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A COMPARISON OF AID ANZ WJRLI BaNK IZVALUATION AEPROACHES

Introduction

Although AID and the Werlcé Bank share & commor commi=rant “o

promoting economic growth anZd imprcwving the guality of life in
developing countries, the =wc insz:-i=.cns hawve significanzly
different mandates, structures, andé pocrcfclios. Very generally,

the difference could be characterizz3 acs -ha- betwee- a more

narrowly defined development zank e-phasizing econom:c returrs and

@ more broadly oriented development agency emghasizing bensficiary
impact. This contrast is als> reflsc-ed :n d:ifferences in *the

institut.ons' approaches to rreocrar and project evaluaz-ion.

Whereas AID's evaluations are tz:lcred =c mee= the nzzis of f:eid
managers who design and implemern:t s:zec:f1: prcjects, -ne Bank's

evaluations are designed to meet thz reeds cf centra. decision
makers concerned with larger oprocra- and strategy 1issuss ard :the
needs of shareholders who want eas:.y understandable vardsticks of
program success. However, as AID cscentrzlizes authcrity =0

t.ons are becomirz increasingly
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missions, program and project ewvalu
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important sources of feedback for saricr marnagers. AID must
whether these evaluations should ircorporate more ur.:Zorm and
comparable measures of program and crojecs performance, cortinue
emphasizing country and project spe-ific concerns, or osoth. This

paper considers some of the :ssues :nvclved ir imprc-.ng AlID's
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evaluation feedback, while retainirg the decentra.izeé -znagement
orientation thet is an intrinsic par< of AID's developmsr-=

strategy.

Qverview 0f Institu<ticnal Di:fferencss

The World Bank was created to fund sccnorically ~viable--:- a sense,
profitable--develogmert projects. Incdeed, :n:--:z_ plannsrs
b

envisioned the Bank nct as a scurce of lcan furds,

ot
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Juarantor of lcans from commercial :insti-utions. OJver
ccurse, the Bank haé become a major lender cf devsloprern: cap:ital,
Nas cpened and enlarged its sof+« lcar wirdow, ars has 1ncreas.ngly
emphasized projects a:imed at achiev:inc broader hiu-an, s:zc:al, and

mic 2 ls. Evern z:
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invest heavily in infrastructure, -ndts+<rv, ard --her czcozal
development projects and consicderaktlw less :n soz:zl develcpment

and institution building.

AID, from the outsez, has taken a rore diverse v:-ew of ecanomic
development and has placed a greater emphas:s or mprov.ng the well-
being of the rural poor. While bo*h institutions seek -o stimulate
overall economic growth, AID has tended to be more concerred with
the delivery of prcject services, the social ané econom:-cC impacts

of projects for beneficiaries, the improvement of huran resources,

and the creation of sustainable devslopment irsti“utions.
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These differences 1n emphas:s are reflec-ed in the kirds of
projects that AID and the Bank typically support. The bulk of
AlID's resources go to agr:cultural ané nutr-<ion projects serving
the rural poor. Despite the Bank's ircreas.ng emphasi:s on
agriculture, from 1974 to 1983 agric:.-ure crojects reoresernzed
only 23% of the funding as reported .rn the Tenth Annual Proisct
Performance Audit Review. Nearly 50% of the Bank's funcing went to
trarsportation and puklic u=ilities croiec:s, relatively miror
sectors of AlD concerr.. Health and ocpula-:on prcjects, which
represent nearly 25 percent of AID funding, accounted Zor only 3

percent of the projects included in the World Bank Rev:-ew.

AID and the World Bank also have very different organiza+tioral
structurss. The Beank 1s an extreme.w centrzlizs23 purezucracs thar

oOperates largely from 1ts Washingtorn, D.C. hzadguarters with only
limited support from a relatively small field staff. 211 prajecp
approval decisions are made by the Bank's central Boar: of
Directors, with borrowers coming to Washingicn to neco-iate
agreements. Bank staff ard expert ccnsultants make periodic field
trips for project appraisal, supervisior, ani evaluatizn, bu-z
project impiementation remains primarilymthe résponsiﬁ;l;ty of host

governments.

