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Preface

PREFACE

The joint evaluation of General Budget Support (GBS) has been commissioned by a consortium of
donor agencies' and 7 partner Governments under the auspices of the DAC Network on Development
Evaluation. The evaluation follows a DFID GBS Evaluability Study which established an Evaluation
Framework for GBS. This Framework was agreed with DAC Network members in 2003. A Steering
Group (SG) and Management Group (MG), both chaired by DFID, were established to co-ordinate
the evaluation. The study is being carried out by an evaluation team led by the International
Development Department, University of Birmingham (IDD)

The purpose of the evaluation is to assess to what extent, and under what circumstances, GBS is
relevant, efficient and effective for achieving sustainable impacts on poverty reduction and growth.
The evaluation is expected to identify evidence, best practice, lessons learned and recommendations
for future policies and actions.

This synthesis inception report is based on a series of inception visits to seven case study countries
(Burkina Faso, Malawi, Mozambique, Nicaragua, Rwanda, Uganda and Vietnam), which were
undertaken by the evaluation team in October-December 2004. The report provides details of the
proposed approach and methods and specifies the issues and themes to be studied during the main
phase of the evaluation. The report was approved by SG and MG in May 2005.

The main phase of fieldwork in the seven case study countries will be finalised by the end of July
2005. Country reports will be submitted thereafter. A final synthesis report will be presented at an
International Dissemination Conference in March 2006.

'"The consortium is composed of the governments of Australia, Belgium, Canada, Denmark, France, Germany, Ireland,
Japan, the Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom and the USA,
plus the European Commission (EC) and the Inter-American Development Bank (IADB), the IMF, OECD/DAC and
the World Bank. The Evaluation is undertaken in collaboration with the governments of Burkina Faso, Malawi,
Mozambique, Nicaragua, Rwanda, Uganda and Vietnam, who are also represented on the SG. The study is designed
to interact closely with aid agencies and with government and other stakeholders at country level. There are government
and donor contact points in each country.

vii






Introduction

1. INTRODUCTION

Purpose and Scope of the Evaluation

1.1  This study, commissioned jointly by donors in collaboration with partner governments, is the
first systematic cross-country evaluation of General Budget Support (GBS). The full Terms of
Reference (TOR) are in Annex A. Details of the management structure for the study and the study
team are in Annex B.

1.2 As summarised in the TOR (§3.1):

The purpose of the evaluation is to evaluate to what extent, and under what circumstances (in what
country contexts), GBS is relevant, efficient and effective for achieving sustainable impacts on
poverty reduction and growth. The evaluation should be forward looking and focused on providing
lessons learned while also addressing joint donor accountability at the country level.

1.3 The evaluation is to cover the implementation and the results of GBS during the period 1994—
2004 (TOR §3.3). The seven case-study countries are Burkina Faso, Malawi, Mozambique,
Nicaragua, Rwanda, Uganda and Vietnam. These have been selected as an illustrative rather than
representative sample of countries that receive GBS. Moreover, the particular focus of the evaluation
is on “partnership GBS” (“new GBS” and “poverty reduction GBS” are equivalent terms). The
characteristics and evolution of partnership GBS, generally and in the study countries, are discussed
in Chapter 2. In all cases, however, partnership GBS was an innovation in the latter part of the
review period. The study is not required to evaluate the forms of GBS that preceded partnership
GBS, but it is expected to use the earlier experiences of programme aid as a point of comparison in
assessing partnership GBS.

1.4 Eventual outputs of the study will include seven free-standing country-level Evaluation
Reports, a Synthesis Note (SN) summarising the findings from the seven country studies, a final
Synthesis Report (SR) which will extend the scope of the evaluation’s conclusions, and a Note on
Approach and Methods.?

1.5 The study is based on, but is also required to improve, a specially developed Evaluation
Framework (EF). Annex C is the Executive Summary of the EF (Booth and Lawson, 2004).4

1.6  This report draws on a series of inception visits to the study countries (details in Annex B,
summary timetable in Box 1.1 below). A first draft inception report (IR1),’ was discussed at a
Steering Group (SG) meeting on 1-2 February 2004. This was thoroughly re-drafted in the light of
comments and a revised inception report (IR2)® was submitted in March. The present Final Inception
Report responds to comments on the previous drafts. The main substantive changes are in
Chapter 4.

3 The revised timetable for delivering these outputs is described in Chapter 5.

4 Booth, D. and Lawson, A. (2004). Evaluation Framework for General Budget Support. London: ODI. Throughout
this report, Evaluation Framework (with initial capitals) always refers to the EF developed by Booth and Lawson.
For the complete list of all references, please see Annex D.

51DD, Joint Evaluation of Budget Support — Inception Report, First Draft, January 2005.

¢ IDD, Joint Evaluation of Budget Support — Revised Inception Report, March 2005.
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Box 1.1: Inception Period: Key Events and Dates

Key Events 2004

Contract Start Date (mobilisation) August 23

Team Workshop September 1314

Contract Signature October 15

Country Inception Visits October—December
Vietnam Oct 10-23
Mozambique Oct 16-30
Rwanda Oct 31-Nov 16
Malawi Nov 1-12
Nicaragua Nov 1-14
Uganda Nov 14-Dec 2
Burkina Faso Nov 28—Dec 13

2005

Draft Inception Report January 24

SG meeting to discuss Draft Inception Report February 1-2

Team workshop February 23-24

Revised Draft Inception Report March 14

Team Workshop April 26-27

Final Inception Report May 20

Purpose of the Inception Report

1.7 The TOR (§6) specify the Inception Report as follows:

An Inception Report shall be submitted at the end of the inception phase providing details of the
proposed approach and methods and specifying the issues and themes to be studied. The Inception
Report shall in particular account for:

The findings of the first visits to the case-study countries, including an overview of GBS
support and possible consequences for the focus, approach and methodology of the
evaluation.

