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ABSTRACT
 

This report proposes a 
system for monitoring the achievements of
 
the projects of RDO/C's Sector
Private 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 
 PSO put two cohorts of
 
indicators in place. "Project Commensurables" measure functions
 
which are common to PSO 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 project.
 

Information for the recommended monitoring system would be
 
supplied to PSO in three ways. First, organizations implementing

PSO projects would include specified data as part of their
 
regular reporting requirements. Second, information would be
 
selectively validated through direct contacts between PSO Project

Officers and members of the private sector target group in the
 
OECS 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 
 year 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
 
ar,nUally 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 OECS
 
governments to improve the quality and 
 timeliness of 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
 
.-xisting USAID guidance, rather than to replace it. The report

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 PSO monitoring system.
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EXECUTIVE SUMMARY
 

A. INTRODUCTION
 

Since 1980 the Private Sector Office (PSO) of 
 the Regional

Development Office/Caribbean (RDO/C) has 
managed a portfolio 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 provided 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 ono 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 contributedto these achievements, monitoring becomes art
an 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 SectorIs
 
Implementation Status Reports 1980-197, project evaluations
 
conducted during this period, and other 
materials containing
 
assessments of PSO 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 includes
 

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
 
requirer.ents of the Mission Director are different from those of
 
the Project Officer and a monitoring system should reflect these
 
differing managerial priorities.
 

5. 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 problems 1-4 in the preceding section)
 
as well as developing field validation visits and other survey

activities 
 (to address problems 5-6). 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 realistic targets for existing and future projects.
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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.

Finally, 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. Specifically, 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 "Project 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 additional
 
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.
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Finally, the institutional development of the statistics depart­
ments of DECS 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 problem of 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 OECS
 
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 longer-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 "will to monitor". There are several factors,
 
however, 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 Targets: Reviews and 
evaluations of
 
Private Sector Projects demonstrate a pervasive pattern of
 
setting unrealistically high targets 
during the project design
 
stage. Unrealistic 
targets undermine good 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 results 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.
 

3. 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 available technical
 
expertise, and other factors can make it difficult for a manager
 
to respond 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
 
leaders within the Mission. In the final analysis, the "will to
 
monitor" 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 Package" 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.
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1. OPTION 	#1: THE "COMPREHENSIVE PACKAGE"
 

The monitoring system option recommended by LBII includes eight

basic elements: (1) three 
sets of indicators (2) compliance

check list, 
 (3) revised reporting formats for implementing

organizations, (4) diagnostic survey (5) annual 
field validation
 
visits and analysis by PSO Staff, 
(6) annual telephone surveys,

(7) enhancement of CAIC (non-SEA) and 
ECIPS accounting systems,

and (8) 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 Year 1987 (Indicators and Related
 
Documentation--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
 
Analysis--Medium-Term Priorities):
 

4. 	Complete In-Depth Diagnostic Survey

5. 	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 
or 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 C). LBII believes the

full set of improvements will remedy monitoring system deficien­
cies identified in this report.
 

2. OPTION 	# 2: "MINIMUM PACKAGE"
 

KEY ELEMENTS: (1) 
 Monitor "Top Five Indicators" Only
 

This "Minimum Package" represents 
a very austere approach to
 
improving the PSO monitoring system. it consists only of

utilizing the "Top Five 
 Indicators" for each 
PSO project.
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Information on these indicators would be obtained 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
 
commitment 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 PSO staff and imple­
menting organizations gain experience with this first step.
 

3. OPTION # 3: "ACCOUNTABILITY 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 PSO 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 year 1988
 
for improving the accounting systems in the ECIPS project and
 
CAIC project (non-SEA components).
 

4. OPTION # 4--"Annual Action Plan Package"
 

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

The "Annual Action Plan Package" has as its principal priority 
the compilation of information needed for RDO/C to report on a 
few of the more important "p?r+ormance 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. OPTION # 5--"Program Redesign Package"
 

KEY ELEMENTS: (1) Monitor "Top Five Indicators" Only
 
(4) Complete In-Depth Diagnostic Survey
 
(5) Initiate Annual Field Validation Survey
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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 diagnostic

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 St. Lucia, St. Kitts, and

Barbados, in which 
numerous "lessons 
 learned" and qualitative

insight into the efficacy of 
the PSO program 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 validation
 
survey would be coordinated with the diagnostic survey 
in order
 
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

Private 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
 
commitments 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.
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INTRODUCTION
 

A. 	 OVERVIEW
 

This report consists of six sections. The present section
 
(Introduction) provides a brief overview of the contents of the
 
report and summarizes the most important events leading up to the
 
recommended monitoring system. Section I reviews the existing
 
monitoring system used by the Private Sector Office. Section II
 
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 provides 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. (LBII), contract No. 538-0119-C­
00-6027, to design a project monitoring system for the portfolio
 
of 	 the Regional Development Office/Caribbean's (RDO/C) Private
 
Sector Office (FSO). Since April of this year, 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 APPROACH: INTEGRATION WITH AN ENUMERATOR
 
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 Private
 
Sector Office was briefed on LBII's recommendations in April 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 survey 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 contains LBII's
 
recommendations in future survey work as part of its monitoring
 
system recrimmendations.
 



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
 
information 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.
 

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

3. BASIC QUESTIONS AND PROBLEMS
 

A subsequent memorandum from 
Mr. Lerner to Mr. Mutchler (August

27, 1987) focused on 
 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
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"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 improvements 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 Project

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's traditional programs

and on the 
 implementing organizations through which PSO
 
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.
 



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) Formal Sector Telephone Surveys would gather information on
 
project and program performance directly from private sector
 
firms in OECS 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 PSO Project Officers
 
directly in touch with private sector target groups 
on a regular
 
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.
 

5) A Project Monitoring System establishes key indicators which
 
should be tracked by the top management of the Mission and by
 
Project 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 into 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.
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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.
 

As 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 combined 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 monitoring 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.
 

5
 



EXHIBIT I
 

MAIN ELEMENTS OF AN INTEGRATED 
PERFORMANCE MONITORING AND EVALUATION SYSTEM 

"l'l 1.CO0ST-EF FECTIVIENESS
 

FRAMEWORK
 

S.N 
 E 

. AND. . . . 
T:::::: : ...n ......... ..: 0(/'O"JE-TI_. 

OF .SS.ESSMENT 

4 0 -PROJECT.AND.'PROGRAM' r 

,Xi
6 K 

6
 



EXHIBIT II 

SYSTEM FLOW DIAGRAM 

CONCEPTUAL PHASE INORATON SU-YSEMS/ OUTOM
EUIREMENTSII FUNCTION"jUTT0.0 

IMPLEMENTING P 
PROJECTORGANIZATION 

MONITORINGREPORTS 

FIELD PROGRAM r
GsENERIC _ _ _ _ _I _ _ _ _ _ _ _ _ _ _IC N ST T A DCOST__ VALIDATION_ _ _ _ MONITORING 

J ODJECTIVE 
SCOPE EFFECTIVE 
 ASSESSMENT OF
 

OF DWORKPROJECT AND
 
ERFORMANE
OFWOKFRAMEWORK rVPROGRAM

LARGE SCALE PROJECT P E 
SURVEY EVALUATION 

OTHER SURVEY PROGRAMOF DATA AND EVALUATIONPROJECTIONS 

7 



SECTION I
 

REVIEW OF PRIVATE SECTOR OFFICE MONITORING REPORTS
 

A. INTRODUCTION
 

In theory, an effective monitoring system for RDO/C's Private
 
Sector Office (PSO) should report on a set of indicators estab­
lished during the design stages of the projects in the PSO
 
portfolio. Reporting 
should follow a consistent format. 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 purpose 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 foundation
 
for accountability, PSO effectively carries three sets books: 
one
 
which was created in the course of designing the project (incor­
porated into the Project Paper LogFrame in the form of "objec­
tively verifiable indicators"), another which is used 
for
 
monitoring Ihe projecL (incorporated into the Project 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:
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1. 	Lack of Consistency in Reporting:
 

a. 	 The presentation of project inputs in the quarterly (PISR)
 

reports has not been consistently applied within and between
 

projects.
 

b. 	 The reporting on project outputs and purposes has differed
 

from project to project and from year to year.
 

c. 	 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 thoughtful
 

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.*
 

3. 	Lack of Objectively Verifiable Indicators:
 

a. 	 USAID's LogFrame format includes a section an "Objec­

tively Verifiable Indicators." Such indicators are
 

supposed to be quite specific and to supply an unambig­

uous tracking mechanism for the achievement of purposes
 

and outputs. In most cases, however, these indicators
 
in both the LogFrame and the Mission's Project Imple­

mentation Status Reports are overly 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.
 

b. 	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.
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4. Lack of Incisive Analysis of 
Problems:
 

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

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

5. 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 
 a way that it can generate
pertinent information needed to fulfill 
the program monitor­ing 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 project.
The target inflation used to "market" a project 
 in Washing­ton is not deflated during the monitoring of the project
precisely because 
there is no single set of monitoring
books. The of
use 
 different indicators for the design,
monitoring and 
 evaluation of 
 the project 
 leads 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 only 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
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toward the USAID's internal communications (within the Mission
 
and between the Mission and AID/Washington), which focuses on
 
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 justify changes or major decisions (on-going and ex post

evaluations, often performed by consultants or other outsiders).
 

It is important to note that, side by side with centrifugal

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

C. EVOLUTION OF THE PISR FORMAT
 

The problems described in the previous subsection have been
 
counterbalanced to some extent by improvements in PSO's project
 
status reporting. In recent years, the Mission has installed and
 
PSO has applied a format for Project Implementation Status
 
Reports that has resulted in progressively more detailed an(*

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 

1.Summary/Background Data 1. Background Data
 
2.Project Description 2. Project Purpose
 
(Usually states Project Purpose) 3. Project Status
 

3. 	Status Summary a.Financial Status
 
4. Comments on Implementation b.Major Outputs


*5. Problems and Delays c.Other Accomplishments and
 
6. 	Major Activities Expected Overall Status
 

Next Quarter *d.Follow-up Actions From
 
*7. Status of Financial Plan Prior Reporting Period
 

*e.Summary 	of Audits and
 
Evaluations
 

4. 	Problems and Delays

* Not alwayF included or 5. Major Activities During
 
commented n. 
 Next Six Months:
 

a.Corrective Action
 
b.Upcoming Major Project or
 

Management Activities
 
*c. AID/W Actions
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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
 
symptomatic problems, rather than 
on those 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 disbursements,
 
amount obligated, committed, and expended. Before 
 1985, however,
 
only a few of 
the reports presented the financial information in
 
a uniform manner. When reading the pre-1985 monitoring reports ,
 
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 more than half 
(52 out of 91) of the reports

provided a table of planned versus actual expenditures 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 provided on
 
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 year 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
 
are. 
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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 project

expenditures are 
going towards the most pertinent and relevant
 
areas.
 

E. PROJECT OUTPUTS
 

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 output­
related achiev-ements was more clearly stated. Still, 
the indica­
tors used to analyze these achievements did not always correspond
 
to the output indicators 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
 
monitoring reports of 13 
 projects (PDAP and IPED are combined)

has not been consistently applied. Since 1985, most 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
 
Papers (or the output indicators referred to, but not formally
 
expressed in a LogFrame framework, in non-AID project design

papers). 
For only three projects did the output indicators in the
 
PISR's correspond completely to the indicators included in the
 
LogFrame analysis. More common were those projects that excluded
 
most of the LogFrame indicators. In nearly a half of the
 
projects, the information presented in the PISR's excluded or
 
failed to comment on three or more LogFrame indicators. In many
 
cases, the 
reports referred to indicators that corresponded more
 
to purpose or even goal indicators (the case of CPDF and IPIP
 
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 EIPI1, 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 year if 
they had not received
 
RDO/C funds?
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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. For example, one of the
 
principal goals included in the LogFrames of all the projects is
 
to increase employment. 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 of 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. Is 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% of the indicators included in the PISR's. The
 
vagueness and lack of consistency regarding acceptable levels of
 
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 of
 
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 LogFrames 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 overly difficult or easy to attribute achievement. For
 
example, in the case of Regional Development Training, it would
 
be difficult to measure the success of "improving 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 purposes; it should not require a
 
question to first determine its significance.
 

With the exception of three projects (IPIP, CFSC, CPDF), none of
 
the monitoring reports provide a clear indication on the likeli­
hood that the project purposes will be achieved. In the case of
 
CCCU-I and II, one never receives an idea of how the financial
 
status of national credit union leagues are progressing, nor of
 
the loan volumes and membership status of the credit unions
 
themselves. Similarly, except for the last year, the reports on 
CAIC avoided commenting on whether membership is 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 PACD 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.
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G. COMPARATIVE ANALYSIS OF THE MONITORING 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 little 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 loans in
 arrears, and the business performance of loan recipients. Some of
these indicators could serve as 
project commensurables, but they

are noticeably absent from the PISR's. 
 In most of the monitoring

reports, there were normally 
less than three indicators that

corresponded 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 
problems identified
 
in the evaluations of many of 
 the same projects. In fact, in

only 55 out 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 some commentary on
major problems, the issues identified 
were often either too

general in their formulation or too narrowly focused 
on proce­dures to suggest the need for decisive action. 
The most promi­nent issues 
 cited in the monitoring reports (presented roughly

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/or 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 to have had little 
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 problems, the evaluations rightfully
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examined problems associated with low demand,inflated targets,
 
poor project designand 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 other contributing factors as well.
 