AID, <n the other hand, maintains field miss:ons in virtually every
country that receives U.S. assistance. Mission staff clay a direct
and active role in designing, managirg, and evaluating projects,
working closely with outside contractors and host country

counterparts. AID missions have always had a major, ard now
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increasing, role in project develccment and approval. In
important sense AID's missicrs are themselves a form of cdevelcpmen:
assistance, supplementing lim:ited Host country capacity £fcr

development management.

Even within the same sector, AID zrd World Bank projects teni to bs
quite different. Because of its s:ze and visib:lity, the Zarx can
often be more selec:ive thar cther deveicpment Zcnors in crnoczs:ina

. Projects to suppcrt, in effec: skimm:ng off the most ecor.tri1cally
viable endeavors, while leaving less profitable or more risky
projects to others. The Bank has zlso tended ﬁc emphasize lzrger

projects and tried aad true projec: cesicns.

AID has been cons:derably mcr= willing <C exceriment wo-on

innovative approeaches to overcomin: Zi1Zf:cult or pers:s-en-

health, nutritior, and educat:on. AID has zlso funded srkal.ler
projects (including some very smal. self-help efforts), has wcrked
more closely with PVO's and other ron-governmental organizz::cns,
and has been more deeply involved in fcod assistance and rel.e?.
As a development agency, AID provides both grant or loan funds,
whereas the Bank provides only loans. This has enabled AIC to
effectively suppert technical assistance activities that ars
essential to institution building, but that host countries are

reluctant to fund with loans.



The World Bank's Approaclh to Prcject Evaluz:-on

Although the Bank has increasincly tarcetel the picrest

beneficiaries, project appraisa: and evaluztior r=rz:n guiled by

primarily econom:c criter:a. Erprasics ig rlaced
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each project's economic rate of returrn (ERF). Th:

estimating costs and benefits--discounted o pressn: value--£

- -~ -

a percentage annual rate of re‘urn on 1nves-menz. Such

calculations reguire many assumg“lons abcu: 1mp:erentazicn costs,

. operation and maintenance, the macnitucde ard velu

¥

outputs, discount rates, and a rarge of ctiher tecnniral anz

economic factors. Such &n apprcach i1s rmcst eas:ly zanc
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appropriacteiy) applied ¢ busiress and .nirzstric-.ors lnvsIiTTents

It 1s more difficult (and subjecz:vely) apzl el tc cZroal.y tzsed

agriculture projects and :s virtuaelly impossikl

education, health, human resourcss, i1nsti=zu<ilcn bu..dinc, &nd other

social infrastructure projects.

Even for capital development prcjects, ERR calculaticns vary

greatly depending on the assumptions upon which ther are besed.

the transportation sector, for example, the World Bznk nctes that

"the calculation of ERR a: project comple<:on hzs ctresented
considerable difficulties. Some+-imes fina. costs wsre not
available,...sometimes there was no specif:c, guanr=.fied

information as to what actual improvements had

occurred, ...assumptions had to be made about imprcvements that

In
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could be expected to occur under hvpothe-ical circums-arces.
Overall, assessments...represent best judgments based o=

guartitative and gualitat:.ve inforca-ion."

The Bank is well aware that ERR ca.culat:ors lack precision, are
sometimes unreliablie, and are nct zpplicable to all pro-ects.

