on the relevance and
impact of +the projec+. They should allow AID afficers ta verify
that the level of project expenditures relates to the project
goals in terms aof target group, geographic scope, and prioritiza-
tion of functions. The “umber of success staries should be used
as an indication tkat the project is, at a minimum, reaching some
beneficiaries. The impact ratios are included only in those
projects that can shaw some direct correlation between services
rendered and impact-related achievements. These indicators
should praovide same insight on the extent tao which the project is
contributing to some of the mare important pregram "perfarmance
achievement" indicatars,

in the case of "Froject Pistinguishables”" and "Project Commensur-
atbles", *he indicataors selected +or the four projects focus oan
the principal  functicns of 2ach oroject. In most projects there
are one ar two {functicns +hat reprasent the primary goals of the

mroizct. Far exzmpie, in PDAF the functional goals are invest-—
ment prorotion snd irmztibtuticral devel opment. Therefore, the
Zra et Tdiotingueshanlse T and ‘commansurables”  included  for

San i

are those indicators listed in  the investment promao-

Ticn irshitatianal gevelopnent Juancticn tet=gquries as presentedg
10 Tables 2 oand 3. I the DFEC arscject the frimary functian is
ficances,; end ail of fho project Tdiztinguizhables® and “Zommen-—
sarables”  are  seizocted  fro tn2 finance funotisa zaa2gory
prasented in Tables 2 and o, FCor =mach projsct then, tha primzaiy
funciions should He idzritifi=d znd taa correspaonding project
distinguishables and proiect commensdarables From those functione
tocluded fFor analyzing prosect LUogress in teErams of efficiency,
susztainability, impaszi e ~alzvancs,

2. METHODROLOEY 775 ol oTIms TEI INDITATOESE:

For  bBoth  fhzs srojelt SLELLNG L naanles and “ocmmensuraslas, the
sjective of any afal »=iz shizould sz in identifying and zxplaining
trends.  Every guaartse fhe indizazors snould demanstrate an
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TABLE 2

RECOMMENDED INDICATORS FOR ONGOING PROJECTS
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impravement. A "red flag" should go up if the indicators worsen
in two cansecutive quarters, or if at the end of a vyear the
indicatars have not improved by more than 10%Z. Of course, during
the initial implementation af the system it may be necessary tog
adjust these "red flag" indicators if they are deemed inappro-
priate or exceedingly difficult. Still, as in the case of
amending the U.S. Constitution, any future adjustments should be
rigorously reviewed befare becoming accepted norms. Otherwise,
there exists the risk that the monitoring system will be changed
so often as to become meaninglecss.

On a yearly basis the project commensurables need to be aggre-
gated to pravide an overall assessment of the effectiveness af a
praoject or the program in general. Specifically, the Froject
Officer should praovide a ranking of 1,2 or 3 for each af the Tap
Five indicators and project commensurable categories--relevance,
impact, efficiency, and sustainability. In general, a ranking of
1 indicates that the indicators have been improving (by more than
107} and that the number of success stories is 3 ar more. A
ranking of 2 would indicate a “no improvement”" status (less than
10%) for the indicators and between O and 3 success staries.
Finally, a ranking af I wculd reveal that the indicators are
worsening and that therz2 were O success stories. Once each
category is alloted a ranking, all four categaries can be added
up tc provide an overall cast-zffectiveness ranking.

At this peint,it would be difficult to determine in absolute
terms whether a prcocject has been cost-effective. Obviously, a
total score of 4 (a ranking of 1 for each of the four categories)
would be visewed as cost-effective. Canversely, a total score of
12 would indicate some sesricus probtlems. But what about a score
of 8 or ICT In these cases it is important to prioritize and/or
czmpars the razsults to  cther grojectas. Within the proiszct, one
fiaz Lo determine which o€ Eke  four effectiven

=53 Catzgorizs is
aSe lmgortant at tnst poiat in ths Dprosact iife  Cycice. For
esxample, Ltha fact Lhat & prois-t haso b improvied 1o sustaionabi-
lity ratic during the $irst ¥2ar =t the project tazy  aot be cause
far  concern.,  Batween mrojzocbs sz owol y the gvecall zuccess or
failure in one category in one proiect zan be welghed agaings:t the
rezults aof the other projacts. shilz  onz grejsczt may oe
disastrous in terms ot sustainability but =xcellent in terms of
tiapact, this amay be campensated by a proiz2ct with similar
functional goals that iz s2l1 -sufficiznt byt Soczen 't Rave gquite
the impact cof the other orolizzi,
what is impcrtant  then = - fclio managzasnat
cerrspective. Rs a first ctezp i Y proiact zmnould
g9e reviewed on its ocwn seoe. £ 3 and waaknoocos
arz2 identified (accordicg t= ko iisators’, TFroj=ct
Distinguishables" and 'Frojsct ! 1t shceould then




be compared to the ranking of indicators in other praiects. The
averall goal should be one of developing a cost-effective pragram

portfolio——one that 1is balanced in terms of relevance, impact,
afficiency and sustainability.