The application of the [Evaluation Framework], including the developed causality tree.
The precise focus of the evaluation, i.e. the key issues and themes to be evaluated specifying
any limitations of the evaluation.

The approach and method, including data gathering and analysis (causality analysis and
triangulation), as well as a specification of indicators and identification of key stakeholder
groups.

The approach to assessing the cross-cutting issues.

The approach to ensure that the different case-study countries can be easily synthesised.
The approach to ensure quality assurance throughout the country evaluations and the
synthesis evaluation.

The detailed work plan, specifying the organisation and time schedule for the evaluation
process — allowing sufficient time for consultation with the SG, MG and other key
stakeholders.
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Inception Report Structure

1.8  This Inception Report responds to these requirements as follows:

Chapter 2 describes the origins and distinguishing features of the partnership GBS that is the principal
focus of this evaluation; it then provides an overview of partnership GBS in the case-study countries.
(A more extensive inventory of GBS in these countries appears in Annex E.)

Chapter 3 reviews the GBS Evaluation Framework and other key aspects of the approach and
methods for the study, and explains the Enhanced Evaluation Framework (EEF) that has been
developed during the inception phase.

Chapter 4 draws on the EEF and on the findings from the inception visits to the case- study countries
to propose the key evaluation questions to be addressed in the Country Reports (the study content).
As anticipated, this is the chapter that has developed most since the submission of the Revised
Inception Report.

Chapter 5 describes the work plan for the remainder of the study (the study process), including
measures for quality assurance and to ensure comparability of findings across countries.

1.9  These five chapters comprise the concise main part of this Inception Report. They are supported
by Annexes (see Box 1.2) which include additional background material and initial findings, along
with other material that is principally intended as detailed guidance for the study teams undertaking
the field phase. Annexes G, J and K (new) have been substantially revised since IR2.

Box 1.2: Guide to the Annexes

Title Comment
A. Terms of Reference Full TOR (25 pages).
B. Structure and Organisation of the Study Details of Steering Group and Management Group; country

contacts; the IDD consortium; team members and
responsibilities; timetable to date; study website.

C. Evaluation Framework (Executive Summary) | Concise version of the Evaluation Framework for GBS —
a methodological guide that forms an adjunct to the TOR.

D. Bibliography Part 1 collects general references for the study.

Part 2 highlights relevant cross-country studies in which
the GBS case-study countries feature.

E. GBS Inventory in Study Countries A working summary of data collected by country teams on
GBS and other relevant aid programmes in each study
country for 1994-2004.

F. Terminology Standard definitions for key terms used in the evaluation.
G. Enhanced Evaluation Framework (Detailed Detailed logical framework developed during the inception
Questions) phase (to supersede the version associated with the original

Evaluation Framework).

H. Cross-Cutting Issues Explains the treatment of the four cross-cutting issues
identified in the TOR (gender equality, environment,
democracy & human rights, and HIV/AIDS).

I. Country Field Studies Teams, timing and particular areas of focus for the country
field studies.

J. Country Report Structure Detailed guidelines for the format of the Country Reports.

K. Key Evaluation Questions Key evaluation questions with guidelines on judgement
criteria, causality chains, counterfactuals, relevant evidence
and data sources.







Perspectives on Partnership GBS

2. PERSPECTIVES ON PARTNERSHIP GBS

Introduction

2.1 This evaluation focuses on General Budget Support (GBS) as a particular form of programme
aid. A defining characteristic of GBS is that it provides unearmarked funds to the government
budget, but it is not the only form of programme aid that does this, and it is distinguished from these
other forms of programme aid by the purposes and the manner of the transfer. The current form of
GBS took shape in the late 1990s, and is variously known as “new GBS”, “poverty reduction GBS”
and “partnership GBS”. We have adopted the latter term as the one that best captures the intended
change in aid relationships that this form of GBS embodies.

2.2 This chapter (a) explains the definition of GBS, (b) notes the origins and objectives of
partnership GBS, and (c) provides an overview of GBS in the study countries.

The Definition of General Budget Support

2.3 Box 2.1 shows the definition of GBS, and its relationship to other forms of programme aid, as
specified in the TOR (Annex A). A budget support programme comprises not only the funds
themselves, but also the policy dialogue and the conditions linked to their disbursement, and related
technical assistance and capacity building. The Evaluation Framework extends this further to include
as additional inputs the alignment and harmonisation activities of the GBS donors.

2.4  Other forms of programme aid (including debt relief and other balance of payments support)
may have similar effects in terms of generating resources that can be used to finance the government
budget (and could therefore also be legitimately described as budget support), but different types of
budget support are distinguished on the basis of the intent of the programme and on the accompanying
inputs. An historical perspective is therefore essential to understand what distinguishes partnership
GBS from the earlier forms of programme aid.

The Origins and Characteristics of Partnership GBS

Broad Types of GBS

2.5 Programmatic (non-project) forms of aid have a very long history. The dominant form of
financial programme aid during the 1980s and 1990s was structural adjustment finance provided
mainly by International Financial Institutions (IFIs). In many ways (see below), partnership GBS
has been a reaction to the perceived shortcomings of structural adjustment GBS, but both may be
contrasted with unconditional GBS, as shown in Box 2.2.

2.6 The three broad types of GBS, depicted in Box 2.2, each consist of concessional finance to
government that is not earmarked for a particular use, plus the conditions attached to this finance.
It is the difference in attached conditions, linked to the purpose of the non-earmarked transfers,
which distinguishes the three types. Distinguishing these broad types of GBS helps to resolve the
paradox that some major donors of non-earmarked financial transfers to governments during the
decade of our study period have also been sceptics regarding partnership GBS.
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Box 2.1: General Definition of Budget Support and GBS

As defined for the purpose of this evaluation, programme aid can be divided into food aid and financial
programme aid. Financial programme aid includes both budget support and balance of payments support (such
as debt relief and import support). Budget support in turn can be divided into sector budget support and general
budget support (GBS).