While comparisons cf ERR's amonc s:milar projects.wi:hin a sec-wor
can érovide useful indications cf relative gperfcrmance, compar.sons
across sectors are more diificult o 1nterpret. The Eark therefore
uses ERR comparisons conservatively, looxinc primarily at failure
rates, defined as the percentage of projects with ERR's of less

than 10%. Even so, a recent Bark study cf Z5 agriculturs and

education projects several vears a‘f:-er ccmpiecion fourd that meore
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thar halZ cf <he ctrojeczs -:at rad Srevicds.y T
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successful had recalculated ERR's c? less *Fan
such as education, where eccnomic razes cf return are 2:Zficult or
impossible to calculate, the World Bank has experimentec with
alternative methods of cosz=/benefit and cost/effectiveness
analysis. However, these measures serve as a kind of ERR proxy and

suffer from many of the same lim:taz-ions.

The Bank's evaluation system is qui:e comprehensive. tandardized
completion reports are prepared for every project with overall
findings published annually in an evaluation "concordance."
Detailed "project performance audit reviews" are completed for more
than half of the bank's projects arnd provide the basis for summary

statistical analyses published in aanual "Project Performance Audit



Reviews." Other specialized evaluaticrns and stud:es ere conducted
both by the Operations Evaluation Div:.sion and £y thz World Bank's
regional and sectoral offices.

The World Bank's emphasis on calculat.ng eszimaz-23 ecchomic
berefits at project acpraisal, complez.on, arnd ewvaluz“:on has a
pervasive influence or project des:gn &né implersnta-:2n. The
Bark, for example, tends to weigh *the easily meazzuirarle present
costs involved in pro-ect redesign, dslavs, or -nnovet:icn, far more
heavily than the possible future benef:.<s these costs might yield.
The Bank also prefers more predictable benefits and -ends ‘to
overestimate their macnitude. As & result, the 2ank z2nds tc faver
standard project packages, fixed desi:cns, and tomely groject
completicn at the expense of long-ter~ sustainafolisy arn

institution building.

AID's Approach to Project Evaluaticn

.
Although AID, like the World Bank, sec«s measuraple economic
benefits from projects, AID's perfcrmence crizer:a p.ace greater
emphasis on project implementation, service delivery, and social
and economic impact for beneficiaries. Until 1980, AID missions
planned annual project evaluations, fccusing primarily on
implementation (input and output) issuazs. In 1980 arrual project
evaluations. were eliminated and missions began schedul:ing

evaluations around key program and project decisions and events.
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AID's project evaluation syster :s less cs-andard:zed ané far more
decentralized than the World Bank's. AILC does not have any uniform
or official project evaluation criter:a z-4 mos* decisicns
regarding evaluation coverage and desigr 2re made by incividual
missicns. As a result, the cortent, scccz, and comparatility of
AID's project evaluations varies substanz-ally from proiect to
projec:t, country to country, ard reg.on I recion.

Although the focus and scope cf¢ roject evaluaticns are delineated

'

by mission staff, most evaluaticr activi-:eos are conductec ty
outside contractor teams. These evaluat:cnc tyrcically concentrate
on the projects' success in providing rescurces (.nputs) and
transforming them into intended croducts z-d serv:.ces (outouts) .
Mz

t AID evaluations provide z £:23 Zzgoriz-:-n 22 impisrerizticn

m
i

progress and probiems, essentia. infcrrmazicn for project maragement
and mission decision-making. Few attempt zny signiiicant economic

analysis (such as ERR or cost-benefit assessments) or more rigorous
measures of program or project 1mpact. Erzader program, policy, or
sector appraisals have remained primarily zhe responsib:lity of the

regiorial and central bureaus.

Within the past few years, at least in part 1in response to
increased delegation of authority to the f.eld, several missions
haye begun exploring how their evaluatiorz cculd provide petter
project, program, and mission maragement irformation. The ANE
Bureau, for example, recently drafted guidelines requiring that all

project papers include monitoring andé evalcation systems that would
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not only track project inputs and outputs, bu:z z1so asses:s broader

project outcomes and identify major issues for cndepth szudy. 1In
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related trend, several missions have askes <re