Often times, stunted loan 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 
money 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
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proposal (or perhaps spur on the efforts of implementing organi­
zations)-- has been matched by a 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 little time in the field attempting 
to determine for themselves whether what was being reported on 
paper was actually happening. Confirmation 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 1986 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
 

Project 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. On
 
the basis of the review presented in this section, the following
 
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.
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3. Monitoring system indicators selected 
should be prioritized

and matched according to 
the information requirements of dif­fering levels of management. For example, 
the indicators tracked
 
by the 
Mission Director and AID/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 efficiencyv 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 or 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 targets are

clearly set 
 too high, then they will be revised and the revision
 
along with accompanying explanations will be documented.
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SECTION II
 

RECOMMENDATIONS
 

LBII proposes a monitoring system that balances the ideal with
 

the practical. The recommended monitoring system includes five
 

main elements: (a) Indicators; (b) Reporting Requirements; (c)
 

Field Validation; (d) Field Surveys and; (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
 

elementsconcerning additional information gathering activities,
 

are considered desirable, but not essential, especially in the
 
the five elements of the monitoring system
short-term. Each of 


is discussed in turn below.
 

A. MONITORING INDICATORS:
 

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


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
 
the detailed
indicators, LBII drew upon two primary sources--


classification contained in LBII's Generic Scope of Work and the
 
utilized, Cost-Effective­conceptualized, but never specifically 


ness Framework. 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
 

tool 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
that "project commensura­effectiveness indicators are used as 


bles" for measuring the efficiency, sustainability, impact and
 

relevance between projects. 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 1-3 in Section III) are organized into the following
 

categories: a) "Top Five Indicators" (Table 1), b) "Project
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Distinguishables" 
 (Table 2), and c)
(Table 3). 
"Project Commensurables"
These sets of 
 indicators respond
requirements to the information
of differing levels 


within USAID and the 
of managerial responsibility


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
cn the cumulative performance 
of PSO projects (e.g.,
businesses number of
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 PSO
portfolio in general.
 

The "Top Five Indicators" 
 (Table I 
 in Section III) represent a
few input-, purpose-, 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 disburse­ments (%) 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 AID-assisted firms; 
and
(5) Amount of 
 export earnings 
and/or foreign exchange
 
generated.
 

While these indicators can 
be used by all
within AID levels of management
, they are primarily intended 
the 

for "upper-level"
managers --
 Mission Director, Directors of 
the Private Sector
and Program Offices, and 
 AID/Washington officials.
tors should 
 The indica­be used by these decision-makers for:
the achievement of (a) monitoring
LogFrame purposes 
 and goals,
information on (b) providing
a few 
of the most 
important performance achieve­ments in the Annual Action Plan and 
(c) evaluating 
the portfolio
in terms of relevance and impact.
 

The second 
set of recommended indicators 
,ables" (Table 2), 
"Project Distinguish­

are function-specific and 
 organized according
to the level of decision-making. 
The functional categories are:
institutional 
 development, 
 technical 
 assistance/training,
investment 
promotion, 
 finance, 
project development, and policy
advocacy and development. 
 The managerial 
levels referred to are:
"upper-level" 
 (described 
above); "middle-level" managers 
(prin­cipally Project Officers) and; "operating-level" decision-makers
which consist of the officers of the implementingmediate organizations. and inter­(An "implementing 
organization"
which renders services and/or 
is one
 

provides services directly to a
private 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 of the above functions
 
and levels of decision-making, a set of indicators has been
 
selected which allow the PS 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 "Top Five Indicators" and 1-2 other
 
monitoring indicators, while the Project Officers (middle-level)
 
and Implementing Agency Directors (lower-level) focus on more
 
detailed monitoring indicators.
 

The final set of indicators focus on the cost-effectiveness of
 
individual projects and the portfolio in general (Table 3).
 
These indicators are termed "Project Commensurables" and are
 
organized by evaluation categories which are common to all
 
projects. The commensurable categories 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. PRINCIPAL RISKS AND LIABILITIES:
 

As the monitors move from considering "upper-level" to "middle­
level" to "operating-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 like or
 
understand, he can request further explanation from the Project
 
Officers. Similarly, if the Project Officers are puzzled or
 
disturbed about their reports, they can ask questions of opera­
Ling-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 ox surveillance.
 

Moreover, a well-designed monitoring system tends to force
 
action (or at least inquiry) when the numbers it provides send up
 
a red flag. If managers believe that it is unwise to inquire or
 
to act, they may not wish to .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 
RDO/C work within existing reporting

formats. The primary monitoring documents 
to be Msed are the

Project Implementation Status Reports (PISR) 
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 carried 
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 PISR formats. Explanatory material
 
and definitions should accompany these formats.
 

2. 
 PRINC:PAL RISKS AND LIABILITIES:
 

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.
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3. IMPLEMENTATION TIMETABLEs
 

Decisions regarding the indicators to be employed should be made
 
by the Mission by the end of the wek of November 9, 1987. 
Formats and explanatory materials arm to be completed by December 
15v 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 employmentv exports, investment
 
and other indicators of economic performance in the OECS coun­
tries are discussed in sub-section D.
 

1. RECOMMENDATION: 

LBII recommends that annual field validation visits be carried
 
out by the Project Officers in late January or early February of
 
each year (given other system implementation requirements, the
 
1988 visits probably should be deferred until March or April).
 
Members of the PSO staff would spend about a week in the field
 
each year. Each staff member would devote his efforts to a single
 
island, examining effects of all PSO 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 incorporated 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 of 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 its private sector
 
target group. According to current USAID guidance, this is what a
 
Project 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 of competing priorities.
 

31
 



Secondly, the annual 
field 
visits enable the Project Officer to
selectively validate the information provided by the implementing
organization. Given 
the history of exaggeration in targeting and
reporting results, it is difficult to 
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 indicators: 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 number 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 
Project 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 implemen­ting 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 valida­tion to 
 be carried out by consultants. However, 
this would be
 more expensive 
and probably less beneficial 
to the substance of
RDO/C's Private Sector Program 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 organi­zations. 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 as threatening. 
 The implementing organizations may

believe that AID is questioning their integrity.
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esides the risk of misunderstanding, the annual field validation
 

ill also require a commitment of the Project Officers' time.
 

is additional work assignment may be viewed as less important
 

ian the Project Officers' other responsibilities.
 

IMPLEMENTATION TIMETABLE:
 

itting new monitoring forms and guidance in place-- and receiv­
ig the information mandated by these forms-- are conditions 
ich must be fulfilled before the first field validation should 
a carried out. From a practical point of view, the earliest time 
3r field validation would be in March or April of 1988. There­
3re, while considered an integral part of the monitoring system, 
is 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
 
cisting PISR and Annual Action Plan reporting format.
 

ADDITIONAL SURVEY WORK.
 

RECOMMENDATION:
 

i addition to the annual field validation work, LBII recommends
 
iat three additional survey-related activities be considered.
 
i the order of priority, the three activities are: the comple­
.on of an in-depth diagnostic survey of the formal and non­
)rmal business sectors in the OECS countries, conducting an
 
inual formal sector telephone survey of business conditions in
 
te OECS countries, and the exploration of a program of RDO/C
 
isistance to national statistical agencies in improving the
 
-ovision of information on business activity in OECS countries.
 
gether, these activities should provide the PSO with more
 
:curate information on the overall business environment and
 
?rformance of all the target group businesses in the OECS.
 

II recommends that the in-depth diagnostic surveys be extended
 
; recommended in its July, 1987 report on a pilot survey carried
 
it in Barbados, St. Kitts, and St. Lucia.' Specifically, LBII
 
?commended 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
 

1 Traders, Manufacturers and Hucksters (Draft Final Report,
 

ily 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 usefulin redesigning or recasting the program.
 

The diagnostic surveys should be spaced at intervals of aboutfive 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 program.
 

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 associa­tions. Ultimately, the annual surveys should be conducted by aregional 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 ChambersCommerce would ask questions 
of 

regarding employment, investment,and exports/foreign exchange generated to a sample of approxi­mately thirty formal sector 
businesses 
in each country. The
survey would allow AID to compare the performance of AID-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 provide 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 DECS 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 possibi­lity 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
 
iprovements could be undertaken as part of a general program for
 
tproving statistical capabilities this option might prove very
 
:st-effective and useful for both USAID and OECS countries.
 
iwever, a great deal depends on the motivation of individual
 
)vernments 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.
 

PRINCIPAL RISKS AND LIABILITIES:
 

e most important consideration associated with these recommen­
tions are the costs involved. At a minimum, the estimated cost
 
the telephone survey would be about $30,000. The in-depth
 

agnostic survey would probably cost between $50,000 and
 
00,000. Finally, the development of the OECS statistic
 
partments would involve very high institutional development
 
sts over a 1-2 year period.
 

sides the costs there is always the risk. that the businesses
 
rveyed will be reluctant to provide accurate information. If 
is reluctance is pervasive, then the mverall accuracy and 
efulness of the survey work will be weaienec. However, this 
sk should not be blown out of proportion. In fact, the musiness 
rsons interviewed during LBII's pilot survey carried out.in 
ly of '.937 were most forthcoming. 

IMPLEMENTATION TIMETABLE:
 

2 :.n-dcpth iagnostic survey should be :z, i.i rnn ft tL 1 fn­
tion sometime Curi -g the +irst or zsccro quar-Lrs zf the 

le,-.ar "y ar- '.933. ,'.a. teaIepno,-e _=,rve .... 2' a r,.?- _=ju -ae.s3 

as January c7' : 3, alt-cuoh .. crc e ti_ +ame 
_ld be the end of 1?S3. Finaijy, the inst ... 

the staiist1cal agencies t.uC1 Iri - 7. A : "D - -. 

iority and one tnat could be conside- .for deveiopment 
netime in the next 1-2 years. 

OTHER RECOMMENDATIONS:
 

mentioned in the LBII s September 2. *Frccram Cc.-
La Base. neither the f.mp!Ementin_ organi zti:rns r;l. has 

S"Frogram Cost D.aca Base', LoLis t- t"tLor~al 
:., September 29,19iB7. 



an accounting system that is 
 capable of providing costs by
function, target group beneficiary, or country. Briefly stated,

the most 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 PSG 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 
monitoring system 
are summarized
 
in the tabulation:
 

1. SHORT-TERM PRIORITIES: A. FINALIZE THE THREE SETS OF
 
INDICATORS
 

-- SELECTION OF A-IA-2, 1. "Top Five Indicators"
 
A-3 CONFIRMED BY: 
 2. "Project Distinguishables"

NOVEMBER 13,1987 
 3. "Project Commensurables"
 

-- B, C, AND D TO BE B. 	DEVELOP NEW QUARTERLY REPORTING
 
FORMATS FOR THE IMPLEMENTING
 
ORGAN I ZAT IONS
 

COMPLETED BY 
 C. REVISE THE PISR FORMAT 

LECEMIBER 15, 1937 

D. INSTALL COMPLIANCE CHECK LIST
 

2. MEDIUM-TERM PRIORITIES: 
 A. COMPLETE DIAGNOSTICS
 

-- FIRST AND SECOND B. INITIATE ANNUAL TELEPHONE
 
QUARTERS, CALENDAR 
 SURVEYS BY CHAMBERS
 
1987 

C. 
INITIATE ANNUAL FIELD VALIDATION
 
VISITS BY PSO STAFF MEMBERS
 

3. LONG-TERM PRIORITIES: 
 A. ARRANGE FOR INSTALLATION OF
 
(1-2 YEARS) 
 ACCOUNTING S'STEMS THAT ALLOCATE
 

COSTS BY FUNCTION, COUNTRY, AND
 
TARGET GROUF 

'L6
 



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
 
as 	the major issues that
are discussed in greater detail as well 


need to be resolved before the system becomes functional.
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SECTION III
 

DETAILS OF THE PROPOSED MONITORING SYSTEM
 

This Section outlines in detail 
a recommended project monitoring
system for the Private Sector Office 
 (PSO) of the USAID Regional
Development Office/Caribbean 
 (RDO/C). 
 The proposed monitoring

system has three principal goals:
 

(1) 
 to measure relationships 
 between expenditure of
financial resources (inputs) 
and project achievements
 
(outputs, purposes and goals);
 

(2) to match 
 indicators of project progress to information
needs at various levels 
of management (Mission Direc­
tor, Project Officer, and Implementing Agency) and;
 

3) to highlight the strengths 
and weaknesses 
of each

project and of 
the 	program portfolio in general. While
focusing- on 
 project 
monitoring requirements, the
proposed 
 system also is intended to contribute to
 program monitoring 
and to both project and program
 
evaluations.
 