Programme Aid

v v

[ Financial Programme Aid |

v v

Budget Support*

[ Food Programme Aid |

Balance of Payments

Support
General Budget Sector Budget Debt Relief Import Support
Support (GBS) Support

* Referred to as direct budget support in the Evaluation Framework.

The general characteristics of budget support are that it is channelled directly to partner governments using
their own allocation, procurement and accounting systems, and that it is not linked to specific project activities.
All types of budget support include a lump sum transfer of foreign exchange; differences then arise on the extent
of earmarking and on the levels and focus of the policy dialogue and conditionality.

Sector Budget Support is distinguished from General Budget Support by being earmarked to a discrete sector
or sectors, with any conditionality relating to these sectors. Additional sector reporting may augment normal
government accounting, although the means of disbursement is also based upon government procedures.

Source: TOR and Evaluation Framework. For more detailed explanation of the terms involved (e.g. the
distinction between real and notional earmarking) see Annex F (Terminology).

Box 2.2: A Stylised Classification of GBS

(non-earmarked concessional finance in all cases)

Purpose Conditionality

Type

1. Unconditional GBS To fill a temporary gap

in public finances.

No specific conditions, often related to broader political,
historical and trade ties, e.g. support to countries
attaining independence (1960s-70s), US Marshall Aid to
Europe (1940s), Japanese assistance to neighbours after
Asian financial crisis (1990s). Essentially bilateral.

2. Structural To reduce external and | Specific conditions focused on deregulation,

Adjustment GBS

internal imbalances and
raise economic growth.

privatisation, inflation and public sector deficits, e.g.
numerous structural adjustment programmes. Led by IFI
credits with bilateral support.

3. Partnership GBS
(also known as ‘poverty
reduction GBS’ and ‘new
GBS’)

To raise the capacity of
government to attain
agreed poverty
reduction targets.

Specific conditions related to performance in
governance, service delivery to the poor, as well as
inflation and public sector deficits. Led by IFI credits
with bilateral support.
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Origins and Purposes of Partnership GBS

2.7  The purposes, and the approach to conditionality, of partnership GBS are rooted in perspectives
on the role and effectiveness of aid that emerged in the latter half of the 1990s. These derived from
the following interacting impulses:

Revised assessments of aid effectiveness, which argued that aid works in good policy
environments but that necessary reforms cannot be bought through conditionality (Dollar
etal, 1998, Assessing Aid,” was seminal). Hence an emphasis on ownership, and on being
more discriminating in allocating aid to countries and governments that are able to use it
effectively.

Growing concerns for debt relief and a more direct focus on poverty. Hence the direct link
between the Heavily Indebted Poor Countries (HIPC) initiative and Poverty Reduction
Strategy Papers (PRSPs), and the focus on the adequacy of government systems to allocate
HIPC resources to pro-poor expenditures. Hence also the adoption of the Millennium
Development Goals (MDGs). Although debt relief is not formally part of what is being
evaluated (see Box 2.1), it was extremely important in developing the PRSP framework
for GBS, while, for many bilateral donors, debt relief funding was a direct precursor of
GBS.3

Greater scepticism about standard policy prescriptions and more recognition of differences
in country environments. Allied to the increased concern for ownership, this creates a
greater concern for aid to support effective processes — not just the particular policies
espoused and budgets announced, but the underlying systems for macroeconomic
management, planning and budgeting, and associated systems of internal accountability.
Again this is epitomised in the PRSP approach.

A perception (also highlighted in the Assessing Aid literature) that inappropriate aid
modalities had become part of the problem. Efforts to bypass weaknesses in government
systems were seen to have further weakened them, to have fragmented national decision
making, and to have raised the transaction costs of aid. Hence efforts to support greater
coordination and harmonisation of aid reflected, inter alia, in the Comprehensive
Development Framework (CDF), work by the OECD’s Development Assistance Committee
(OECD DAC), the Strategic Partnership with Africa (SPA) and other bodies on
harmonisation and alignment, the trend towards Sector Wide Approaches (SWAps) and
the adoption of the principles of Programme Based Approaches (PBAs).® PBA principles
(which apply equally to PRSPs, to sector approaches and to lower levels of engagement)
ownership, alignment and harmonisation, the use of government systems, and so forth.!°
Concern to disburse aid through government systems increases the focus on the quality of
public finance management as well as on sound macroeconomic management.

An additional factor is the Monterrey commitment to scale up aid substantially. In the
light of the other concerns cited (harmonisation, ownership, the preferences of recipient
governments), and because achieving MDGs may require the financing of recurrent costs,
GBS is seen by its advocates as a particularly relevant modality for the channelling of
increased aid flows.

"Dollar, D. et al. (1998). Assessing Aid: What Works, What Doesn’t and Why. New York: Oxford University Press for
World Bank.

8 In terms of the stylised classification of Box 2.2, HIPC resources represent a form of unconditional budget support
after the completion point is reached, since there is then an irrevocable flow of debt relief.

® See Annex F (Terminology) for definitions.

10 As signatories to the Paris Declaration (Paris Declaration on Aid Effectiveness, High Level Forum, March 2005)
donors have agreed that increased use of PBAs should be adopted as an indicator of progress in harmonisation.
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2.8  Altogether, the range of expectations from GBS is extraordinarily wide. Its ultimate objectives
may be relatively clear (at its simplest, poverty reduction — though there is not much that is simple
about that!), but how this is expected to occur involves a much wider range of expectations. The
TOR (§2.2) draw attention to:
» Improved coordination and harmonisation among donors and alignment with partner
country systems (including budget systems and result systems) and policies.
» Lower transaction costs.
» Higher allocative efficiency of public expenditures.
» Greater predictability of funding (to avoid earlier “stop and go” problems of programme
aid).
» Increased effectiveness of the state and public administration as GBS is aligned with and
uses government allocation and financial management systems.
o Improved domestic accountability through increased focus on the Government’s own
accountability channels.