Development Information and Evaluation (CDIE) fzr assistzr-e in
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designing evaluations that better address crogr

cencerns and more fully meet emerging "arc=z-ior o.an" acccaorzabiliit
£ b4

requirements. While these trends should prcwviée miss:icr and
Washington managers with more useful informatior, there -z: been
little emphasis placed thus far on develor:inc s:zandardé =zluazion

approaches or measures to assess and compare crcgram, Ero-2ct, or

agency-wide performance. Given AID's emphasis cn social znd

institutional development, simple ERR comparisors woulé -zve
limited utility, but other cost~bernefit, soc:al accountirc matrix,
Ccr 1mpact 1ndicatcr approaches might ke Sfeveoczsi. AT otneovary
least, AID could routinely irciude standari cos-, cos--

effectiveness, and cost-efficiency calcu'.at:cns -n 1ts critect
assessments.
As AID's central development information and evaluatior cilice,

sudies,

CDIE conducts agency-wide impact evaluat:ons ard spec:z:
coordinates and supports mission and bureau evaluatiors,
communicates evaluation findings and applicétions to maneaz2rs and
policy makers, and disseminates development infcrmaticn ar3
statistics throughout the agency. CDIE's impact evaluat::z:ns,
initiated in 1979, focus particularly on the the achieverznt of
longer term program and project purposes, goals ahd impaczs.

Although earlier impact evaluations emphasized sector=-spe:z:fic
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concerns, more recent studies have -ncreas:.nzly ccrn:z.Zered cross-

cutting issues such as technology zransfer, orcjec: sustainability,

22 special
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and development managemerz. CDIE =
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assessments, such as the orogram rz-ilew of =-e

for Agricultural Developrant.

CDIE provides leadership and coord:rat:cn £:r AID's :verall,

1

decentralized evaluation system. IIZIE marnz:ss -he ~zTEncy's
automated evaluation tracxking sys=s-, reguezzs znd c:-giles annu

Bureau evaluation plans, ané cha:irs <he intrz-~acency Frogran

Evaluation Committee. During the ztzst twc vears, CCIT has also

fcr mizzicn and zuareau

provided increased technical supgcr

evaluation activities, including ==z devs
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workshep, the puklicaticrn 27 dazze -:llsz-l:r 272 e-z..a-icr rz-
reports, and the provisicn of dirs-s techn:-z. essz.z-znce for
evaluation ard irformaticr sys<-er Zzsicn. In all zf =-hese

activities, CDIE has emphesized ths role cf trogrars znd pProject

evaluation in meeting mission, burez:, ard -zs- gcvernment

management information needs. Altncuagh CDIZ has nct Seveloped

nternztional Fund

gl

. evaluaation

uniform agency-wide evaluation measz.res, :t -2s prcrotscd raoid arnd

low cost methods, a user crientatics, ané a- zmphasis on collecting

information to guide operzzional m&r.agement Z2cisicns=.
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The Implications of Decentralizaz:on for Program =rd Projec:

Evaluation

The 1increased delegation of project apprcval authzrity to tn= field
shoulcd enhance the ability of missions =zc reszerni rapidly,
creatively, and sensitively to 1ocal nescs and opccortunities.,

Decentralization also means that riss:on, bureau, and centra. AID

managers need better informatior zbout zl!l! aspecz=:z of prozrz- and
project performance: Project managers re=d infcrrz<ion on prosecs
inputs, outputs, and results to mcnitcr projec: :rolementat::cn and

anticipate problems. Technical officers need =c¢ krow whether
successfully implemented projects are 1in fact achi2ving des:red
outcomes or whether different kincs rcro‘ects would have grez-er

- - ..
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impact. Prcgram officers and ser-:zr —:o:=
whether sector and country objec:t:ves are being zcn:eved or he<her
changes in procram strategy are ne=ded. Clentral rznagers rezd
information on program and projec: accorp.ishmenzs to assess

mission performance and the achievemer.t oI agency zcals.