The 	presentation of 
this monitoring system 
is divided into five
sections. 
 Section A 
 discusses conceptual tools, issues and
requirements of the PSO monitoring system. 
Section B presents a
series of tables which 
set 	forth 
 the 	three sets of recommended
indicators: 1) "Top Five Indicators", 2) 
 "Project Distinguish­abl2s" and, ­ ",roject Commensurables" by management level andfunction. Section C examines the reporting requirements associa­ted ;ith th reccmmended indicators. In Section D, 
additional
 
information .

the 	 activities are recommended to complementin21tion n the indicators prcvl.ded by :mpietnmenting
organizations. Finally, Section E recommenis specificindicators for 	 a iistthe 	four _-fon-going projects in the PSO portfolio:
CAIC/SEA, CPDF, CFSC, and PDAP. A brief discussion on the use 	 of
the monitoring system 
.s also provided.
 

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

1. 	 THE PURPOSE OF MONITORING 

Since 1960, the Private Sector Office 
(PSO) of 
RDO/C nas managed
a portfolio of as many as fourteen proJects. As in any public orprivate organization, 
 effective management of 	 this portfolio 
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luires the timely and relevant flow of information from the
 

mer levels of management to the senior levels, and from the
 

ieficiary group to the intermodiary institution to the funding
 

ency (USAID). Along this management and institutional con­

iuum, the most important areas of consideration are: resources
 

Igeted and expended (inputs), the immediate, tangible results
 

the expenditure or conversion of inputs (outputs), and
 

Jium/long-term objectives accomplished (purposes and goals).
 

:h level of management needs monitoring indicators which help
 

e manager to answer fundamental questions from his or her own
 

-itage-point: "'What is happening in the project?", and "If 
3gress in achieving targets with respect to outputs, purposes
 

J goals is not occurring as planned, what is wrong?".
 

discussed in Section I of this report, the existing PSO
 

iitoring system has not provided sufficient information to
 

3vide answers to fundamental questions in a timely fashion.
 

e fact that several tasks for developing a more effective
 
are included in LBII's contract,reflects a
iitoring system 


:ognition by RDO/C of the need for improvement and for change.
 

Lle not explicitly stated in the LBII's scope of work, a
 

iitoring system should establish linkages among: management
 

eels (implementing organization, Project Officer, Office Chief,
 

ssion Director), existing projects in the portfolio, and the
 

sign-monitoring-evaluation phases of individual projects and
 

e program in general. Proper linking requires the tracking of
 

3uts and outputs as well as goals and purposes. It also should
 

:Ilude the selection of indicators that identify each project's
 
-formance in terms of achieving acceptable levelr of efficien­
, sustainability, relevance, and over-all impact on the target
 

F. OFJED 1NCEPTUAL TOOLS FOR MONITORING 

-ing the initial stages of developing a monitoring system, LBII
 
4
rpleted a draft wJcrieing paper on a prciej monitoring system 

Lch envisioned the use of four monitoring tools: tho generic 

3pe of work, a cost-effectiveness framework, a large scale 
-vey, and an annual field validation by RDO/C Project Officers. 

.r the past several months, the scope of the originally planned 
stein has been reduced. Specifically, the monitoring system 
3posed in this paper does not focus on, nor is it dependant 
:n developing a data-base of information compiled from a large­

ile survey. Any survey -tcrk is now considered secondary to the 

"Proposed Private Sector Office Monitoring System", Draft
 

)ort by Louis Berger International, Inc., April 1987.
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development of 
 satisfactory indicators 
to be reported an by the
implementing organizations.
 

Assuming that 
 the issue 
 of the annual field 
validation and
additional 
survey work remain unresolved for some time, the core
of the proposed monitoring system 
.can still..be-instal ed.-That­---core 
 ofocuses -on, i-nform-ation -provided by the impIlementing organi­zations. The principal conceptual tools to 
be used include the
generic scope of work and a cost-effectiveness framework.
 

More specifically, 
 the proposed monitoring system includes three
sets of indicators. The first two 
 sets of indicators,. "Top Five
Indicators" and 
 "Project Distinguishables",. 
 focus 
on a select
group of goals, purposes and outputs 
as 
scope of work and 
listed in the generic
other AID documents such as Project Logframes
and Mission 
Annual Action Plans. The 
selected indicators allow
one to track inputs, outputs and, purposes and goals. In terms of
Annual 
 Action plan requirements, 
the "Top Five Indicators"
provide information 
 on some of the more important "project
performance achievements" including the 
 number of
number of jobs created,
exports generated, 
and number of businesses assisted.
These indicators are considered fundamental to every project. The
other set of 
 indicators 
are referred


Distinguishables" to simply as "Project
and they are essentially unique to
project. They each
allow decision-maker 
at various levels of AID to
monitor the achievemont of outputs cf 
 ach project. 

The third set of indicators 
to be included in
monitoring system are the project

labeled "Project Ccmmnmurables".
indicators are separated These 
from " Project Dis inguishabl s" since
they focus on cost-effectiveness indicators that car, be used for
inter-project comparisc:ns and for an ovarail portfolim evalua­

: th. . ,r af.ount oF prDect input.-, : 'uro.)S­
...
'ed. the Froject CcMMEn f arperct._ to the mozt important t. ztpu_..s 

i
*, pu, . -.....-. .:r-­more the-e commensurableS-v/,luaLi*cn ra-quirementz, "i:c: " r a nhL- .-., -an I g;.t .1: 1I_;- -.11 F;tI: .

"Project Distinguishables"decision-iraking-- are: cassificj ;rdr_",upper'-lavel " " '!i tc .1'evels of!'.I=.,-,= "" 
 -D- tI

I evel ". The "Project Crnensurao! es%
organized in n 'ni ctner nar,.d,-.terms oi: fficiny, 
 t,. •iPaZt Indrelevance categories. -he br-o:ad~;.4n of p-c;sc c i~mnsurab-jsinto these categories oorresponE to the prIscina 'valiatimnrequirements as 
outlined in 
the AID EZ.luo.tior. .ncc::. 
 h e:
 

e "AID Evaluaticn H--n , - F=-. r:.. --;-­tion Methodology Rep-ort tio. 7, Aen,,. "f 
-:'
ment (AID), April 19f7. 

•.
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indicatorS, therefore, are intended for both monitoring and
 
,
evaluation purposes. While the "Project Distinguishables"' can
 

also be used for evaluation purposes (as is the case with any
 
monitoring system), the "Project Commensurables" are specifically
 

S designed to provide the necessary quantitative indices for
 ..	 accordding --to _ A I D__evlluat ion -guide7--,__ssssn'the i---s0-por-tfolio -­

lines.
 

3. 	 ISSUES ASSOCIATED WITH THE SELECTION OF MONITORING
 
INDICATORS
 

a. GENERAL DEFINITION AND SELECTION OF INDICATORS
 

As demonstrated in Sectin I, the existing monitoring system
 
lacks consistency and uniformity in terms of the definition and
 
use of indicators. As a result, the Project Implementation
 
Status Reports (PISR).often either cover too many indicators or
 
focus on inappropriate indicators. In short, ad hoc designation
 
of indicators leads to ad hoc analysis and monitoring.
 

The proposed monitoring, system, therefore, must strive to
 
accomplish several goals. First, the system must include
 
indicators that a.re quantifiable, consistently defined and
 
realistically achievable. In this way the system should estab­

.	 lish consistency and uniformity in reportir from one management 
level to the next. Second, the system shouli be flexible enough 
to accommodate existing and future projects. In otner words, the 
proposed system should not be functional oniy in relation to the 
existing project mix in the pcrtfolio. The indicators selected 

and other,raecommended information gathering iihould be 
applicable towards future projects as well. Thir'dly. the systemi 
shculd be adaptable -'ceiXisting AID project daom n "it reo. ti O 
requirements. The most cost-effective no .y~tcm canncan me 

. __ by ifmproing ,i _ni .r-po, . . ,._.. . 

creating a new paper trail. Fn l..v, . ... .uE,,7 _,....
be 	simp!e enough that implementation des . 
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most the r 
"middle-level (-(ro;,ct C.:tt=r I eve . , c -i 
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organizatL-ons .-of 	 implementing icz: haie tc';:, 
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will probably be more detailed than 
those designated as primary
 
concern of the Mission Director.
 

b. DEFINITION OF PROJECT COMMENGURABLES AND COST-EFFECTIVENESS
 

The premise 
behind the selection of the "Project Commensurables"
 
is that all these indicators provide some indication of the cost­
effectiveness 
of the individual 
 projects and portfolio in
general. 
 A major problem in selecting these commensurables is in
 
defining cost-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 of costs. & But 
even after costs are

organized into 
more detailed categories, it is not certain that

the benefits derived 
 from expended resources are readily

identifiable or attributable to those costs. 
For example, in the
 
case of 
 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 program? In the case of investment promotion, to what
 
extent does a contractor really influence and convince a foreign

businessman to invest? 
 In these cases and others where a benefit
 
is hard 
to quantify, especially in those related to institutional
 
development, the focus is often placed on an output such as thenumber of people trained, or number of businesses contacted. In
the search for quantifiableness, it is easier and more certain toSa that 1O0. p~cple were trained rather than state that the.rai,iing rc-sulted in an increase in prcductivity and profitabi­.LltV Cf :;0A. 

i% COST-DENEFIT ANALYSIE
 

Assuming that benefits are eventual11-y defined, the final question
focuses on how effective are these benefits given the costs
involved. Cost-benefit analysis may be regarded as a special
case of cost-effectiveness analysis in rhich the "effectiveness"
is defined as an ircrement in natiinal income. If all benefits 
can be translated into value-added or other building 
blocks cf
national income, a comprehensive. impact-related, fully commen­
surable assessmEnt is then p:ssible. Since costs and benefits
 

4 "Program Cost Data Base for t?-ve Private Sector Office". 

Louis Berger International, Inc., September 2-,1997.
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in then be related in dollar terms, the time value of money can
 

e taken into account.
 

F one could determine the increase in value-added (contribution
 

3 Gross National Product) of each project, it would be possible
 
3 aggregate all these benefits and costs and determine a net
 

-esent value, internal rate of return, or cost-benefit ratio.
 

i the case of the PSO portfolio, however, a large percentage of
 

3tal disbursements went towards technical assistance and
 
istitutional development, the benefits of which may be very
 

Lfficult or costly to quantify in terms of incremental contribu-

Lon to national income. In the absence of good estimates of the
 

ill range of benefits in terms of national income, a traditional
 

3st-benefit analysis cannot be carried out. What can be done,
 
3wever, is to use impact or "benefit" variables such as job
 
-eation, new investments, expansion of exports (calibrated in
 
2rms other than contribution to national income) as "partial"
 

externally non-commensurable) measures of benefits in a series
 

: cost-effectiveness compariscns. The comparisons will lack a
 

immon denominator (jobs, exports, and investment are ultimately
 

)n-commensurable with each other except in terms of their effect
 
national income), but comparisons can be made across projects 

)r individual indicators and the results of the program as a 
iole c-an be summari zed on an indicator-by-indicator basis. 

)INICATOR-E'Y-INICATCR BASIS 

c,Dmmon indicator of cost effectiveness concerns the efficiency 
: a project. This definition of .cst-effectiveness focuses on 

ke outputs of a project and would most likely result in the 
-esenLation of a variety of ratios: cost per trainee, cost per 
udy prepared, ccst per staff member, etc. The major problem 

'ij cnnio ac i, that. t,,e issue of determining
i 2: i ~ess .nd 5/stlif''i- costs is left incomplete. It is 

-le Mla;. L:; i.:_r" tra-ineE one was l(-itrainfGe& -t Of project 
- ZI. 5 p::i: - ,i- 1e'-- l 1ctive in a et ing prcd ti­ty than X p-,D.oj t , - 2 4'"t-airEe.1. 

raeovr, by f ccusi ng alJ-a ioi on t:impact" related and 
Jfiiciency" related tost-effecti eness measures, one runs the 
5k of overlooking cther criteria that contribute to cost 
fEti -eness. One ."cial 2ri!erion used by AID officials far 
fining the success o-f prc-J:ts,r'alates to the sustainability of 

-C'ject derived be,,efiL a. For example. one project may be 
nd As e .. r;== y cost---_.tiL v- because the project resulted 

u r - i-,gf -businesses that resulted 
. ,:h; crti:, t .a 2.. cost of *L.Q per job. These 

inUy faurabl E:_ E'_t _ n-l .ltios. ho. ever, may ignore the 
Sthat only .*ne ou!_- --r tusinesses remains in ousiness 

ter the project en. Withcut mrzasuring the sustainability of 

I-_ 



a project's impact or 
 efficiency related benefits, it is diffi­cult to provide a final stamp 
of approval 
 on the overall cost
effectiveness of 
 the project. Another indicator of success that
can arise or 
 be overlooked 
relates to 
the relevance 
of the
defined benefits. 
 It is possible that a project may be extremely
cost-effective in stimulating exports. 
 But if the majority of
these exports in fact originate from non-OECS countries, then the
overall cost-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/goal component 
(impact), an output/input
relationship 
(efficiency), a time component (sustainability), and
a target group impact component (relevance). The division 
of the
term cost-effectiveness 
 into these four components will allowRDO/C staff to judge both the overall success of the PSO port­folio and 
 or each individual project. Just as portfolio analysis
in a large corporation involves analyzing 
the trade-offs between
risks and returns 
cf various business units, 
the portfolio
analysis of cost-effectiveness in the PSO portfolio shouldinvolve analyzing tLie L-ade-ofis between efficiency, sustainabi­lity, impact and relevance cf each project. 