SECTION 1V

MAJOR IMPLEMENTATION ISSUES

Implementing a monitoring system can pose a wide range of
difficulties. This section discusses two sets of issues. The
first set is technical. It concerns requirements for function-
oriented accounting infarmation and for consistent application of
achievement attribution scales. The secaond set of issues concerns
"the will to monitor," the attitudes which the staffs of the
Mission and its implementing arganizations have toward efforts tao
establish accountability for results.

A. TECHNICAL ISSUES

The primary technical praoblems that need to be addressed are the
lack of a accounting system which accumulates costs in categories
related to project achievement (particularly at the implementing
arganization level) and a lack of experience in measuring and
attributing firm-level achievements to project assistance. As
pointed out in the SEA monitoring report,the existing RDD/C
accounting categaries do aat hroak aut project ccsts by function,
country or beneficiary, 'S This problem could be overcome if,
like SEA, 2ach aof th= implementing arganizations wers tag radesign
their accounting swvstems to capture this information at entry.
Until all implementing crganizations have made such adjusiments,

uncticnal breakdownz of coct nay have to be done as s manual
adjunct tag the 2xisting cost reparting. If thisz is thao Case,
Lran ths  al ion =f  costs by "haad" fo- all fhe rzoonmended
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Ezgides the lack of sn sfzounting  system gesr=zd  towards crijsEct
ANG prograe analyszis, ditficulity may b= antitigat=d in maintain-
ing congistency in tha soplization of stiribution  scslss. The
prShLem 1= ot wniikes Lhat of azhrzving comziztang drasing
poiicies among teach=rs in a sohocsl. This is e=pecially the rase
for  measuring ‘mEw Jobs croezoadr, "tzreign exchange/edporas
gzrnerated"”, and "total investmzner. The  aitribcticn definiticns
proposed i1n  this papar-  ara 2peEn Lo intsErgeztziion Jas Lhzy ara
intended to be). Aasids from sampasing Unaw ishu scrooied’ R bko
aaximum atbributicn  zzals of riabs affzoitsed’, the oravon-icon of
inflation in achioc.oment shtrioviicna will rzculre “zali-ecationd

¥ "Erall Enzarzrisz Qfzoistonq—o Frozzct Monitoring Seziom
Cesign and Developmant Rmpoet T, Lzuis Zerger  Internaticnai oz,

April 1987,



tandardization of scores assigned on the basis of field valida-
ion results.

- "THE WILL TO MONITOR"

he "Will to Monitor" refers to an intangible set of factors that
argely determine whether a monitoring system will work or not.
y definition, monitoring requires ane group of people to assess
he actions and achievements of another group of people. In order
or monitoring to be carried aut successfully, each group must do
hat 1s necessary to make the system work. Good menitaring
nvalves the timely and accurate transfer of pertinent informa-
ion from beneficiaries in the target group to implementing
~ganizations to RDO/C tz AlIDs/YWashington. The will to manitaor
ancerns the various actors’ motivations +o: (&) seek out or
smpile the required infarmation (b) transmit the informatian (c)
talyze the information and (d) initiate the necessary action
zeded tao redress problems. In the €inal analysis, the "will to
mitor" comes down tc the willingness to commit the resources,
3ke the risks, and make the decisions necessary ta establish an
ffective systam of accountability.

Lllingness to cooperate in monitoring activities cannot be
nsidered a foregong conclusion. There are many factors that can
o the M"will to manitor® into a "will noct to manitor". These
actors, winich range from fundamental priorities in sllocating
raff effart  bEo intarzultural aensitiv'ties, ara by no means all
tad. " A wisz implementation strategy Zoes well to understand
wd  take account of them. The principal human constraints are
idressed under thr=e headings: r=luctan—cs +o deflate targats,
tlluctancs to o2 asm_aze., and averesion toc r=d flags.