Implications for Evaluation

2.9 Project evaluation methodology is well established, and relatively straightforward (although
such evaluations frequently abstract from the problems of fungibility — see the discussion of
counterfactuals in Chapter 3). PBAs are inherently much more complex because of their breadth,
the provision of joint inputs, and the nature of their objectives. GBS, as the form of PBA with the
broadest scope, is also the most challenging to evaluate. We take up these challenges in Chapter 3.
First, we consider how trends towards partnership GBS have been manifested in the case-study
countries.

Overview of GBS in the Case-Study Countries

Approach

2.10 Because of its scale, GBS is inherently lumpy, and there has been a finite set of budget
support operations in each of the study countries between 1994-2004. Our approach has been to
identify them all individually, and to build up a comprehensive inventory for each study country
based on programme-level information. (The possibility of complementing country-level information
with an econometric analysis of standard international data has been considered but rejected — see
Box 2.3))

Box 2.3: Feasibility of an Econometric Approach

The subtleties of the distinctions involved, the lack of standard definitions, and the novelty of
partnership GBS as a major form of programme aid, mean that standard international data on
aid are of limited value for charting trends in the types and levels of GBS flows." As part of
the inception phase of this study, the feasibility of an econometric analysis of GBS performance
was explored.!> Although there appeared to have been significant recent improvements in the
principal (OECD DAC) data sources, it has been decided not to pursue this line of enquiry
within the present study because of remaining doubts about the reliability of the data, because
the proposed approach would not have yielded robust country-level conclusions (it would
have incorporated the seven case-study countries within a wider 42-country panel), and because
it could not have provided any insights on the differential performance of different designs
within the category of partnership GBS.

1 See Lanser, P. (2003). Inventory of Programme Aid 1992 — 2001 . Preparatory study for the planned joint evaluation
of General Budget Support. Rotterdam/The Hague: ECORYS-NEI (Working Document).

12 Barassi, M. and Ercolani, M. Feasibility Study for Quantitative Analysis, Annex H of IDD (2005). Joint Evalua-
tion of Budget Support — Inception Report, First Draft, January 2005. Birmingham: IDD. (IR1).
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2.11 We have deliberately sought to capture all forms of budget support, not just what is
unambiguously partnership GBS according to the TOR definition. This approach recognises that
different donors have different terminology and definitions (partly for presentational reasons) and
that identifying partnership GBS on the basis of donors’ own classifications and programme labels
would therefore be treacherous. Furthermore, even with detailed programme-level knowledge it is
difficult to draw sharp distinctions between different types of programme aid and budget support.
For example the difference between GBS and Sector Budget Support (SBS) — see Box 2.1 above
and the fuller discussion in Annex F — can turn on a subtle interpretation of the difference between
real and virtual earmarking. In practice there is a spectrum of related aid instruments, and the
drawing of sharp boundaries between different types is likely always to be somewhat arbitrary.

2.12 In addition, many of the design elements of GBS also feature both in earlier forms of
programme aid and in current co-existing modalities. Even though the focus of the present study is
on partnership GBS, there is potential for useful insights from comparisons with other forms of
programme aid, particularly when considering different design elements (e.g. conditionality,
performance indicators) that are common to GBS and the earlier and other contemporary versions
of budget support. The TOR endorse the pragmatic approach to field work that we have adopted,
and it is reflected in the scope of information being collected for the inventory (Annex E).

2.13 Country contexts are different. Even countries which are quite similar in many dimensions
may have a different pattern and history of the aid relationships out of which GBS has evolved.
This will be an important theme to pursue in the country reports themselves, and in the synthesis
phase of this study. For the purposes of this Inception Report, the next paragraphs briefly characterise
some of the most striking features of the case-study countries, before we provide an overview of
the inventory and its contents.

Relevant Characteristics of the Case-Study Countries

2.14 The most obvious grouping of the case-study countries is that the five African countries
represent a relatively homogeneous group in terms of economic and social structure, state of
development and patterns of development aid, while Nicaragua and Vietnam are clear outliers. But
beyond this starting point there are distinct political and economic contexts by country:

» While all are classified as ‘poor’ countries, each country has distinct poverty levels and
characteristics, and significantly different recent trends in poverty reduction.

» Each country also has a particular history of aid relationships, and of budget support intent
and practice during the period 1994-2004, involving very different levels of experience in
partnership GBS (over time, by donor plurality, and by the quantity and relative significance
of GBS funds involved).

Burkina Faso

2.15 1In 2003, 46.4% of the population were living below the poverty line,"® while in the same year
Gross National Income (GNI) per capita' was $200. Burkina Faso is heavily dependent on Official
Development Assistance (ODA): net ODA/GNI in 2003 was 10.8%." A democratic government
has been in place since 1991. The last two presidential elections have been won by the present
incumbent, who faces another election in 2005. Legislative elections in 2002 resulted in an enlarged
opposition presence in parliament. Government-donor relations have at times been affected by
governance issues (e.g. concerning arms-dealing activities and episodes of human rights abuse).

13 Poverty line defined as 82,672 FCFA in 2003. INSD household survey 2003.

14 All GNI per capita data are USD, Atlas method.

15Source for GNI and ODA/GNI statistics for all seven case-study countries is OECD DAC,

Aid at a Glance (http://www.oecd.org/countrylist/0,2578,en_2649_34447_25602317_1_1_1_1,00.html).
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2.16 Two periods of aid relationship are identifiable during the study period 1994-2004:
(1) the 1990s: characterised by structural adjustment programmes; and
(i) from 2000: elaboration and implementation of the CSLP (Burkina Faso’s PRSP), with
Burkina Faso applying for HIPC initiative debt relief.