In effect, Lhese four zlasas -f indicators allow one to carryout "sub-optimization" analyses--or separate studiesproblems cf a larger on sub­mission or government goal (maximization ofcost-effectiveness). 
 As Roland McKean pointed out long ago
Efficiency in Government through Eystems Analysis: 
in
 

" .i ecI-sic... .. ina ,-u.. be br:k-en intz chunks. -incsit is impossible -For a sirlgiEth e prcblems c:hoiue analfsim t examine allof L ieuitaeojsi 

While Mc'.ean*s analysis directedis more towards iecidingfuture alternatives, onit -can als= De applid cvards mornitcringand evaluations. Reliance on setons of indicators like theefficiency of delivering outputs, is not sufficient bymonitoring or evaluating the 
itself for 

e:vfr.ileffectiveness of any oneproJect or the program 
portfolio. What is neededcommensurables which allo4 
are proj ect

for inter-prcject czmparisons cn tilesubgoals -- efficiency. Sustaiaoiiity relevance, and impacz-­which make up the larger goal f achievi.-ng cst-effectivenEss.All four- of these comp-nenits .are part Df a cost-effectiveness 

Raland MtcKean, Efficiencyl. in Go-.ernment Througn Systems
Analysis, pg. 30. 
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framework which 
can be used for project-project comparisons and
 
For an overall assessment of the portfolio.
 

9. RECOMMENDED MONITORING INDICATORS 

rhis section reviews in detail 
the three sets of indicators as

)resented by management level 
 and function. 
 These recommenda­
:ions are summarized in Tables 1-3. 
 In all the tables presen­
:ed, it should be noted that the recommendations are subject to

-evision after staff at RDO/C have reviewed these tables.
 

"ables 1-3 provide summaries of 
recommended indicators. 
 They go

:rom the 
 "Top Five Indicators" (Table 1) 
to more function- and
tanagement level- specific indicators (Table 2 and 3). 
As already

itated this format corresponds to the identified 
need for
 
rioritization and standardization of indicators.
 

,side from dividing the monitoring indicators into "Project
istinguishables" and 
 "Project Commensurables", 
the following

lassification system 
has been used. In Table 1 the "Top Five
ndicators" represent those indicators which, in LBII's judgment,

re a minimum requirement of all projects. 
 For "Project Distin­
uishables" presented in Table 
2, there are three levels of
ndicators: a) "Upper-Levei Indicators" represent those indicators 
c be tracked by the Mission Director and the Directors of the
 rogram and Private Sector 
Office; b)"Middle-Level Indicators"
 
re those indicators followed closely by 
the Project Officers,

)"Operating-Level Indicators" 
 are those indicators followed by

'e implementing organization Directors. In 
Table 3, the presen­
ation of "Project C-mmensurables" is organized 
by the following
valuaticn guidelines: a) "Efficiency" represents costs 
Jtputs and *:perating expense ratios; 

per 
b) "Sustainability" looks
L Ev, inrstitution's ptential for becoming independent or lasspendenL on AID financing; c) "Relevance" examines the extent to

Pich r esources are reachingproject the intende target group ofDuntries and beneficiaries and; d) "Impact" assesses the cost 
Zr- job affected and cost :ia 2:.D creatd. 

TABLE 1: 
TOP FIVE INDICATORS
 

ie indicators presented in this table are viswed as basic and
signated as reporting requirements 
 for every project in -he PS0rtfolio. These indicators are bottom-line =riented focusing on
ke end-use of project funds and any resulting impact-related

:hievements. They are also "macro" orienLed in the sense that tey begin to relate project expenditures to potential macro­oncmic benefits resultingV from in-reasad employment oppor­nities, foreign exchange and investment. Unlike the other
nitoring indicators (Tables 2 and 3), this set of indicators 
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TIAKE I 

TOPFIVE INDICATCAS' 

CATE6ORY 

INFORMATION INDICATORS OF 

I. SWM SOIES I. NMER OFSUCCESSTORIIES 
YEiLY 

I. PROJECTCOSTI I- AN" UAL VS. PlAlN DISDIiSENT Ill ifty 

2. 1 I IO Fl S 1Dil i l 

-FITIU 

-TARGET iW CATERY 

C. JOBS AFFECTEDCREATEDAND I. lINER OF JiN: 
YEIL
 

Al AFFECTU3 

11 CREATEN(REVlJOIDSCLIED) 

10. EXPORTSORFOREI6N EIOMEE 6ENERITEp I. TOTlL EXPORTSORFOREIGN EIMI SERERATEg YEARLY 

1E. TOTALINKSTINE ANOR CREDIT EXTENDED 1. TOTlL IINSTMENT 6WRME1 D PIECT YEARLY 

2. TiALrCREDIT EITENDED 

I. NMER OFDUSISSES RECEIVINGCREDIT 

STHIllS IHT E DIFFICLIIT 10MEA MAY ONESTIMATESAN DEPEND 
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kre directed towards the Mission Director and AID/Washington
 
tdministrators. They focus on a few , but not all, of the
 
ierformance program achievements that could and should be
 
ncluded in RDO/C's Annual Action Plan.
 

;pecifically, the "Top Five Indicators" are divided into five
 
:ategari.es: (1) number of success stories; (2) project costs; (3) 
iumber of jobs affected and created; (4) exports and/or foreign
 
,xchange generated and; (5) total investment and/or credit
 
xtended. The greatest shortccming associated with these indica­
ors is in defining and attributing project achievements. Below
 
s a more detailed discussion on defining achievements in these
 
ategori es.
 

) Success Stories:
 

s pointed out in full detail in the LBII report on the SEAP
 
onitoring system , success stories are "examples of the best
 
hat the organization has done, and hopefully can do again iti the
 
uture." a The success stories are suppose to provide tangible
 
vidence of a direct link between the stated purposes or goals of
 
project, and the achievement of those purposes at the firm­

evel. Specifically, the implementing organization when in 
dentifying success storiEs should verify that: 1) Something good 
nd relevant to the purposes of the project happened at the firm 
evel: 2) these good results can be quantified in terms of jobs,
 
-come, sales, exports, etc. and; 3) these achievements are
 
ttributable in part or whole to the assistance provided by the
 
-oject.
 

-1a nutshell, the purpose of including the success story is to 
Etermine the overall relevance and impact of a project. The 
.zces -tcr-, is a micro-analysis which documents, in detail, the 
:nsibl eness and reasonableness c - :-ccnomic attributions 

h,, a.--;. ,_ : d- ei se. - . * - n..er :- e the predispo­.-.-

. itza s keptics who rna*. tiia-s that the project is" 

lyir;g 7c. impact except on the people who staff the delivery 
.stem. If at the end :f the year a delivery institution or 
-oject has no target group beneficiaries that are.considered 
success stories", then the proje=t may be considered lacking in 
2levance and ability to respond to the target group's needs. On 
ie other hand if a project -an cint t thrEe or mcre success 
.ories every year, tl-,en the prec t, from an order of magnitude 
rspective can be viewed as rsi,,ant and reascnably effective in 

kving some impact on the targe= gr cup. 

0 "Small Enterprie-_ Assistance 'roject Monitoring System, 
!sign and Development Report", Louis Berger International, Inc., 
iri 1 1987.
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ii) Project Costs:
 

Regarding the allocation of costs, there 
are several basic
 
reporting requirements. The first concerns planned versus actual
 
disbursements on an annual basis. While by no means a 
very
 
accurate indicator, a comparison of actual 
 and planned disburse­
ments provides an early 
and useful insight into the absorptive
 
capacity of a project.
 

More detailed information 
on the end-use of disbursements is
 
gathered from the presentation 
of project costs by country,

function and target group category. Discussion on the country-,

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-over" categories--the "OECS 
Region" and "Other" categories. The allocation of costs by
function include the following categories: institutional develop­
ment. technical assistance/training, investment promotion,

finance, project development, policy advocacy and development,

and project overhead. Finally, the categories used for target
 
group allocations include: foreign investors, large firms, medium
 
firms, small firms, and micro enterprises.
 

The breakdown of costs by ail these categories allows one to see 
the extent to which prozect expenditures are reaching the 
intended target group countries. beneficiaries and functions. 
Similar t actual vs. planned disbursements, these percentagesprovide a first-cut insight on the cost-effectiveness of the 
project as defined tn terms of relevance and the expected impact
of AID resources on the target group. 

! i > 2:.:s -4fEct:-.j an redt-d: 

o1s
nn" . di-ect :eafures.it impact achievement by a
prciv. is tle nuibr- L;f ,obs af-fs-td anid created by a proJect. 
..... t. ._ indicat-ors that should be foilrwed on a 
yearly basis 1 _0uld bE Lhe ccZ p.Er jobafet Z nd c s per job
created. These measuring sti._ks :re predcminantly applicable to
pro.Iects that have a lar:_e finCa;cE, investment promotion, or 
prot devalpmt.t in the _ass of institutional 
davelopment, technical as-istac.=-ai -ing, and policy advocacy, 
any att-ibutijn of : oe cor-_ 
l i mi ted. 

jzb) at_'e t-ay difficult and more 

.
Regar-dl _-- Cf th type -i: p-E- teinig-n a "job created" is 
noJt an easy taz-k. F':r tr-i ,easo-n, the _cb created category is
calld "riew jobs -laie-c". Furtrsr.-.r -, as an indic-ation o the 
maximiu attrib...table fum- :)f jzbs associated with a project,
anoth-er -ateg.nry entitled "Jcbs Affected" is included. "Jobs
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1ffected" would include all employees of a business that received
 
5ignificant assistance from an AID project. 
For example, in the
 
:ase of micro-enterprise assistance, it may be Jifficult to
 
kscertain the extent to which a business was able to sustain or
 
iire more labor. In that case, one might simply state that all
 
:he employees of that business were 
"affected" by AID assistance.
 

tegarding "new jobs claimed", a more specific but still flexible
 
lefinition is required. 
 For the purposes of this framework, the
 
abulation of new jobs claimed 
will be based off a spectrum

eflecting varying degrees of assistance. In the case of 
rojects providing credit the spectrum of assistance will consist 
if three tiers: 1) Funds provided represent 50% or more of the 
otal investment, 2) Funds lent represent between 25 and 50% of 
otal investment funds, Z) and the amount lent is less than 25% 
f the total investment. In the case of the investment promotion 
nd project development projects, the spectrum of assistance is 
lso three-fold although more qualitative. In the first tier is 
he group of businesses that could not or would not have made the 
nvestment without the assistance of AID. This group would 
nclude, for example, those firms that decided to invest in the 
ECS because of the information and assistance provided by the 
DAP project. The second group of beneficiaries would be those 
usinesses that without AID assistance would have had to delay 
heir investment by a significant amount of time. In this group
ould be businesses that depended on PDAP and CPDF services for 
,'peditingtheir investment decision, and in so doing, allowed 
hm to take advantage of market opportunities. The final group 
n the spectrum would be those businesses with which AID assis­
ance was appreciated but was not considered essential to saving 
ie business any significant time. This group would include those 
isiriesses that PDAP met at the airport, or talked to on the 
Rlephcnze and rthing mor-E. 

Dr Lhe iial tabulation Qi "new jo:.bs ciaimed", ni those 
J.sinesses t-at fit into the first two tiers :f the credit and 
1vestment promotion and project deviop'int projects would be 
-,cluded. This delineation pr-cvides f1Ee;ioi!ity,- for the delivery 
;ents to identify their acccamplishments and for recognizing the 
arying degrees of "critical mass" associated with any new 
ivestment. While difficult to determine the extent 
to which the
 
-itical mass could be attained withcut AID assistance, the 
-amework assumes that the creation of any critical mass is an 
iportant accomplishment in ana by itself. In any case, any 
itimates by the implementirng *-ganization :an be cross-checked 
.d critically examined during an anual .ai idation survey and/or 
d-term evaluations carried cut during tha project life cycle.
 
nally, regarding both "jobs affected" and "new jobs claimed", 

information should be presented 
 in terms of total person­
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years (260 work 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 common denominator.
 

iv) 	Foreign Exchange or Exports Generated:
 

Attribution of foreign exchange 
or exports 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 Plan, although it will not be as detailed. The
 
Annual Action Plan asks for exports as broken down by "commodity­

tie" and "non-traditional" exports. As presented in this report,
 
any information provided would be in global terms 
(i.e. there
 
would be not distinctin between commodities and non-traditional
 
exports).
 

v) Total Investment/Credit Provided:
 

As 	 in the case of the 
 previous indicator, the collection of
 
information on total investment may ny 
 hindered by the assisted
 
businesses' reluctance 
to reveal this information. In many
 
cases, therefore, it may be necessary 
to estimate total invest­
ment associated with AID assistance. This 
 may by done using

industry averages of assets/employee.
 