Aeluctance Lo Deflate Target

mhibghiong and their managzrs have vazrsy  sirong survival

ztincts. Thare 13 a netaral ifendsncy o the 2ot 2f an

ganizatica’'s executives o guh bz sE=t facz on svaznts: &0

phasize good news and mimimize bad news in regorting achieve—

nts. No cne within an arganization-- pacticu ariy perscns in
£

io
s middl2 management-- wante <tz be rssponsibla for deflating

pEctations to which <ha2 organizaticn has  become farmally
mmittsd.  Yet that is preciczly what RECAZS 3 staff would have
d ta have done regulariy if an sffactively functioning menitor-
g sy=tam had been in plac= i~ “hve past five “=2ars.

stually =2very ocn2 23f thz Jfourteen Frivats  Sector  dffice
ojucts which LBII taz ravizwed during “he course of its aork
s suffered from Ltargz=t  andsoar - Zporting inflation. Eeginning
th thea Project Faper and Locfram=z, proi=act geocals and purposes



have been set at extremely optimistic, even visionary levels.
Presumably the project designers had in mind "marketing" consi-
derations, the creation aof the favorable image needed to win
approval af the praject in its competition far the allacation of
scarce resources. But once high expectations have been formally
incarparated into the praject documentation, these expectations
take on a life of their awn. The lnitial overstatements tend to
set a tone far implementing organizatian reparting, project
status summaries and Annual Action Plan narratives. Reports from
implementing organizations which err on the high side support
visionary forecasts and really have not been unwelcome.

If the discipline of an achievamant manitaring system had been
seriously applied upon project implementation, many of the
targets originally set in FSO projact LagFrames would have had to
have besn judged to be unachievable very soon after each project
was initiated. While it is relatively easy for an outside
evaluator ar auditor to declare LogFrame goals to be unrealistic
a year ar two after the project design, it is much mare difficult
for decision-makers who were involvad in setting the targets to
do sa in the early stages of project implementation. If imple-
menting organizations or RDG/C staff complain about the gaals,
they risk responses that they "are not committed to the project,”
Yare not  trying  heard anough"” or "ars not daing their jobs
currectlv”. Indeed, they may hao tagged with the anus of bging
involved in a “poor project design™.

The deflaticn of expectatisns established in project de=signs is a
task that has ganerally been defsrred and lsft to cutsiders: IG
TansgeEment  auditors and  the more perceptive and forthright aof

evaluators, In zome ta=2z, the bad nsws does nct arrive unzil the
proisst has  been completed, in which cas=, it becomes a rather
irmuraous "Leseen Loarnsd. Y Ie cihar cases, ths deflaticn process
in  it=sid  has e oatod 32risus 2mbarrasement, atfecting +he
credibilitly of HMiesion and ths impienmanting crganizaticn, as wel:
AE SpUrring Largot ravision and improved r2gnrting.,

2. Reluctance tc Ee As=cssed:

Being "monitored" tanveys a zeEnze cof having one’'s work scruti-
vized in  detail and Judgesd by snother. Suabcrdinastion  and
sublizction to  the power of an-tboe iz implie=d, In intercultural
ssttings, the potentiasl for mlgsunderstanding  and  resentment i
cansiderable. Srom FROoOsD = cerzpective, the risk of angsaring
Leplomenting  organizsticss SJw o wantiag  theEm or thz defaznsive
andsar by averburdening them  wite sdditicnal infsrmatizn rapor -
Ling reguitemsonts W33 & X =ZEricuz Cono®r . From the viawpoini
of an implemanting Seganizabicn, renticring may be regarded as an
entering wedgs for 3DG/C fal e atagenent” of it3s affairs. The
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extra effort of having to monitcr the performance of the target
group may be viewed as a misallocation aof resources. Conceivably
they could regard annual field validations carried out by RDO/C
Project Officers, as excessive intrusion and policing af their
programs.

While the recammended manitoring system seeks to minimize
additional reporting requirements, there still will be some
revisions made. For many, any attempt at improving the monitor-
ing system is equated to increased paper work. In an institution
already overburdened with paper wark, the perceived threat of
having to fill out more reports can serve as a major
disincentive.