2.17 GBS is provided through the World Bank’s Poverty Reduction Support Credit (PRSC, now in
its fourth phase since 2001) and a group of bilateral donors (Belgium, Denmark, EC, France,
Netherlands, Sweden, Switzerland and others), who have been supporting the Poverty Reduction
Strategy (PRS) since 2001 and have adopted the first protocol for joint budget support. At the same
time, non-GBS donors (namely Canada, Germany, Japan and USAID) continue to be important aid
providers.

Malawi

2.18 Over 60% of the population live below the poverty line.'® GNI per capita was $170 in 2003.
Malawi is heavily aid dependent: net ODA/GNI in 2003 was 29.5%. Malawi has been an elective
democracy since 1994, but government-donor relations have been affected by the lack of fiscal
discipline evident throughout 1994-2004. In this context, the new presidency as a result of the
2004 elections is seen as a potentially positive change.

2.19 Two periods of aid relationship are identifiable during the study period 1994-2004:

(1) the 1990s: dialogue led by the IMF and the World Bank, focusing on trade liberalisation and
structural reforms; and

(1) from 2000 onwards: transition to a focus on the IMF Poverty Reduction and Growth Facility
(PRGF) agreement, with key bilateral donors (Denmark, EC, Norway, Sweden and UK) promoting
a coordinated approach with the PRGF under the CABS (Common Approach to Budget Support)
framework.

2.20 However, with a lack of fiscal discipline evident throughout the period, the PRGF was off
track at the point of signing in 2000, and actual releases of GBS have been limited. There has been
some mutual recrimination between government and donors as a result.

Mozambique
2.21 53.6% of the population live below the poverty line.”” GNI per capita was $210 in 2003.

Mozambique is heavily aid dependent: net ODA/GNI in 2003 was 25.2%. Since the pre-1992
situation of civil turmoil and the severe disruption of government operations, there has been a
democratic multi-party regime with the last elections held in December 2004. Governance issues
have affected government—donor relations (particular crises have stemmed from corruption-related
banking scandals and episodes of human rights abuse).

2.22 Three periods of aid relationship are identifiable during the study period 1994-2004:
(1) 1992-1996: preparation for peace, with emergency and food aid dropping off sharply
between 1993-94;
(i) 1996-2000: gradual decrease in multilateral and non-governmental organisation (NGO)
roles, with growing donor participation in recurrent expenditure; and
(1) 2001-2004: introduction of partnership GBS.

16 As defined by the WB.
17 As defined by INE/Republic of Mozambique 2004.
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2.23 Of the large numbers of donors operating in Mozambique, 17 of them now collaborate in
offering budget support, with coordination of GBS formalised in 2000 in a joint donor programme.
The PRSP (PARPA — Plano de Cacao Para a Reduce ad Pores Absolute — in Mozambique) approved
in 2001 by IMF and the WB, has been followed with a common Performance Assessment Framework
in 2003. Except for the USA, all the large donors and many of the smaller bilaterals now participate
in the principal grouping, the Group of 16 (G16), that have joined together to provide general
budget support. Even ‘outsiders’ like the USA and Japan participate as ‘observers’ in G16 meetings,
and the volume and proportion of aid that is channelled through the budgetary process has increased
consistently over the last seven years.

Nicaragua
2.24 1In 2001, 45.8% of the population were living below the poverty line,'® although GNI per

capita was $730 in 2003 — much the highest among the case-study countries. Nicaragua is nevertheless
also heavily aid dependent: net ODA/GNI in 2003 was 21.3%. Political life was extremely polarised
between the Sandinista Front and the Liberal Alliance until the relatively recent pact between the
parties’ leaders. In the last decade the context of government—donor relations has been the economic
fallout from natural disasters (Hurricane Mitch) and political crises (the prosecution of former
government officials on charges of corruption).

2.25 Two periods of aid relationship are identifiable during the study period 1994-2004:

(1) 1990s: the first IMF Enhanced Structural Adjustment Facility (ESAF) expired in 1997
without a single one of the three annual programmes keeping on track, while the second
ESAF, in 1998, went off track the same year; and

(i1) from 2000: dominated by the HIPC initiative (decision point 2001 and completion point
2004) and its requirement for a PRSP to be drawn up. The World Bank PRSC started in
2004 and there is now a vigorous effort by donors (led by bilaterals — Finland, Norway,
Sweden, Switzerland and others) to agree a Joint Financing Arrangement on GBS with
performance conditions based on the PND (Plan Nacional de Desarrollo).

Rwanda

2.26 60.3% were living in poverty in 1999/2000." GNI per capita was $220 in 2003. Rwanda is
heavily aid dependent: net ODA/GNI in 2003 was 20%. The watershed marking Rwanda’s modern
history and its relationship with donors is the genocide of 1994. Immediately afterwards there was
a period of extreme chaos in the ‘aid market’ with large numbers of donors active — multinationals,
bilaterals and NGOs. Rwanda is currently governed by a democratic multi-party regime; elections
were last held in 2003. Government—donor relations have been affected by the crisis prompted by
the war with DRC in 1998 and then more recently by over-spending including on allegedly unjustified
items (2003). A new crisis may be in the making with clashes in Eastern DRC (end 2004).

2.27 Three periods of aid relationship are identifiable during the study period 1994-2004:
(1) 1994-1997/98: characterised by virtually no government accountability or consultation
with the population;
(i1) 1997/98-2002: the government (re-)shaping itself, the emergence of Vision 2020 closely
followed by the preparation of the PRSP; and
(ii1) from 2002, when the PRSP was endorsed. There has been a progressive shift of budget

18 Standard of Living Survey 2001.
9 PRSC 2004.
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support operations towards the partnership GBS paradigm, with the Rwanda Government
strongly stating its wish to see more donors providing a greater proportion of aid through
GBS. Key GBS donors are DFID, EC, Sida and the World Bank, among others. GBS
and GBS partnerships are at a relatively early stage, and 2005 will be a test period,
especially as the Government plans to undertake a thorough revision and updating of the
PRSP in this year.