At a minimum, if no information on total inv-estment is prc_.-ided,

then information 
 on 	 total credit and number of businesses 
receiving credit under AID projects 
shculd be compiled. This
 
indicator sertv's as an indication o-f the bare minimum investment 
associated with a business. 
 It also responds to one of the
 
principal performance achievement indicators outlined 
 in the
 
AID/W Annual Action Plan.
 

2. 	 TABLE 2: PROJECT DISTINGUISHABLES BY MANAGEMENT LEVEL AND
 
FUNCTION
 

It is essential to identify and 
 classify crizical indicators of
 
progress and performance which address managers' priority

questions. The monitoring indicators sel3cted 
 should correspond
to three levels of management responsibility: "upper-level"
management" (Mission/Program Directors), "middie-level manage 
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6.LEADERSHIP/ANAEMENT CAPABILITIES 

. 

7. PII ciT IC NS(YES7.BACKIG IO 

PROJECT DEVELOPMENT 1. KINSEROFINININLES 

POLITICAL C7.POL.ITICAL.CON+STITUENCYBACKING(YESikOl) 

I. NIUiMEROF PROJECTS UNDERTAKENI. NUMBEROFPROPOSALSTHATSECURED1.NUMBERCFINQUIRIES 

: 

2. NURSEROFPRWMSU PREPARED FUNDI.NG 
2.NUMEROF PROPOSALS PREPARED : L 

3,IWl OF PROPOSALTHAT SECURED FUNDING 2.NUMBEROFPROJECTSUNDERTAKEN3.NUSER OFPROPOSALS THATSECURED FUNDING 
4.KM OFPROEM'IIWERTAKEN 

---.- --- R4. WRlER OF PROJECTS UNDERTAKEN 
E. INVESTMENTPROMtOTIONU.MBER OFCOTICTJ"S I. NJBER OFVENTUPESSTILL I. NUMBEROF APPROVED APPLICATIONS L.NMRER OF CONTACTS 

2. XIt..IR OF VISITS INElISTANCE 2. NUJER OFVENTURESUNDERTAKEN2.NUMBEROF VISITS 

3. ~lliE,Vl PLICATIOBIS 3. NUMBEROFVENTURESSTILL 3. NUMBEROF APPLICATIONS 

4.NI ROF A M iiPIICATIONS INElISTANCE 4. iNiER OFAPPROVED APPLICATIONS 
S.WO OFVINE UiWERTAEN 

5. MilBEROFVENTURESUNDERTAKEN 
A, IIJU.OF VETUE STILL IN EIISTAJCE 

6.NUMBEROFVENTURES STILL INEXISTANCE 
POLICY ADVOCACY 

ANDDEVELOPENTUT. 

I. NURSEROFCONT.CTSIREETINSS h NUMBEROFFAVORABLEPOLICY I. NUMBEROFISSUES PUT 
NUMBE OF CM iNETIMS 

2.NUlER OFISSEB PUTm CHANGES Ol THE AGENDA 

3,"M OFPAMqEI,5POLICYSTUOIES PUBLISHEI) 2.HdMBERPOLICYOF FAVOUALE:CHANGES 
2.NUMBEROF ISSUES PUT ONAN AGENDA 
Z.MUTiER OF PAPERSIPOLICY STUDIESPIJELISHED 

4. MIER OFFAVORAiLEPOLICYOUTCOMES 3. NUMBEROFPOLICY PAPERS 4. MIIER OF FAVORABLE POLICY OUTCOPES 
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nent" (Project Officer) , and "operating-level" management 
(implementing organizations' executives) 

rhe indicators selected are drawn from the following functional 
Iroups that are common throughout all of the existing projects in
 
Lhe PSO portfolio: Institutional Development, Technical Assis­
:ance/Training, Finance, Investment 
Promotion, Policy Advocacy

and Development, and Project Development (for a more detailed 
liscussion on these categories 
see the Program Cost Data Base
 
)resented by LBII on September 29,19e7). 
For each function there
 
ire three categories of key indicators which correspond to the
 
ibove management levels. At the upper-level, there are one or
 
:wo indicators that focus on the achievement of overall project
 
urposes. At the middle-level, there are several 
indicators that 
:ocus on Lhe achievement of project outputs but also touch upon
)roject purpose and inputs. Finally at the implementing organiz­
ition level the indicators are more detailed and provide insight
)n the specific needs and demands of the target group, as well as 
he organizations ability to respond 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" of key indicators t.o occur from 
he ctp management level down. That is, the key indicator for
 
pper-level management could also serve as an indicator for the
 
iddla and operating-level managers. in the other hand, "reverse 
rickle-down" frm the bottom up should almost never occur. At 
o time should the key indicators for the implementing organiza­
ion managers became the primary concerns of directors/officers 
n th-e F'SO. 

tas -=hown in Table 2, the "Candidate List of Project
-'r asents a. list of indicators appropriate for

°J~s -&:.ior: by ifrl:Di.-ing .rganizations. This list, is ny 
cr f.EI: S :,'.i 3UEd i mm;utable. 5:oth the candidate i - and 

--.... J i-acrcris by ma;ni;rn-,en level _ae subject to
uri. 

that is.jb.sequtr.-_ ."ports rigorouui y aohe.re to and prov-ide 
"formation on these indicator's. 

Ev,-(-'- .at is ino..tant is that :nce the final list is 

TABLE :3i FROJaC: BiENSUFABLE32Y F'JNCTTLN 

s already pointed ._t t:he ,z, nnnded prcject ccmmnsurables 
qmmen .on four cat.ocii e used -for evaluating projects and 
',ras in ustainatility, relevance, and 

1:P -t. AS ).n t:.I za-. o-4 p.-ci-.ct distirtg.-ishablas. they are 
"gca:,i-Ed by fu;-:ctLt I ,- .Jilike hie othar- monitoring indicators. 

cc irdicatjcrs are ;.i: viizd by management level. As already
.st.Sied, huwevar.. Lsr.Ee indices that measure :'relevance" and 
te efecLiveress of i: 1 " related achievements, are essen­
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A. FINANCE 

T.A.1TRAIMING 

C. INSTITUTIONALCEVELOPMENT 
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FUN"CTION 


D.PROJECT DEVELOPMNT 


E. INVESTMENTPRMOTION 


F. POLICY ADOCC 
AF. T
POLICYI.V 
ANDDEVELOPMENT 
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tially considered "upper-level"
remaining indicators which focus 
tainability" of each project are 
level" indicators. 

management indicators. The 
on the "efficiency" -and "sus­
considered more. as "middle-

Specifically, the "relevance" and "impact" indicators focus on 

the goals and purposes outlined in the Logframe. In terms oforder of magnitude or a macro perspective, these indicators allow one to answer the questions: "Are most of the resources goingtowards relevant areas and is there any indication that theexpenditure of these resources has had any impact?" 

The indicators for the "relevance" category include the percen­tage of resources allocated towards OECS countries, functions and a targeted beneficiary group. Also included are the number ofsuccess stories. As pointed out and included in the "Top FiveIndicators" list, these examples of project achievement at thefirm level demonstrate the relevance and ability of the project
to reach the intended target group. The "impact" indicatorsfocus on number of jobs affected and created (the cost effec­tiveness indicator would be cost/job). These preliminary indica­
tors are presented in Table 1. 

* }i/ 

* 

The a.nalysis of the relevance and impact indicators should beviewed as interactive and not mutually Exclusive. if the projectis not hawing any demonstrable impact on the targatec gEcgra hi area (the OECS) or the designated beneficiary group (say smallbusinesses), that raises questions regarding_ the relEance of the.project'" Conversely, if a projsct does not produce any evidenceOf "Success stories" a monitoring indicJator fr:r the reievancecf the proct),-it is unlikely that te- c.verallimoact of the
prje:t will be very significant. 

Th- " ip.c ,, - "relvanc" F jct .......S-the ze.n,.f Pc.e...grafi I ...... . .... ..... .. ..Th 
- . .... .and su -.tain.abili ty" !ndi-t '. . -' -,--, .ant,xeamine t:-te rel ationship i .,;eeni .,,, , . ;J, . - - i• ..-.- .cthe relevance and impact indicators, thesa. . I.J,

cost-e-fectiveness indicaturs should ,e e.din the short run it is possible to b.b- besustainable (due I,a g. sl ni es.. ±C taE' ,. .1 2
sustainable project will hav ... dL, ep tf-e . - rIcy. The principal qus-ti n; tL L - • .... I'.i=, - • . 
is• "is Lhere any eviJ: ric:.e hi : ,-....-..," i':-:. -. ,,is detre asing, atd -Idt t-j. -C _= - - -i-i '. . ,L:services will eventua.llv e sustainabie.,u:,.- I - -. ' 

-

The principal 
output reLi.Ss. 

indicaW-'e " ' 
On a qu1.r t:ly 

,1:-D, 
.. basis lr= 

-xi 
r i. - - . . , ' 

.... ,....V: -



:rainee hour, cost/project developed, cost/policy 
study, etc.
 
iould be examined to see if the implementing organization is

)ecoming more "efficient" at delivering an output. Regarding the
 
.ssue of sustainability, several indicators will be required. 
 In
 
-he case of credit project, the sustainability of the project

oill depend largely on the extent to which the borrowers are able
 
.o 
pay back the loans. Therefore, the principal sustainability

ndicator would be the percentage of loans in arrears/ loans

iutstanding. 
 For the intermediary organizations involved in
 
.raining or policy advocacy, the issue of sustainability consists
 
if two types of sustainability: internal and external. Internal
 
;ustainability measures 
the extent to which fees or dues charged
 
y the organization cover the expenses core
of services. This
 
atio is internal in 
 nature because it measures the extent to
 
hich the direct costs of core services are covered by internal
 
r service related revenues. 
On the other hand , similar to non­
rofit groups in the U.S., these institutions are also dependent 
n outside or external grants. Therefore, in terms of external 
ustainability, the principal indicators would be 
the backlog of
 
unds and the percentage of AID funds which form that backlog.
 
n this manner, one would know 
the likelihood that the institu­
ion will maintain its overall services -n the near future and
 
he extent to which AID is 
to remain the principal provider of
 
utside funds.
 

i general, 
the ratios 	included in the list of project commensur­
21es are relatively easy to quantify and define. The main
 
,ception being in the definition of trainee hours and trainee
 
ays. The definition used will be the same as that used 
 for the
 
EA monitoring system . For consultancy-type assistance, total

'-ainee hours ji be the hours the advisor spent working with 
-te client or of the client's problem (excluding time spent

.ovel . administration time). Fot zlassroom-typeIiand 	 ,er-al 

toLal will of
u s h number ba the : urb_.r clas-s-hours 

.titUli d n of participants. A trainac day -jaul' baby r-uxbEr 
,- La r, ,-.f ur s divided by ours. Fzr alliuimba- '; S tne 
imerato= f the raties (total cost) , the QCuE ji.11 be the_ 

al arount cf AID f.-,ds di Btior sd th.;,,q-L u- -sar. 
-,en though, there may be a considerable amxunt of othEr tunds 
,ich make 	 up total funds, the g*ai i- t:f {ind. :ut efficieny of 
'D funds disbursed. This crt then be -.eigried against the
iffiziency ratio 4which Lakes into =trnsideration the 
Jl ationship between AID ac,d .unds.funds 	 f::tLr 

RECOMMENDED REPORTING REQUIREMENTS:
 

ble 4 :p;r-Zsents ii u.,;;ary C' r-°commended Fnitoring and -O.t­
...... v--ness ii by functicn for tih- pper-l-Esl and
ddle-levels of marnagemertt--the IMission Director -and Project 



TABLE4 

REPORTINI R IRlENS FORALLTHfi£ SETSOFINDICATORS 

IPATEkAY REPORTING 
END-CF-YEAJ/ANiAL ACTICNPLANREPORTNS 

PROJECT
F:DTIO 	 PROJECT:ISTINGUISHABLES aCWOMENSR 	 To-FIP13W INDICATORS 
A. FINANCE :1. AMOUTSOFLOANOUTSTANDIN . OPERATING EXPENSE/TOTAL FINS EMPLOYED OFSUCCESS(1): I- NMBER STORIES 

2. NIBE OFLOA OUTSTANDIN 2. LOAS IN AREAASILOAN SOJTSTAJIN (ZI :2. PROJErT COSTS: 
3. NlE OFLm AppaW 

s(OILY 
4. NIM OFLA DISIU 
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3 
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5. A. TOTALINVESTMENTAND/OR CREDIT EXTENDED 
. DEVELOENT 1.I NIDR OFPROPOSALS B.NUMBER EXTENDEDPROJ.ECT 	 OFBUSINESSES CREDITPREPARED 1.COST/PROPOSALPREPARED OFSUCCESS:I. NUMBER STORIES 
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B 2. AID FUNDSDISBURSED/TOTAL FUNDSEMPLOYED(11 

A)AFFECTED 
BECREATED(NENJOBSCLAIMED) 
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Officers in AID. 
Besides 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 monitor­ing system. It assumes that most of 
 the information 
on indica­tors will be provided by the implementing organizations, although
it could later on incorporate information gathered from 
a target
group survey and/or annual 
 field validation. Rather than create
new paperwork, the system seeks to add to 
the existing PISR and
Annual Action 
Plan format. 
 All of the indicators included under
the "quarterly reporting 
" category will be included in each
PISR. For example, all 
 the project cost information would be
included in the "Financial Status" section of 
the PISR. The key
project distinguishables 
 and project commensurables 
would be
included in 
 section entitled
the "Major Outputs". Finally,
information on 
 the top five indicators would be included either
in the "Overall Status" or 
"Project Purpose" section.
 