3. Aversion to Red Flags:

The final issue involves the managsrial guesticn "What to do' if
the monitoring system indicates a problem. Every monitoring
system presumes that managers will respcnd to “red flags"'". But
not every manager wwill be able +to react to implementation
problems. Along with the crganizational and motivational issues
already identified, therz may e a limited number ~f TESpOnsSes
available +to a manag2r. OSften times, political consideraticns
anc/or bureaucratic procedures
c

J

C

can delay 30 “imely cesponsel to a
praoblam. Other times, procijcsct gerforzancs  ar-cblems may ba
related to general econamic trznds, that are out  of the contrsl
of  decisiana-makers.  Yher manag=ars ars czlocs ar unable to

reach to groblems, their enthusiazm for 3 vEtem - that 3laces
Feoblons batfore them will most liksly be laeze o OWEROWNS2LImInG.

C. CONCLUSION

Thera ara a2 qns

B STEOEt famtons Whllon can =ogel A s D2
attenptsitoincnitos nrocress | osig i me it - =0
from Zongiderations ot parcecnat ; L g ke
which can be traced to +he =E
grajact dacumentation system.
in formulating our c2commEndations or WS e o g P ol o Bk G Ry
sskad the gquestion,
‘What ceasonanly cos=t-=TFfzoiiva Snih sd o a e e Ll S )
th= problsms  we Save: Coessoad Gy Bl 4 s B Aol Bte L e
reports and, e % i I 2 A 1 ORI e e e T
S o eavgeoistinn CYRE N ) e P S s o o S el B ity L L
F20 prablem projsctz.



http:pr-obl.am

We have provided a consultant ‘s answer to that question, identi-
fying both a comprehensive solution and a series of aptions keyed
to a number of special objectives. In the final analysis,
matching a monitaring system to the needs of an organization
comes down to a matter of what the leadership and the profes-
sional staff of that organization are prepared ta support as
matter of self-imposed discipline: self-discipline that they are
determined to maintain in the face of the pressures that will
inevitably challenge and test any attempt at constructive change.



SECTION V

CONCLUSION: STRATEGIC OPTIONS

Given the limited financial and human resources at its disposal,
Mission management must weigh the value af monitaoring system
iLmprovements against the value of other important tasks which it
faces. The previcus section concluded with a discussion of a
variety of human and oarganizational considerations which were
summarized under the rubric of the "will ta monitor,"” which alsa
are relevant to an appropriate choice. This final section
presents a "Caomprehensive Package" aof recommended improvements in
the Frivate Sector Office monitoring system. In addition, various
caombinations of a few manitoring system elements are presented.
These combinations focus on specific, more limited abjectives
which RDO/C may wish to pursue in making impravements in the PSQO
monitoring system. In all, five options are defined. The Consul-
tants believe that these five aptions represent the major
strategic alternatives frcm which the Mission should choose.

A. OPTION #1: THE "COMPREHENSIVE PACKAGE"

Ns presented in saction I, the recommended monitoring system
involves eight mein s=lemsnts: (i} three sets of indicators, (2)
cempliance checklist, {(3) revicsed reparting farmats for implemen-
ting crganizatiaons and the 80, (84) diagncetic survey, (3) annual
field validation visits and analysis by FSO staff, {&4) annual
telephone  =urvaeys, (7Y Enhancemant  of CAIC (non-SEA) and ECIFS
ITLoULiag Systams aad (82 design of a project for upgrading the
sapabilitisg e statistical departmente of DECS governments.,

Hd

[t

ul
LRI o

i
s A

v bhe rullowisg tasulation, a Coosrehensive package' aof
activiilies ias  casn Jroupad by  function  oad by tima-phased
EEAD Ly
TiME FEASING OITIVITIES [iv THE CEIIMEREHENEIVE SACRASE S
Sroup A By End of Calsndar Yzar 1527 (Indicators and Related
Daocumentaticn——Shor+- Toerm rriaoritiesis
1.
3.
Graup B. By Eng of Saleocias ¥2ar T3 IinformazZion Catharing and
Aralvsig-—Meui or-Tzrm Srisritice}:



4. Complete In-Depth Diagnostic Survey
3. Initiate Annual Field Validation Visits by PSO Staff
6. Conduct First Annual Telephone Survey
7. Complete Wark Scopes and Enhancements in
Accaunting CAIC and ECIPS Accounting Systems

Group €. By End of Calendar Year 1989 or 1990 (Infarmation
Gathering and Analysis-— Long-Term Priorities):

8. Develop a project for the institutianal.develupment of
statistics departments in OECS governments.

The "comprehensive package", shawn in this tabulation is LBII s
preferred alternative. The time-phasing of the three major groups
aof activities (A through C), the inclusion of a full complement
of eight activities (1 though 8) in the package, and the ordering
cf activities within each group all represent explicit judgements
by the Consultant. The basic strategy embodied in the comprehen-
sive package is first to develop indicators and related dacumen-
tation (Group A) and then to proceed with additional information
gathering and analysis activities (Group B and Group C).