Uganda

2.28 Headcount income poverty* reduced from 56% in 1992 to 44% in 1997 and further to 35% in
2002; however this indicator increased to 38% in 2003. GNI per capita was $240 in 2003. Uganda’s
present constitutional framework was established by the National Resistance Movement (NRM)
government which came to power in 1986. Subsequent Presidential and Parliamentary elections
on a non-party basis (1996 and 2001) have been won by the NRM, and Uganda has yet to experience
a democratic change of government. The run-up to forthcoming presidential elections may well
mark another phase in donor—government relations. This is likely to depend on a variety of factors,
including progress towards multi-party democracy and whether the presidential term limits embodied
in the present Constitution are adhered to, and the human rights record in the run-up to the elections.

2.29 Uganda is notable for the extent of government leadership in the poverty reduction strategy
and in innovative approaches to aid management. Three periods of aid relationship are identifiable
during the study period 1994-2004:

(1) 1994-1997 pre-PEAP (Poverty Eradication Action Plan)*': establishment of a stable
macroeconomic environment and fiscal discipline through the introduction of cash
budgeting and the Medium Term Budgetary Framework (MTBF) in 1994, following an
earlier lapse in fiscal discipline. Liberalisation and privatisation policies quickly followed,
sponsored by the World Bank and IMF, and supported by Structural Adjustment lending.

(i) 1997-2000 (PEAP I): implementation of the Poverty Eradication Action Plan, and the
introduction of the Medium Term Expenditure Framework (MTEF) in 1997. During
this time Uganda first benefited from HIPC debt relief, prompting the formation of the
Poverty Action Fund (PAF) by government. The combination of MTEF, SWAps and the
PAF facilitated donors’ move towards the provision of budget support, much of which
was notionally earmarked to the PEAP via the PAF. Towards the end of this period the
second iteration of the PEAP was developed, with a deeper, more evidence-based and
participatory process than the original PEAP. PEAP II acted as the Government of
Uganda’s PRSP and qualified Uganda for debt relief under the enhanced HIPC initiative.

(111) 2000-2004 (PEAP II): the period of implementation of the PEAP, and the development
of the current modalities for General Budget Support, centred on the World Bank’s PRSCs,
the first of which was provided in 2001. Towards the end of this period the third iteration
of the PEAP was finalised.

Vietnam
2.30 Vietnam experienced a remarkable growth-led decline in the incidence of poverty in the
1990s, from 58.2% in 1992/93 to 37.4% in 1997/98.%2 GNI per capita was $480 in 2003. However,

20 Based on the national poverty line.

2 The Poverty Eradication Action Plan was a Ugandan initiative and became the prototype of PRSPs.

22 Glewwe P, Gragnolati M, and Zaman H. (2002) Who gained from Vietnam’s boom in the 1990s? An analysis of
Poverty and Inequality Trends. Economic Development and Cultural Change (volume 50).
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if present trends continue, Vietnam will graduate to Middle Income Country status within the
foreseeable future. Vietnam is not heavily aid dependent; net ODA/GNI in 2003 was 4.5%. The
Doi Moi economic reforms began in 1986, but it was not until the lifting of the US embargo in 1994
that the International Financial Institutions (IFIs) were able to begin lending to Vietnam (policy
advice not linked to funding had been given previously). The previously small group of donors in
Vietnam is now much larger.

2.31 Three periods of aid relationship are identifiable during the study period 1994-2004:

(1) 1994-97: the first Consultative Group meeting was held in 1994, followed by a decree
on aid management in 1998;

(1) 1998-2000: as a response to the Asian crisis, further reforms were initiated and ,from
1999, substantial budget support was provided by Japan through the Miyazawa initiative;
in mid-2000 the preparation of an Interim Poverty Reduction Strategy Paper (I-PRSP)
began, as a route to accessing PRGF and PRSC funding, although debt relief was not
sought; and

(iii) from 2001: the development of the Comprehensive Poverty Reduction and Growth
Strategy.”

2.32 The IMF PRGF programme began in 2001 but was suspended in 2002, while the WB PRSC
I began in 2001/02, followed by PRSC II (2003) and PRSC III (2004). The original PRSC I was
co-financed by the UK, Netherlands, Denmark and Sida. By PRSC1V this had expanded to a more
diverse group of potential co-financiers including Japan, France and the EC. At the same time, the
government continues to be comfortable with a project-focused approach. This mirrors its own
approach to implementation, involving discrete capital projects run by project management units
which are semi-integrated into government systems; partnership GBS remains a relatively small,
as well as recent, component of aid flows.

The GBS Inventory

2.33 Our inventory of GBS (summarised in Annex E)* attempts to capture the main features of
successive general budget support (and closely related) programmes in each case country. The
primary purpose of the inventory is to identify programme intentions, procedures and inputs so that
their outputs and outcomes can then be examined in the evaluation. By taking a broad view of the
programmes that are relevant to this evaluation, it also supports the historical and comparative
perspective that has been stipulated (1.3 above). Moreover, as we discuss in Chapter 3, entry
conditions for GBS and the interactions among donors and among aid modalities, both at input
level and prior to GBS commencement, have emerged as important subjects for this study, and the
inventory helps in characterising these.

2.34 Apart from the identification of the different international partners involved in each programme
and the scale of assistance involved, the inventory seeks to capture the following aspects of the
programmes:

(a) Programme intent: as we have noted, the intention behind the provision of unearmarked
budget support is one of the principal distinguishing features of partnership GBS. The
inventory seeks to capture changing intentions over time as well as the differences in
emphasis between donors simultaneously involved.

23 Comprehensive Poverty Reduction and Growth Strategy (Vietnam’s PRSP).
2 Annex E is a snapshot of work in progress. The information it summarises will be reviewed and revised during the
preparation of Country Reports; refined inventory information will be incorporated in the Country Reports themselves.
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(b) Alignment with national strategies: alignment with national goals and strategy for
poverty reduction is fundamental to partnership GBS.