These 1nformation needs are rece.v:.ng increasing e-phasis ty
missions and bureaus. The new ANE'Bureau”guideliﬁes on mon:izoring
and evaluation specifically focus on prov:ding mors useful project
implementation and impact informat:on for missiorn —anagers. The
LAC Bureau's emerging system of ac:ion plan goals, objectives, and
benchmarks represents an effort to develor a burea.-wide procram

evaluation approach. Individual m:ssions have become increasingly



rounZ s=ctor &nd

interested in clustering project evalua<-icrs

strategy concerns.

zacs =nd a rumber of

n

However, all of these efforts are a-< an ezr

questions remain:
1. Shculd AID develop mcre unifcerm Ercject evaluet.zn criteria as
a basis for more rigorous performzance ccmgar.scns 2TIng prciacts,

sectors, and coun<-ries?

AID's current project evaluztion criter:-s 2re sxIremel:

flexible. The emphasis has been on tal.IZring ~cornitorinc and
evaluation systems to meet each crojecz's zarz:-ctlar
maracemant lrniormation needfs. wWrole ---z z2oTrIizcnh o is

cornsistent with AID's barticlgaticn ln fro-ect Zssign =n4
implementation and with effcr-s =c imprcvs iri:-zenous
management capabilities, it makes compzr.scns < projecs
effectiveness extremely diff:cult. Convzrsely, while =zhe
World Bank's emphasis on econcmic return czlcul=+ions
facilitates comparative judgements, it rzs less relevarcs to

project management or to improvirg hos: zcuntry :nstitutions.

Although the nature of AID's mancate ars Ecrtic’-0 would make
it inappropriate to mimic the World Bark's emrhzsis on
economic rates of return, greater unifermizy erz rigor in
evaluation measures might weil be desiracle. AZZ cbuld, for
example, require that plans for monitor:inc ané svaluation

systems be included as part of every prosect design. These
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systems could include standaré forms of eccnomic aralys:s,
while retaining a primary orientation towards project
management. The focus would be on colilecting informaticn to
meet real decision needs, emphasizing routine prcject
monitoring and rapid, low-cost data collectior mezrods. A
more rigorous and uniform approach to proiect evaluatior wouid
also facilitate the program and sector performance assessmen*s

discussed below.

Should AID develop more standardized prcgram and sector

evaluation measures and methods?

With the delegation of project approval authority =o the

field, evaluations cf prograr and seczcr perfcrranc= havs
become an 1increasincly critical feedback fcor serizr maraczers.

The delineation of clearly defined strateg:ic cozls in AIZ's
new "Blueprint for Development" underlines the imopcrtance of
comparable measures of progress towards goal achisvement. The
LAC Bureau's emerging ,system of goals, objectives, and
benchmarks, represents a promising in:tial effort to develop

consistent sets of project, program, and agency performance

measures.

Questions remain, however, about how uniform these performance
measures can and should be across sectors and countries.
While such measures should reflect overall agency goals,

benchmarks and objectives, they must also be cons:istent with
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local proiject conditions and w:th locally availab_.e
information. They must, 1a other words, reflect z compromise
between what is desirable from the perscect.ve cf central
managers and what 1s relevant tc ard ok:zinable c» the
mission. The LAC initiative 1s, ir th.:s sense, a useful
experiment. More generally, m.ssions c:zuld be encouraged to
initiate larger sector, proqré:, and strategy eva.uyations, and
to cluster related project eva.uations zround thesze 1ssues.
Whatever measures are chosen, hcwever, crogram &ani sector
performance will still be extremely difZicult tCc zsse~s. A
health program, for example, may have & "bernchmarx" of
reducing infant mortality by 5 percent -n three vzars. But
infant mortzai:.ty will b= aifsczs2 not cnly oy AIC s
activities, but also by the s:tcate of <h= ecéncry, levels of
agricultural production, unarnt:clpatec =pidemics, and a host
of other factors. Whether infant mortality gces up, goes
aown, or remains unchanged after three vears by ::self tells
us little about program success. A mors detailed analysis of
the factors affecting infant mortality would be rneceded. While
Bureaus récbgni;é the ﬁeed for more sophisticated anélysis
(for example, see the recent ANE action plan guidance), no

standard or uniform methods have been developed <«rus far.
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3. Should agency-wide performarce be assessei and surmarizei on a

regular basis?