Guite difteren: strategies far executing the comprehensive
package arz conoceivabls.  For 2xample, if RLO/C wishes to give
ovarriding attenticn to preparations for the Annual Action Plan
tand/cr if the Missicr wanits tg proceed very deliberately with
monitoring system changes., then the best spticn may be to limit
ackivity in 1737 to the "Top Five Indicators® and to execute the
rest of the procrom on oa ste@p-by-step basis, waiting for feedback

on ogach atep bDafors taking the next ane. On the aother hand, if
REDST s Righost o pelority iz Lo redenign its  Private Ssctor
Seogram vYeoar Bhe grownd 4Py & sirong argwsent could be made far
giving first sitention 2o ths campiztion of toe diagnostic SUrT Sy
wod Lhen procesdiog Full-wow=ed with bhe =st =7 the packags once

rew pgrogean dirsctiong sre sefiosd.

LBII is scheduling a total of six persoan weeks of consulting
time during November and December, 1987 and January, 1988 faor the
purposes of preparing monitoring reporting forms and assisting
the Program Office with the Annual Acticn Flan. The selection of
an optiaon in the caoming weeks by the Missiaon wauld caontribute to
the optimum use of this time. Wwhather some version of the
camprehensive package ar some other option is chosen, a set aof
decisions concerning LEII's activities for the remainder of the
contract will be required during the second week in November. A
meeting to review the present repart and to discuss these options
is scheduled for Naovember 12.



B. OTHER BASIC OPTIONS
1. Range of Choices

A wide variety of options involving ane or more aof the activities
contained in the "Comprehensive Package" is conceivable. In order
to assist RDO/C in its considerations, four additional "packa-
ges" have been defined, each of which faocuses on a particular
objective ar approach. They are the "Minimum Package” (Option #2),
the "Accountahbhility Fackage" (Option #3), the "Annual Action Flan
Package" (Option #4), and the"Praogram Redesign Package” (Option
#3) .

2. OPTION # 2: "MINIMUM FACKAGE"
KEY ELEMENTS: (1) Monitor "Top Five Indicators" Only

This “"Mimimuin Fackage" represents a very austere approach to
improving the FS50 meonitoring system. It consists only of
utilizing the "Tap Five Indicators" for each PSO0 project.
Information on these indicators would bes obtained from the
implementing organtzatians. Initially, at least, RDO/C wauld not
sncertake the wvalidatic of this informatiocn., The "Minimum
ackage” 1s mast appraopriate if the RDO/C wishes tao approach the
itask of wpyrading the FS6 system with a great deal of caution
and/ar ailh a @inimal Zosmitment of  resources. The "Minimum
Fsokage does nct taply commitment to go forward with any other
monitoring system change or improvement. It delays any decisian
on e duse of additionsl indicators and field survey work until
the FS staff and implam=niting arganizationz agencies 3Jain
2xparisnce with this first step.

TaooFTIEN # T TACCZIOUNMTABILITY FACKAGE!

HEY ZLEMENTEZ: 1) Muonitar Thrze Sete cof Indicator=z
13) Initiete Annuael Validatizn Zurvey
{7y Inmsiall CCIFS/THRIZ Scoounbtian LNPrOVERENRTE

This "Gecauntability ~ackage" is foZussed aon making subztantial
improvements in the reliebility of informatizcn used for aonito-
risg FSS praojects. The =zlem=2nte implemsnted would include the
"Tap Five Indicators’ and  slung wiith  tihs 7F = :ghi-
ables" and the "Frocjmct Tommensorablige”. thea
proger measurement st achizecenenis,  the 4 woula
Carry coub  hha first onnual v lziaticn sur-mj irn Marzn bpril of
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While more expensive than the "Minimum package", the "Acccuntabi -
lity Package", if Properly installed and maintained, pravides
considerably greater assurance that the problems which have
plagued the system in the past will be avercome. The use af the
project commensurables wauld allow the RDO/C to track the cost-
effectiveness aof the implementing arganizations as well as tha
portfolio in general. The field validation survey would provide
confirmation or corrective adjustments <for data submitted by
implementing organizations and would give Project Dfficers an
oppartunity tao directly assess the changing needs and wants af
the PS0O target group. The increased assurance of the reliahi-
lity of manitoring informatian available to RDQ/C, will bring
with it some risk of cffending the implementing organizations.
Considerable tact may be required ta avaid friction where it is
necessary for RLO/C te  adjust reports provided by implementing
organizatians.