The "Top Five Indicators" will 
be presented only 
in the end-of­year quarterly report from 
the implementing organization. The
Project Officer will 
then include these 
 indicators in 
 the PISR
and the Annual Action Plan. 
 While the implementing organizations
will be responsible for 
 providing quarterly information to the
Project Officer, the Project 
Officer will work closely with the
P0 in integrating information 
from the quarterly reports into
the PISR's 
and the Annual Action Plan. Specificallythe top five
indicators will be presented in the Annual Action Plan withaccompanying narrative. 
 In addition, 
the project commensurables
whih focs on trends related to efficiency, ustainabilityrelevance, and impact w-ill be included in th: Annual Action Plan.If additional suJrvey work and/or field validation trips areadpL d by FEC,Pi-: ":hen the Project Officer would also be1-uponsibie for inc;rrrating this additional informati-n into 

in t r_ -f . r'eprting ir~a to be :D", Zre imp!eamentingorganizations, LPII will design thEse fcrmats in the comingweeks. Accompanying explanatory material and definitions will
also be developed by the end 
:f December.
 

D. ADDITIONAL INFORMATION GATHERING ACTIVITIES
 

Aside from the implementing mrganizations supplying 
 the FSO vith
the required monitoring information, there exist several other,conduits of information. =wo short to medium-term priorities
recommended by LBII 
include an annual 
field validation survey and
the completion of 
an in-depth diagnostic survey 
 of formal and
 

.6O
 



informal sector firms in the OECS, first begun as a Pilot Survey
 
by LBII in July, 1987. Other additional information gathering
 
activities include a telephone 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 to improve the reporting 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 RDO/C effort and
 
resources on obtaining information directly from its target
 
groups. There are several theories which support direct marke­
ting and surveying of target groups. In his book Marketina
 
lanagement ,Philip Kotler states that :
 

"The capacity of organizations to survive and prosper
 
depends on their ability to create value for target
 
markets in an environment of ever-changing human
 
needs and wants." d 

In otler's terms, the private firms in the OECS represent the 
Larget market for F,DiC's Private Sector Program. The key to 
3uc.- f,- r Lhis Frivate Sector Program is to adjust its products 
L.z Lhe 	 needs of its target -rup. 

- secr:d ;riat-i.n ,n the same theme is provided by "public 

"Difficulties in determining consumer satisfaction or 
demand in the absence of competitive pricing arrange­
apents mean that responsivenzss must also be taken into 
xic~ount in Sv-i.ltinG the perf.ormance of government 

.•Qis 	 R.:..,-'nea c-n be .dained as the 
1_v-nt I. t- Lihe pre-Latisy 	 ncv 

. m-e ,'es ':'= iL~:-2i ... :!aasure-- cf re=_pimnsivaness_..- ..


_ely ieped :in i.nterviews conducted in a sample 
- y - :-;.* , , lation .f -itizen-. 

in the *inai analysis, Lnefits car- be calculated only 
in relation to fosuer prafer-ences, and the criteria 
o ef fi.cieny nJ '-sponsivenessare interdependent. 

The criter-ia OF -icern:_-y in-lude rssponsiveness 

I Fhilip liJanaOe.ent, 	 Prentice Hall, 19.90. 
Jp. 34
 



as an essential component."o
 

As in the case 
of the marketing approach, the public choice
theory states 
that 
the most cost-effective way of delivering
services by a public agency 
like AID is to try 
and maximize
responsiveness to 
the needs and wants of 
the intended recipients
of those services. 
One of the best and most 
 direct ways of
determining 
 the preferences 
of 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 beneficia­ries is presented in Chapter 11, 
"Project Monitoring", in the AID
handbook. As the handbook points out:
 

"Among the most productive and timely monitoring tools
 are conferences, meetings and personal consultations
with...beneficiaries and other project participants.

Such information exchanges can be highly informative
 
are often needed to put in perspective the findings

from other monitbring methods." 
11
 

Out of 
 the list of survey options presented, the ones that are
considered highest priority 
over the 
next six months is the
implementation of 
 an annual 
 field visit by the Project Officers
and the completion cF in-depth diagnostican survey of the formal
and informal sector businesses.
 

1. ACiNNUAL FIELD VALIDATION VI-SITS: 

\a pointed out in Eection !I, the Annual Field Visit should beoriedout Eve:-, year in late January or aarly February. Thetning f thv -isit nhould cOrresp-znd %ith Lih--_ii-cf -the-year
reports Fr-o3 th - implem.enti-g crganizations 
 whae, inirmatin On 
the
businesse ari 'To FiVe inicat.s,a-m pr-ovidad. The exe Cf ti-e tarcatedution .- 1he . atfi-l2 -imitthis ti.;E ill allw the u "PE0E g at-a ani wiidat inf=-.nati. n:cded For LIte -nnualActicn Flan. Th pr-im.ary purposevisit is twofold: 1) tc keep a hand 

a f 'the 
on the puise c-f the privatesector target group and 
 tak an annual reading of their ac-om­pli-hments, needs 
aniJ u.~ratios an-d to verify that the 

1o Robert _. Bish and Vin=ent 0srm, The Fubli_-Choie
Appr-oach, Imerican ie a-It- Zntitutespr t or Public Policy
Research ('c3) pp.. 2!-2. 

" "Pro-7t Moni cr i-Ig Ct-apt._r .i, AD HANDBOlk # 3, 1982, 
pp. 6-7. 



achievements reported by the implementing organizations are
 
reasonably accurate and relevant.
 

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

An alternative to the Project Officer 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 Project Officer from committing
 
valuable time and from the direct possibility of incurring the
 
wrath of implementing organization personnel. But it would not
 
capture the full range of benefits envisioned for the field
 
visits. It would prevent the AID staff from taking direct
a 
reading of the private sector target group's preferences. It 
also would not necessarily eliminate the risk of offending the 
implementing agencies. For example, in the case of CFSC the 
fallout from an evaluation done by an independent auditor was 
tremendous. To this day, the relationship between CFSC and AID 
has been adversely affected due to the highly critical, and some 
say unwarranted and unfair. claims made against CFSC by the 
auditor.
 

2. 	 :N--DEFTH DIAGNOETICS OF FCRIAL AND INFORMAL SECTOR 
BUS i NEESES: 

The 	 results from the diagnostic Pilot Sur-vey z: rried out by LBIi 
in Barbadcs, St. Klitts, and St. Lucia in May and June of !c87
 
indicat- Lnat quantitative i icalorj al-no p -rv-.de an ini-uf­
ficient basis for judging the releva-.ce of PSO projects and 
program to its target groups. The diagnostic sample surveys of 
the formal sector in tvo countries and tie -on-formal sector in 
one country sought t.:a -eexamine project/program hypotheses and to 

probe behi-.d Caribbean businessmen's initial anFwers to *:onven­
'-ional questions. An assessment of the strengths and weaknesses 
of the target group Tirms prcvided preliminary indiations that 
the PS0 portfolio deserves rassess,ent ad thac opportunities 
exist to move the program in new directions. *:-oa'ever, there are 
ver y .substial d~i~... --es ;-noing che Eastr- Caribbaean states, 
and rosults obtained i-n the coantries sur.,eyed cannot b- extrapo­
lated to the entire area. _BEI recommends the completion of 

http:releva-.ce
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diagnostics as outlined in 
its Pilot Survey report in July, 1987.
As described in that 
 report, LBII's 
preferred alternative would
complete formal sector 
 diagnostics 
in the remaining five OECS
countries of 
 Antigua, Dominica, Grenada, St. Luci and_St. 
- -Vncnt-ad--the Grenadine-s-_- Non-for setrdiagnostics wouldbe carried out in Dominica, Grenada, and Kitts Nevis.St. and 
One of the dangers of monitoring/evaluationa system that isclosely tied 
 to design documents and 
program logic is that an 

to tightly defined project/
entire portfolio 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 should be
subjected to 
 thoroughgoing 
 reexamination 
after a substantial
amount of experience has been accumulated. 
 In the case of the
RDO/C's Private Sector Pr,zgram, such a reexamination is in orderperhaps once every fiv.e years. 
 A diagnostic survey is 
 a useful
stimulus and adjunct to program reassessment.
 

3. TELEPHONE SURVEY OF FORMAL SECTOR BUSINESSES:
 

Apart from the enpl~yient data provided in cecennial census, the_iinely'and reliable provisicn of year-tc-yearlacking on the performance trends are sorely
of the OECS economies andrespective private sectors, t;Isir
in -he absaicT uf a believable'state of the world" information, it difficultis to determinewhether the accomplishments of are due to theproject or moreto macro-economic r-rond" 

It order to acquire this in-forrmaticn,
carri-_J -:,t by 

...w ,.-., .. .... c,'u-dtht: h ,bers cf C"a,,,. ,-. :ci= .. ­ x.­
a* iar Whey LJhE e u-..1-y:=Eatnt .-- ' "...... 

*,w- p-inyi .;:~i.~ ", .... ., . 
-

.z •zr .b c s c. r-i t - ::p h rti g _ 1 11 U tnair'., vwouid .. .. , n = h a -l'I g "- " 
. . 

employment, and investment. 
 0 l""-', •...'-,•-.• onwould then gather informatio-.-, cn th..' z- .... _. _,follow-up visits could be 
 ""f "....... & h : ­test the information ,r"'id j-d.y ..r- l"- "-ul.', be "e -

Uuszi f eu sI5 UppcS iS', i. :L:i i : -I ':-. r - . . 

for 1R:DO/c to h a~j~. ~­in Ihe regi:-n. 

. .. 

:<.;:-. ' i. . ; . j,;.:: .? .. .:,:."; ;"' . £4 < '..t: ' . :.-, ' " " . " . . 



4. 	 INSTITUTIONAL DEVELOPMENT OF STATISTICAL AGENCIES IN OECS
 

COUNTRIES:
 

Eventually, the experience drawn from the telephone survey could
 

grow into a broader approach to assisting statistical organiza­

tions, both business associations and the statistical offices of
 

national governments, to provide needed information to the
 

business community and governmental agencies like RDO/C. RDO/C
 

should examine the possibility of developing a project for the
 

institutional development of these statistical offices. 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 collection and analysis of
 
pertinent data.
 

5. 	 INSTALLATION OF STANDARDIZED ACCOUNTING SYSTEMS IN THE ECIPS
 

AND CAIC (NON-SEA) PROJECTS:
 

As mentioned in LBII's September 1987 paper, Program Cost Data
 
Base ' , neither the implementing organizations nor AID has an
 

accounting system that is capable of providing costs by function,
 

target group beneficiary, or country. Mlost of the existing 
systems are geared more towards disbursement guidelines, rather 
than project management criteria. Already for the SEA project, 
LBII has oarried cut a study and recommendations for implementing 
a mere project management oriented accounting system. A similar 
Study should be dna -for the ECIFS and CAIC projects. For the 
CFSC and CPDF projacts, such a system is t'ct considered as 
important. In the case of the CFSC project, project disburse­
-Ients a-! f2.usti ICans rc d.ractly tracoale thichto a 
Epecii and t'at g.oup ai-;d cci:-r y. rg.carding tha CFDF 

-uid 	 n aLi-ci­

' i,..olvad i- l '. pr-cjec , and -'.Il --" "5.;all 
percentag2 of total proect funding. 

E. 	 RECOMMENDED INDICATORS AND METHODOLOGY FOR THE ANALYSIS OF
 

INDICATORS IN THE FOUR ON-GOING PROJECTS IN PSO:
 

I. INDICATORS:
 

All three sets of i-dict-r preseanted in Beci.ncan and 

should be used .r mopnit .flih the rojEct 

'= "Program Cost Data Base", ouus C-i1gar intarnational 
Inc., September 29,19B7.
 