(c) Disbursement procedures: disbursement via government systems is a defining
characteristic of GBS, but other aspects of the transfer (tranching, conditions and
predictability of disbursement) may have an important bearing on the consistency between
the intentions behind GBS and the form that it takes.

(d) Conditionality and performance indicators: as already noted, partnership GBS is
ostensibly based on a different approach to conditionality than under structural adjustment
programmes; it is important to review whether the evidence bears out claims that the
nature of the government—donor relationship has changed, and to what extent. The
indicators linked to a programme are directly related to its conditionality, and are also
very revealing about the intent of the programme. We attempt to capture such aspects as
the number of indicators, and their nature (e.g. whether they are process or results oriented,
whether they are drawn from the partner country’s PRS, whether they are linked to
performance indicators for sector programmes and so forth).

(e) Links to technical assistance (TA) and capacity building: whether the programme
content is oriented to capacity building in core government services, and whether the
programmes are explicitly linked to TA and capacity building inputs, e.g. for strengthening
public finance management.

(f) Procedures for dialogue: the structure and content of dialogue for partnership GBS is
supposedly characterised by orientation to government leadership, capacity building and
long-term commitment to poverty reduction. We seek to identify the specific arrangements
for dialogue related to GBS programmes, set in the context of pre-existing and wider
institutions for interaction between the government and its international partners.

(g) Donor harmonisation and alignment (H&A): within partnership GBS, donor
harmonisation and alignment with recipient country systems, as well as policies, are
regarded as essential for increased ownership by government, and lower costs and greater
effectiveness of core government services. As with dialogue arrangements, we seek to
locate GBS-related H&A in a wider context and to understand their evolution.

(h) Experience in implementation: perceptions, as well as documented reviews and
evaluations, are important here, since it is clear that GBS has evolved, and continues to
evolve, on the basis of learning and interpretation of past experiences.

(1) Sources of evidence: these are important to record for further reference and additional
detail; also, in some cases, as important secondary source material on the main themes of
the present evaluation; and further, as a means of checking on possible biases in the
sourcing of information.

2.35 This last point is an important one. Programme by programme, donor records are more
systematic than governments’ records tend to be. However, attempting to reconcile financial data,
in particular, between donor and government sources is both difficult and revealing. Donors’ records
regularly indicate higher aid flows than governments register, and, despite the aspirations of budget
support to align with government systems, it is extremely difficult to get reliable, donor-sourced
disbursement information that matches governments’ fiscal years and budgetary classifications.
Equally, donors are more systematic than governments in reviewing and evaluating such programmes,
and it is important to triangulate donor-sourced information with the experiences of other
stakeholders. Written records are biased to the formal and intended dimensions of GBS, whereas
the way GBS operates informally and in practice may show substantial variance. Nevertheless, the
information assembled in this inventory is an essential base for the GBS evaluation. Country by
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country, it provides evidence for constructing the history and establishing the current dimensions
and likely future trends in GBS to be set in the context of aid flows and relationships more generally.

Implications for the Evaluation of GBS

2.36 In the remainder of this chapter, we reflect on the issues arising for this evaluation from the
perspectives on GBS, internationally and at country level, that we have developed during the inception
phase.

2.37 All the study countries show changing approaches to budget support. Much of the change is
incremental, suggesting scope for tracing the evolution of newer forms and for assessing the extent
to which the pace of change, and the new forms adopted, reflected particular country contexts.

2.38 At the same time, strong international influences are at work: most notably, the evolution of
PRSP approaches directly linked to the context of debt relief and the HIPC initiative in particular.
One of the study countries (Uganda) was clearly ahead of the international trend towards partnership
GBS (a pioneer). In other cases, the introduction of partnership GBS is at least partly an attempt to
create an institutional context that in Uganda appeared as a precondition. This raises important
issues for investigation, concerning the sequencing of reforms, the balance between demand and
supply factors in the propagation of partnership GBS, and the consequent implications for ownership.
The salience of HIPC as a motivation for governments to adopt PRSs raises questions about the
degree of government ownership and the commitment involved, given the strong financial incentive
to meet HIPC criteria.

2.39 Case-study countries show very different degrees of penetration of partnership GBS (in terms
of the length of the partnership GBS history, the absolute and proportional volumes of aid involved,
and the range of donors engaged). In at least three of the case-study countries (Vietnam, Nicaragua
and Malawi) partnership GBS initiatives are so recent, or unconsummated, that there is no possibility
at all of tracing any effects all the way to impact on poverty reduction. Here the appropriate focus
for evaluation would seem to be on the relevance of moves towards partnership GBS, and what can
be learned about entry conditions and interactions among stakeholders, by the early experiences of
GBS. (Failures as well as successes can be instructive.) In some others (Mozambique, Uganda)
partnership GBS dominates the aid landscape, at least in terms of aid management institutions and
dialogue, though not necessarily overshadowing other aid modalities in financial terms. There is
much more scope in such cases to take the evaluation to the level of outputs and outcomes, at least.
Also the range of experience represented invites investigation of the extent to which the evolution
of GBS reflects lesson learning within and across countries.

2.40 Compilation and inspection of the inventory also suggests patterns across countries in
individual donors’ characteristic approaches to partnership GBS. It will be important to understand
the factors behind different donors’ predispositions, and to check the extent to which they may be
modified at country level through interaction with the preferences of governments (in different
political and economic contexts) and through interaction with other donors (coalition formation
and peer pressure are clearly significant factors in modifying donor approaches).