4. GFTION # 4-—-"Apnnual Actian Flan Fackage"

KEY ELEMENTS: (1) Monitor "Top Five Indicatorg®
(3) Imitiate Annual Field Validation Survey
(8) Initiate the Annual Telephone Survey

The "Annual Action flan Fackage' has as its principal Priarity
the compiliaticon of infurmaticon nesded for RDG/C  to repart on
"performance achievement” indicataorsg in the Annual Action Plan.
This package consists of the information provided by the imple-
menting arganizaticns  on the "Top Five Ingdicataore" and confirmed
in the field by +he Froject Officers. In addition, this package
Zantains  the talaphone survay  wWhich will allcow the RDA/C to

-—Ompare Srogran achisvemarnts g the cversll "ststs of Ths world®
af Lhe Largst yoonin,

ches  ootion largely YeEsponds btz khz tappEr L zwEl T Tan&gEment
prisritizs. It also has the cenofi-s of ke&episz the ADDAC stafé
Adieast  of  ths ThAanNging  Ciscumstsnceos and neszds of its target
Wroap, 38 well gy Aroviding wors rpolioble Lo nation on gener sl
@zCaomic btrends  in the 0ECS Louwnbtries, Jf courss, alzng with
this additional informaticon gathering tnere ar= inoraased cozts.
The tzlephaone Survey would csst zm b9z =Se Ja- SEOFT2,020-£40, ,090
S. JFTION i S--"Frogean Radagion Fackag:z

KEY ELEMENTS: (1) Moai:ar ‘Tap Five Indizsto-zo
(4) Zoapleate In-Deptn Diagnouiic SUrvey
(3) Initiata Grnual ri=2ld Jalidaticn Survey

W



This option is designed tao rigorously review the assumptiaons of
the RDO/C private sectar program, and to provide insight intg fhe
future direction aof the praogram. The focus of tho diagnestic
survey will be on the Eastern Caribbean business cocmmunity as a
whale, rather than aon current beneficiaries cf assistance
suppaorted by RDO/C. This survey would be a continuation cf the
pilot survey conducted by LEBII in St. tucia, St. kitts, and
Barbados, in which numerous "lessons learned" and qualitative
insight into the efficacy of the FSO praogram were provided.

At the same time, the monitoring of the “Taop Five Indicators®
would be carried out in arder to keep track of current trends in
the performance of direct beneficiaries. The annual field
validation survey would be ccardinatad with the diagnaostic survey
in order to confirm the accuracy of the "Top Five Indicators" and
provide in-depth informaticn con the recipients of AID-financed
services.

C. CONCLUSION
Each of the aptions .presented embody trade-cffs amang the

interests of RDO/C in  an improved monitoring system for the
Frivate CSectar 0Office, the shart and long—term effects of

proposed improvements o RDC/C s relaticns Wwitn its implemsnting
Trganizations, thz cocts of the Zpecific  activitiss recommendad,
ang tha commitments of bine and energy of b RRABE, SResFG
asd the2 commitment f btime and snergy of b DEY 3ff

Yery much aware cf th= deficiencios of the sysca2m and of
tha problems fhal have occuarred in the PAS 53 rEvonmended
3 compratanisive asprasch to 1moroving Lo DRLT2CLNg SyYSC2m.
Naeverthzlsss, o consuiting firm's et =ptd 3 st Sl e —
ficnal and cost-affacbive may olffar- oo RS ie ) i) St
ard alluecate rzapurczs fe bie ISR ) A BB
CoMar 252NS1YE ©©ECainii N nias baan e s
ut wptions from b I (S ey SRl Lo L0 st ks
nosT surtabioa by

Any final  chicice will fave oo LAvayn(e © s e it o Gl Lo Codbnile
most imgortant is that the oelocted Yaes) G S St LS L
wnderstanding and  zoppor bt of Miszie- At L 3 S SR o
Ultimately, the key «o =fiective monise LETE Loy s
pecale doing the monitur iy a_ioo: sned =0l e 2 R