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 5 
 presents the monitoring indicators for the four on-going
projects in the PSO 
portfolio. 
 As is shown in 
 the table, the
"Top Five Indicators" should be used for all projects, regardless
of the functions emphasized in the 
project. 
 On a yearly basis
the implementing 
organization should 
provide information on the
amount of 
project expenditures by function, country, beneficiary,
and budget category, the number of 
success stories, the number of
jobs, the amount of exports and, 
 the total investment generated
by the project over the 
year. 
 As already mentioned earlier,
these indicators provide a 
global overview 
on the relevance and
impact of the project. They should allow AID officers to verify
that the level of project expenditures relates 
 to the project
goals in terms of 
target group, geographic scope, and prioritiza­tion of functions. 
 The number of 
success stories should 
be used
as an indication the project is, at a minimum, reaching some 
that 

beneficiaries. 
The imoact ratios 
 are included
projects that only in those
 can show 
 some direct correlation between services
rendered 
and impact-related 
achievements. 
 These indicators
should provide some i.sight on 
the extent to which the project is
c::rntributing to some f the more 
 important program "performance

ach i Evement" indicat 3s.
 

in the case of :'FrjeL,_ Distinguishables" and "Project Commensur­bles", the Lndicat.f:.rs -selected for the four projects focus onLhe pr-icipal functions of each project. 
 In most projects there
are cne or two futnctions that represent the primary goals of thekr~CJt. For e;afmpie, in RDAF' the functional goals are invest­ment proiotion 
r 1 .-

ni i;-ti Luticnal development. Therefore, thei,. .- asb ! " and "ccmmar:sLurables" included for;zor,-t-in: 
 are thcs& i.;5icatzr- li:ted in the investment promo­titan ir~sLituhi jnai €av cpmrLh"-'Jnction cat-gories as presenteai:1 Tbles 2 7 .th. C-EC pr'*jEct th - rirrary functinn isfnnc.: -sd -il L0-F h- projact -iiuiguiah m-.ommen-: -and 
:t-e iected from :i-e i:- nc. - n:ti -n categorypresen,ted in Tables 2 .ri -. Fo. ac4

functions should 
pac jeit then, t primary

be idtifi;d =i~d the corresponding projectdistinguishables and project = 1mmensurables from those functions
icludeJ f,Pr rI.ayzin. C,.Lt -:-CgreS=-.
!-

su'Et-,1irtabiliLy, in tErins of efficien:cy,im.p-a:-h_ ,J .; 2,a e
 

.... ETHP.C . - ­01.3 "E ITOFC.
 

Fcjr b)Cth t-. - . Lp, 'L5!.',.L

3Jdctive --a !e. and ":mmensuraoles,an the-H in
".f ident-i:.ying anda 
 plaining

trends. Every qtartr ths ind"c. tzr:s anould demonstrate an 

.56
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TABLE5 
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END-OF-YEARIANNUAL PLAN iHACTION REPC.RT 

FRIKCIPAL 


PROJECT FUNCTI[O PROJECTP •
AREAS TOP-FIVE PROJECT
:DISTRIGUISHADLs OJECTU.ATO,.FIVENPRCAEOR 
.-- C. S 
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.. 
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2. AID FUNDSDISBURSEDIuEJOBCLAIMED
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I- NUBE I 1. "SUSTAIMNILITY'PULISHEOFPOICY PAPERS 

I. TOTAL AID FUNDS DISURSED/
TOTALFUNDSEMPLOYED(1)


2. FEESCOLLECTEDFROMCLIENTS/ 
TOTALOPERATINGEXPENSES(FOR T.A. (Z)INSEA AND POLICY

ADV AyIN CAICI 

3.SACIS OF FUNDSAVAILABLE BY:A) NUM OF MONTHSORYEARSit PERCENTAGEBREAKDOWNBYSOURCE 
OF FUNDING 

B. CFSC I. FINANCE :A. 9UP-LEVEL' A. 'EFFICIENCY: A. 'IPPER-LEVEL AND MIDDLE-LEVE,. A.*RELEVAE' 
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I. NIlE OFLOAS APPROVED 

(11 4. TOTAL EXPORTS OR FOREIGN EXCHANGE C)TAISETGROUP CATEGORY
2 OFLOANS B. GENERATED2. N!XsER DUTRSED 
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improvement. A 
"red flag" should go up if the indicators worsen

in two consecutive quarters, or 
if at the end of a year the

indicators have not improved by more than 10%. Of course, during

the initial implementation of the system 
it may be necessary to

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 before 
becoming accepted 
norms. Otherwise,

there exists 
the risk that the monitoring system will be changed
 
so often as to become meaningless.
 

On a yearly basis 
the project commensurables need 
 to be aggre­
gated to provide an overall 
assessment of the effectiveness of 
a
project or the program 
in general. Specifically, the Project

Officer should provide a ranking of 
1,2 or 3 for each of the Top
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

10%) and that the number of 
 success stories is 3 or more. A
ranking of 2 would indicate a "no improvement" status (less than
10%) for the indicators and between 0 and 3 
success stories.
 
Finally, a ranking 
 of 3 would reveal that the indicators areworsening and that there 
 were 0 success stories. Once each
 
category is 
 alloted a ranking, all four categories can be added
 
up to provide an overall cost-effectiveness ranking.
 

At this point,it Nould be difficult to determine 
 in absolute
 
terms whether a project 
has been cost-effective. Obviously, a
total score of 4 (a ranking of 1 for each of the four categories)
would be viewed as cost-effective. Conversely, a total score of
12 would indicate some serious problems. But what about a score
of 8 or I€}? In these cases it is important to prioritize and/or
c-:.oarE thL results to other projectvr. Within - rhea. project: neui-a to determine which of the four effEcti lrnss cat:R;crl s is mci• ortcnt at t-a.t pPidt in the Drject life Oycic. ForE; ar:ple, Lh.-. fact Lhat a pro has i!ity ric durinn the First year ,:F the project ... .not ba causef _r ern. Between pr.j 2cc t S,c- as ... ,c'er a I Ii c...s -rfailure in one category in one prc;ect z-an be oweighed against theres.ults of the :ther projects. 7'hi I - ne project may bedisastrous in terms of sustainability but exc:ellent in terms ofimpact, this may be com,.;enzaed by a p--z:je-t .4ith similar­
functional goals that i:.-=Il -su-ff ici_t Ut :csn 't h.vE quite
the impact of the other pro0 . 

"'"at is importa t then....... 
Irspective.s a ,irst st-e_=p inz anal..Ss, e.r rz2r2 :i:ul1d

via-ed on ito -vin • .-'---.Eu- i 
ar2 identified (acccrdi.-g tz th ­ ' -ivcrs 
Distinguishable.s" and '' Ect 

: 
LL should then 
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be compared to the ranking of indicators in other projects. The
 
3verall goal should be one of developing a cost-effective program 
portfolio--one that is balanced in terms of relevance, impact, 
efficiency and sustainability. 

* J 



SECTION IV
 

MAJOR IMPLEMENTATION ISSUIES
 

Implementing a monitoring system pose
can 
 a wide range of
difficulties. 
This section discusses two 
sets of issues.
first set is technical. It 
The
 

concerns requirements for function­oriented accounting information and for consistent application of
achievement attribution scales. The second set of 
issues concerns
"the will to monitor," the attitudes which the 
staffs of the
Mission and its implementing organizations have toward efforts to
establish accountability for results.
 

A. TECHNICAL ISSUES
 

The primary technical problems that need to be addressed are thelack of a accounting 
,ystem which accumulates costs in categories
related to project achievement (particularly at the implementing
organization 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 RDO/C
accounting categories do not break out project costs by function,country zr beneficiary."= This problem could be overcome if,like SEA, each of the implementing organizations were to redesigntheir accounting systems to capture this information at entry.Until all implementing organizations have made such adjustmrents,fur-cticnal breakdcwns cf maycost have to be done as a manualadjunct to the e!ximting cost reporting. If this i the case,t-en th alloaLic.n cf costs by "hand" for all the-atL : -ir.=' *aiJi be a zime .'':,s.ming ta !.. n-,dc 

sijos th' lal-: oLf an- eccunti-nc ystsm gear-_-d ta-- "joctand program analymi i, ]iificufty "may be antiipatad ir: maintain­.-g consistncy in thi &l i zation .tributli.I scale-, The
p.cb Ler 7:nm t ii k :
is 4,- t ":-, C: . - nt =jpclicies among teache=rs in a snhnol. 
g

This is -Deciall. the casefor- measuring now jb-"ict-- zf:Wg' changeiexp.-r sgenerated", and "total investm"nt" Thi: it ticn defi nlticnsproposed in this ppar a~r open to nrt2rsra+ ion .a - aintended to be). As.;, pa-r -r-- jo ­ma: imum attribu.ticn - o. &ft d", htn pZ;v+-on -fin-flatio=n in achicamlEit *ticn -L ruL-'Ze ".-a ii3. 

"E'°mall E 71 a-zr.r ,:-iL-tz cz 'ot Z c nIi t rri rl :v fr.
Design and Developmern t -t-or , _uis Eer ger nternatic,nai 17 : 
April 1927.
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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 one group of people to assess
 
he actions and achievements of another group of people. In order
 
or monitoring to be carried out successfully, each group must do
 
hat is necessary to make the system work. Good monitoring
 
ivolves the timely and accurate transfer of pertinent informa­
ion from beneficiaries in the target group to implementing
 
-ganizations to RDO/C to AID/Washington. The will to monitor
 
ancerns the various actors' motivations to: (a) seek out or 
mpile the required information (b) transmit the information (c) 

ialyze the information and (d) initiate the necessary action 
Eeded to redress problems. In the final analysis, the "will to 
:jnitor" comes down to the willingness to commit the resources, 
ake the risks, and make the decisions necessary to establish an 
Ffective system of accountability.
 

llingness to cooperate in monitoring activities cannot be 
onsidered a foregone conclusion. There are many factors that can 
irn the "will to monitor" into a "will not to monitor". These 
actors, 'hich range from fundamental priorities in allocating 
:aff Effurt Loin,-._r.ultural -ensitivities, are by no means all 

" .ad. A wise implementation strategy -ieswell to understand 
id take account of them. The principal human constraints are 
idressed under three headings: rsluctan=E to deflate targets, 
.luct-ance to be asessed, and aversion to red flags. 

eIu.c-t an ce _c LEf!aLa Taraet.s: 

S ti tL i-Ds d Lha.ir raer s havs sr4... oni survival 
Et"ircts. The ,= i-z a natural n the inafC1nd_=nv nt 

=I:IIz at0,1-L , L- 'tetivV s5ace _-. pCU ,=-= cn - to 
iphasiz2 good ne-ws and minimiz.= bad ne--s in r..... -ng achieve­
nts. No one within an organizatcion-- par.ticularly persons in 
s middle management-- wants to be r:ponsiblea for leflating 
pactations to which he -rgaxizaticn has become formally 
:7mittad. Yet that iz pra-cio:TlV Lynat RZ-C/' - taff .V-L.id have 
J Lo have done regularly if an effectivly -unctioning "ncnitor­
g ;-slenbeen plac '_i-e five. -ears.had in in past 

W'tuai ly ovary ,- f, th f-uteen -' - e-r oFFice 
ojects LBi a_ ru-ed dvhiuhdLrina to ourse of its Nork 
t suffered from targL xand/-:j r-prting inflation. .eginring 
th the Project Paper .i L.ogfrar.,., prcject goals and purposes 



have been set at extremely optimistic, visionary levels.even
Presumably the project designers 
had in mind "marketing" consi­derations, the creation of 
 the favorable 
image needed to win
approval of 
 the project in its competition for the allocation of
scarce resources. But once 
high expectations 
have been formally
incorporated into 
the project documentation, these expectations
take on a life of their own. The 
initial overstatements 
tend to
set a tone for implementing organization 
reporting, 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 achievement monitoring system 
had been
seriously applied upon 
project implementation, many of the
targets originally set 
in PSO project LogFrames would have had to
have been 
 judged to be unachievable very soon after each project
was initiated. 
 While it is relatively easy for 
an outside
evaluator or 
 auditor to declare LogFrame goals to be unrealistic
 a year or 
two after the project design, it 
is much more difficult
for decision-makers 
who were involved in setting the targets to
do so in the early stages of project implementation. If imple­menting organizations 
or RDO/C staff complain about the goals,
they risk responses 
that they "are not committed to the project,""are not trying hard enough" or "are not doing their jobs
correctly". Indeed, they may be tagged with the onus of bqinginvolved in a "poor project design". 

The deflaticn of expectations established in is aproject designstask that has generally been deferred and left to outsiders: IGMaatoement auditors- and 
 the more perceptive and forthright of
{valUators. 
1-i some cases, the bad news does not arrive until thepivcje..t has been =o;npleted, in -which case, it becomes a rather
,.,T crd I" Lt-.er cases, the e3flaltion prints'-a-i has -s-_­sffectingL:r- di b1iity _f i i n thea i-id th i-aIMp '21e;-a,tL nc C,"ganizatic-n, an Well
 

as spurring t. r'vi an-*J
.gi 
 i proved r'e~prting. 