Despite the lack of uniform evaluation criterie, CDIE'

n

summary analysis of FY 19€4 prcject =va’uaz:ons vieldei useful
findings about factors affecting :he achievemert of przcram
and strategy objectives. CDIE therefcrs plans to cont:rte
preparing agency-wide proiec% evalua-.zn summar.2s, a: .sast

for the next few years.

These project evaluation summaries do nzt, however, rizorously
assess the Agency's progress in achisvirg zpec:f:c goa:s and
oblectives as outlined, fcr exzmple, -2 the strazecic zlzn.

As AID's program and projezt =valuat:c- me-hods zecoms —cre

»

uniform, andé more universally zappiie3, z broader appra:szl of

agency wide performance should becoms possible.

4. How should evaluation feedback be inszi<:onalized to assure

£

that appropriate information is ava:lakle and applied by relevant

mar. gers? o - _ - S

Although the need for effective evaluz=z:ion feecdback haz become
more pressing in AID's increasingly decentralized manacement
environment, more rigorous and uniforr evaluation methods will
be of little value unless evaluation f:ndings are actuzlly
applied to improve programs ané projec*s. While CDIE can

facilitate coordination and ensure tha- evaluation information
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is appropriately disseminated, a clsar sernior managerent

commitment to using evaluation infcrmasicr 1s essen=:al.

The adoption of more uniform ard rizorous evaluatior methods

has costs as well as berefits. Zei:re rev.sing exi

n

Zing
evaluation approaches, AID shouli czreful.:i ccnsider 70w new
evaluation information will be uzec and whether exis:ing
information is adequate. The uss ¢ s:zarizrd evaluz-.on
criteria could, for example, maks iz easis=r tc docurent
progress for external accountakilitw, but would have less
relevance to projec= management znd improvement. Care must be
taken not to add unnecessary regu:rzments Zor alread:

overburdened miscsior s=aff.
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DATE:
MEMO TO: M. Peter MzPherson
FROM: AAA/PPC, W. Haven Nor:th

SUBJECT: Improving AID's Capability tc Evaluate Program and Project
Performance

The attached report compares AID and Worlcé Banx evaluation
approaches. It notes that the two instituticns have developed
rather different evaluation strategies, reflec-ing their different
mandates, structures, and portfolios. Whereas AID's evaluations
emphasise project implementation and :mpac: information tailored to
meet the needs of designers and managers in the field, the Bank
focuses on summary economic performance i1ndica“ors for central
decision-makers and shareholders. However, AID's increasinc
decentralization of authority to miss-crn, has ~ade project andé

’

program evaluations increasingly importancs sources of perfcrmance
informaticn for senior managers. Thes parer therefcre concludes by
€Xamirlng some ci thz :issues invilvel Lr ~zxinz AIZ's evalua-.ions
more rigorous ancé urn:form while rsza:rnirnc 2z Zecernstralized
management orilentation. The most press:nc needs :éantified in the
report include:

o] Developing improved methods for rout-nely incorporating

basic economic analysis (e.c. service/cost and berefit
cost/calculations) in all projec: evaluations.

0 Developing improved methods of evaluating program
performance and clustering projec: evaluations arcund
larger sec:or, strategy and policy issues.

o] Developing better systems for us:ng evaluation feedback
as part of the Agency's managemernt information system.

o Developing better summaries of project, program, a&nd

agency performance both for internal management ard
exXternal accountability.

I look forward to your reactions.

CDIE stands ready to assist by developing :he specific guidance
necessary for improved evaluation feedback.