. Reluctance to Be AsEssed: 

Being "monitored" conveys a sene cf having one's work scruti­riized in 
 detail and judgsd by/ .noth ar. S rn.3.tion-bsubjection to the power 
i and 

settings, the potential 
of 

-
art:Lher is implied. in intercultural

f o - isuerstnding and resentment iuc'nside'rable. From RC.C.,C's pe.rsoective, the risk of angeringi'"w- .ati,-,g :.rganiz.3.ti -.-1 -S .u'_
-'by!r uverburds-,-,ing ttihm un the defensivei:i.rb vrud-_-- 1hefn .,1ti cthm ....-Ad taddi tional air!c it~cotrnation raer-- ­
ting requirefiments m.-v -e a cn t -. '-i pcintof an impzrmerring ,zrga:,izt-Cn, t-nitcring -ay be regarded as anentering wedge for iiIDO/C -rIc-li anags.1~nt" of its affairs. The 

http:rganiz.3.ti


or F""-:-fF -o 7Fa i g-,t o -o e-p rf-t rm e-f-h 

ehtra tef rec--ommeavngdedtmon itornghsyserm sek 
 omnmz
 

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 work,, the perceived threat of
 

F 
 having to' fill out 'more reports can serve as a major
 
disincentive.
 

3..Aversion to Red Flags:
 

F The' final issue involves the manage?-ial question "aWhat to do" if 
r the 'monitoring system 'indicates ~a 'problem. Every monitoring

system presumes. that managers will respond to -*-red flags"!. But 
'oteverymanager 'will b'e able 'to 'react 
to implementation


Problems. Along with the crganizational and motivational issues
already identified, there may ne a limited number of rezpar.-Ees
avail1ablIae.to a mainagr' +t~en times, politic-al consideratLionsF 
and/or bureaucratic proc~edures :ar dela, -a t-tl rsponse' C; a 
.pr-obl.am. Other LiMles, pro-,;cct -erfcrorz:E prc-blamz may be 

Frelated to ceneral economic trends, that ar out of the control,
Vf dci:-mkr.Where manager1s ar-a rsLzt n r unable to-Feact. to or-oblemu, their ent.Ins ~stm*h-,t 31-acez, -o 

r~tb1Z'lb 6~e Lhsm will .-tost likely be ~:.nc.rw~mrc 

C. CONCLUSIONF
 

TLhare. are notS o t f E, tr~ri E; 'i I. C: ~ f.r~~
a3ttmp.-1: to mnitor zorzcress Z-~ a ;i~ 

whiich can be traced -to '- th c ~rd rtytI " Q 
pr:ji-ct 'documentation systeai. 

in f or-mulating our r~ ~dt-~-' ~..~
 
asFked the question'
 

'C:'CC iWha.-t'r~asoriablyfcs-~f-."
~?z'F!"FF -*z. ' -

*~' 
th-. "'robl-ms . . . . L'F 

4F. report:5 i~d 

FSE0 p.' obl1emp r-o E: 

http:pr-obl.am


We have provided a consultant's answer to that 
question, identi­
fying both a comprehensive solution and 
a series of options keyed
 
to a number of special objectives. In 
 the final analysis.

matching a monitoring 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 to 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 of monitoring system
improvements against the value of other important tasks 
which it
faces. 
The previous section concluded with a discussion of a
variety of human and 
organizational considerations which were
summarized under 
the rubric of 
the "will to monitor," which also
 are relevant to an appropriate choice. 
 This final section
presents a "Comprehensive Package" of recommended improvements in
the Private Sector Office monitoring system. In addition, various
combinations of a monitoring system elements are presented.few 

These combinations focus on 
 specific, 
 more limited objectives

which RDO/C 
may wish to pursue in making improvements in the PSO
monitoring system. In all, 
five options are defined. The Consul­tants believe 
that these five options represent the major
strategic 	alternatives from which the Mission should choose.
 

A. OPTION #1: THE "COMPREHENSIVE PACKAGE"
 

a
As presented in section !I, the recommended monitoring system
involves eight main eleinents: (.) three 	sets of indicators, (2)
compliance checklist, (3) revised reporting formats for implemen­
ting organizatioins and the FSO, (4 
diagncstic survey, 
(5) annual
field validation visits and analysis by staff, annualPSO 	 (6)

lephone su -vey ., 7, ~e-ancement of CAIC (non-SEA) and ECIPS .. :'5g syst.ms *=Aacl ( ; design of a project for upgrading the . i_ it :---.. ti t;tisiical deoartmn1n-_ cf QECS governments.";Lh! ;i..-,% bulatio, -., * 'prehensi..e package" of 
:= E:,E bny fun -- i on.... i-.- by Lime-phased 

T :NE . A:SII5LqG ACZJTEES TECCr:FREHENSpi-7:. 	 .- C;:F 

Group Z 	 By End of -aluer-dar Year 127 (indicatars and Related 
Documentaticn--EhIr. Term Prioriies: 

i. Finalize ths,t :- r_- f i3 di-af-z 
2. 1-istall L ni i. .:8C2 - List 

7. 	 -a-~ r- ng Farmats 

Gr:-Up B. 	 5y En.a t- a i- y-'-arar _ 5 =. .rfcr-,a:ion Gatier ing and.3.1-w:s;is -i- ui r-- f r i~ it 



4. 	Complete In-Depth Diagnostic Survey

5. 
Initiate Annual Field Validation Visits by PSO 
Staff
 
6. 	Conduct First Annual Telephone Survey
 
7. 	Complete Work Scopes and Enhancements in
 

Accounting CAIC and ECIPS Accounting Systems
 

Group C. By End of Calendar Year 1989 or 
1990 (Information

Gathering and Analysis-- Long-Term Priorities):
 

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

The "comprehensive package", shown in this tabulation is LBII's
 
preferred alternative. The time-phasing of the three major groups

of activities (A through C), 
 the inclusion of a full complement

of 	eight activities (1 though 8) in the package, and the ordering

of 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 documen­
tation (Group A) and 
then to proceed with additional information
 
gathering and analysis activities (Group B and Group C).
 

Quite different strategies for executing the comprehensive
package are cci-ceivabla. For example, if RUO/C wishes to give
overriding attentioF. to preparations for the Annual Action Plan 
(and/or if the Mission wants to 
proceed very deliberately with
monitoring system changes: . then the best option may be to limit

activity in P787 to the "T-o Fiv2 indicators" and to execute the
rtst uf the procrr.m n i a smep-by-step basis, waiting for feedback 
on eac-. Step befcrs taki:-,g t~he next one. On the other hand, if 

yLo 	 - itsgn Private Sector 
ircri OL,,d *p, Estrong argrA ;-t could be i.tad- for
g!i 'in 'Firit i ~~f DIItiiicr .i.g: Cticz Sur.-y
~ o d 

1:-_ .i ­ zd 	'i h th: st c-. L.e paz.age once 

LBII is scheduling a total of 
 six persoon weeks of consulting

time during November and December, 1987 and January, 1988 for the
 
purposes of preparing monitoring reporting forms 
and assisting

the Program Office with the Annual Action Plan. 
 The selection of
 an option in the coming weeks by the Mission would contribute to

the optimum use of this 
 time. Whether some version of the

comprehensive package or 
some 
other option is chosen, a set of
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 report and to discuss these options

is 	scheduled for November 12.
 



B. OTHER BASIC OPTIONS
 

1. Range of Choices 

A wide variety 	of options involving one or more of 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 focuses an a particular
 
objective or approach. They are the "Minimum Package"(Option #2),
 
the "Accountability Package" (Option #3), the "Annual Action Plan 
Package" (Option #4), and the"Program Redesign Package" (Option
 
#5).
 

2. OPTION # 2: 	"MINIMUM PACKAGE"
 

KEY ELEMENTS: (I) Monitor "Top Five Indicators" Only
 

This "Minimum Package" represents a very austere approach to 
improving the PSO monitoring system. It consists only of 
utilizing the "Top Five Indicators" for each PSO project. 
Information on these indicators would be obtained from the 
implementing organizations. Initially, at least, RDO/C would not 
J.ndertake the validation of this information. The "Minimum 
F'aLkage" is most appropriate if the RDO/C wishes to approach the 
ta-k of upogra.ding the F SO system with a great deal of caution 
and/or ,i'L a minimal -ommitment of resources. The "Minimum 
9I-_ckage d.oes nct i-iply cmmitment to go forward with any other 
monitoring syctem change or improvement. It delays any decision 
.n t.er uie a-: additional indicators and field survey work until 
thE PSO staff and impleamrting organizations agencies gain 
s ;pari-anCe With this first step. 

-P,T, A4-. 3 "C 'UTAILITYPACKAGE' 

I.Y 	 ELEMENTS: '.i Mo;it.r Three Sets Cf Tjiat..­

5 Initiate Annual Validatir: E*urvey
 

This :Accountability -'ackage" is focussed on making substantial 
improvements in the reliability of in-Fcrxnatizn used for monito­
riJng FEC projects. The etements impeientme- "to-d inlude the 
"Tlop Five Indicator:. ad a.lnng 4i h th- ":'.::t Eisci:ui.sh­

.able---" and the "Proje me-..-bi_=* in to ensujre the 
prcer m;la.surement f af "i'- s theICul7 -r...' Officers 

carry mut tU -a 	Zis: "-idation sve ir, ar n/4Arii -f 
,--xt ea. :n .a.dditoin, a siudy would be carrie" out in oalendar 

year for imor i- he accour:ti."g :-' c_=mstl.z in tna ECIF 
pr, tIjectatd CAIC ect ':zon-.EA components). 
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- - -

While more expensive than 
lity Package", 

the "Minimum package", the "Accountabi­if properly 
installed and maintained, provides
considerably 
greater assurance 
that the 
problems
plagued the which have
system in the past will be overcome.
project commensurables would allow the RDO/C 
The use of the
 

to track
effectiveness of the cost­the implementing 
organizations as
portfolio well as thein general. The field validation surveyconfirmation would provideor corrective 
adjustments 
for data submitted by
implementing organizations and 
 would give
opportunity to 
Project Officers an
directly assess 
the changing 
needs and wants of
the PSO target group. 
 The increased 
assurance of
lity of monitoring the reliabi­information 
 available to RDO/C, will bring
with it 
 some risk 
of offending


Considerable tact 
the implementing organizations.


may be required 
to avoid friction where it
necessary for is
RDO/C to 
adjust reports 
provided by implementing

organizations.
 

4. OPTION # 4 -- "Annual 
Action Plan Package"
 

KEY ELEMENTS: 
(1) Monitor "Top Five Indicators"
 
(5) 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 RDOiC
"performance to report onachievement" indicators in the Annual Action Plan.This package consists of the information provided bymenting organizaticns on the imple­the "Top Five Indicators" and confirmedin the field by the Project OfFicers. In addition,the -e this package.­ hairs survev which will allow the RDO/Ca:pe gvc;riz!-ts toto the overall " of the w-orlda
i t h e L .:::r - t g o u a . 

't.r'itiZ. i also haE the Enefi'-:s uf Icmi.-Z the nti-est staffof the :I-amlg-g zx:uc~ances-Cr-. P, i a ,-e,--azf itc target.~ r ,,;.i: , : .ieac, o3,:c - ,- 'u i , LenLhis additionaltrerid..; , h e .C ' information L:-'.7i t ri S S.-Urrgathering triere ar-c :,ng wit~hincreased costs. 
The telephone survey would c.3st z the_ :J:Ii-- ;.:000-s40,,O00. 
53. JFTIONt 5--"Prcagr:,:; 5- =L a k g 

KEY ELEMENTS: 11) Top Five.c.iz:3r Indii-itz.-Z: 
(4) I::ciPlE:i(5) l:-rweptil -aliIn iz -Annual Field 2urvey,Tl3dalo urvey 



C 

-O-kon"-i,.',s:,,> : .. .des- ig'n-".d:" . ';>:. o -u s -y /, r e-v __,e w . /a,-, "ta /insI: -, t he , u I(n P ,-__-<of 

the RDO/C private sector program, and to provide insight into thefuture direction of the program. 
 The focus of the diagnostic 
survey will be on the Eastern Caribbean business community

whole, 

as a
rather than on current beneficiaries 
 of assistance 

supported by RDO/C. 
 This survey would be a continuation of the
pilot survey conducted by LBII St.in Lucia, St. Kitts, andBarbados, 
 in which numerous "lessons learned" and qualitative
insight into the efficacy of the PSO program were provided.
At the same time, the monitoring of the "Top Five Indicators"

wouldbe carried out in order to 
keep track of current trends in
the performance 
of direct beneficiaries. 
 The annual field
validation survey would be coordinated with the diagnostic survey

in order to confirm the accuracy of the "Top Five Indicators" and
provide in-depth inform-aticn on the recipients of AID-financed 
services. 

CONCLUSION
 

Each of the options presented embody trade-offs among the
interests of RDO/C in an improved monitoring system for thePrivate Sector Office, the short and long-term effe:ts of'prcposed improvement - -in RD/C-s irela-in ,h i.ts iplementi1aQanizations,t.:: ,--- f the apecific . 
anud th:- commitments cf Lime and encrgy ,"f ti-.'. RDOiC st.3f.f .. 

Very much aware of the deficiencies of the .. i..in,.. system and of
the pro-:blvriz ha hav;E uccurred in t-he pat-. _=1 _-is ~ . a~ ~~V_caupeens pp'-Oach~ to imonrcving tha2 &'-E mci--'inE.stem. 
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