2.41 A further line of enquiry is suggested, in order to try to understand the different rates of
adoption of partnership GBS across countries: to what extent do donors respond to partner country
preferences in respect of the aid modalities that they adopt (including GBS) and more particularly,
do donors apply the same criteria consistently across countries in their use of GBS and the conditions
they apply to it?
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2.42 Donors clearly do not all operate with identical perceptions about the objectives or the
instrumentalities of GBS. It is obviously impractical to evaluate separately the financial GBS
inputs of different donors (hence this joint evaluation), but GBS-contributing donors may nevertheless
(a) have significantly different intentions and expectations in providing GBS, and (b) whether or
not for that reason, also adopt significantly different designs of GBS in terms of the conditions,
approach to dialogue, TA inputs and H&A concerns. At the least, this study should not assume that
such differences are immaterial; most likely a careful examination of these differences of detail
will yield significant lessons about the more and less effective ways of approaching partnership
GBS.

2.43 The suggestion that disaggregation may be appropriate on the donor side, so as to explore
differences among and interactions between different donors, has its counterpart on the government
side. It is clearly inappropriate to regard governments as monolithic: indeed the analysis proposed
by the Evaluation Framework centres on the way that GBS may influence incentives within
governments and the wider political process. But there is a further point: it is too simplistic to view
aid and donors as external influences on country systems. They clearly also operate as actors within
those systems, but the degree to which this occurs or is made explicit varies enormously across the
study countries. At one end of the spectrum, the government of Uganda invites its donor partners
to participate directly in the budget formulation process (an explicit quid pro quo codified in a set
of partnership principles), while, at the other, budget formulation processes in Vietnam are opaque
even to many insiders. At both ends of this spectrum donors seek to influence both the short-term
allocation of resources and the long-term evolution of resource allocation systems. There appears
considerable scope to learn lessons from the contrasting experiences of ostensibly similar instruments
(e.g. PRSC:s) across such different institutional environments.

2.44 Against this background, we turn in the next chapter to a consideration of the approach and
methods by which such enquiries may most fruitfully be pursued.
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3. APPROACH AND METHODS - ENHANCED EVALUATION FRAMEWORK

Introduction

3.1 A key requirement for the Inception Report is to present an elaboration of the approach and
methods for the study. The Evaluation Framework provides a foundation for the study, but the
study team is required, in the light of its work during the inception phase, to propose improvements
to the EF and incorporate them in a revised causality framework.?® This chapter (a) notes the
methodological challenges inherent in the evaluation of GBS programmes; (b) outlines the main
features —and the strengths — of the Evaluation Framework; (c) describes the study team’s approach
during the inception phase (the systematic exploration of evaluation issues in the study countries
while checking the ability of the EF to address them); (d) describes the Enhanced Evaluation
Framework (EEF) that has been developed through this process, and how it addresses certain
limitations of the EF; and (e) addresses some additional issues in methodology.

Challenges in GBS Evaluation
Complexity
3.2 The evaluation of GBS programmes is exceptionally complex, in a number of ways:

(a) The initial inputs are themselves complex — a combination of funds with associated
dialogue and conditionality, technical assistance and capacity building, harmonisation
and alignment.

(b) Most of the initial inputs are not discrete (the GBS funds may be clearly and separately
identified, but the other inputs are frequently bundled with non-GBS inputs).

(c) The desired ultimate effects are complex (poverty reduction in a number of dimensions
across diverse countries).

(d) Changes in outcome and impact indicators will be partly (and sometimes dominantly)
the effects of other causes (deliberate effects of non-GBS inputs, or exogenous factors).

(e) The chain of causality is a long one, both conceptually and temporally. Following a
results chain all the way from inputs to impact is known to be challenging, particularly in
moving from outputs to outcomes and impact (see the discussion of the “attribution gap”
in §3.6 below). In any circumstances, the intervals between inputs and their immediate
effects and outputs, outcomes and impacts will be significant. When effects are expected
to result from processes of institutional change, the plausible interval for effects to be
manifested is longer still. Moreover, results may be such that they are measurable only
periodically and with difficulty; this lengthens the interval, in practice, before results can
be ascertained. In some cases, moreover, confidence in the reliability of a link from
hypothetical causes to observed effects may require repeated observations and evidence
that the effect is persistent.

(f) In the case of GBS, many of the intermediate effects postulated are not in themselves
straightforward to measure, let alone to attribute proportionately to multiple causes
particularly in a dynamic context where GBS is only one of the influences on systems
that are continually changing.

(g) The logic of causation is often itself controversial (for example, even if it could be
demonstrated that GBS leads to the adoption of a particular policy designed to reduce
poverty, the appropriateness and efficacy of the policy — either generally or in a particular

% The TOR refer to a “causality tree” but MG comments on the first draft of this IR acknowledge that “causality
framework” is a more appropriate term. See {3.14 below.
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country context — may well be disputed).
(h) Last, but not least, the choice and the construction of appropriate counterfactuals (what
would have happened if GBS had not happened?) is both difficult and controversial.

Basic Evaluation Principles
3.3 Complexity, in itself, does not make the basic principles of a sound evaluation any less relevant.
Thus:

» The DAC evaluation criteria (Box 3.1) remain essential.

» It becomes even more important to distinguish as rigorously as possible, at all stages of
the enquiry, between findings (facts), conclusions (interpretation of the facts, drawing on
the judgement of the evaluators), and recommendations (reasoned advice based on the
evaluation findings and conclusions).?

» Assessment has to be made against an appropriate and explicitly identified counterfactual.
This has both a conceptual dimension (what is the relevant alternative to the with-
programme situation that the evaluators should consider?) and a practical one (is it
practically possible to reconstruct a plausible without-programme situation?).?’
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The five DAC evaluation criteria are:

» [Effectiveness: The extent to which the development intervention’s objectives were
achieved, or are expected to be achieved, taking into account their relative importance.

» Efficiency: A measure of how economically resources/inputs (funds, expertise, time,
etc.) are converted to results.

* Relevance: The extent to which the objectives of a development intervention are consistent
with beneficiaries’ requirements, country needs, global priorities and partners’ and donors’
policies.

» Impacts: Positive and negative, primary and secondary long-term effects produced by a
development intervention, directly or indirectly, intended or unintended.

* Sustainability: The continuation of benefits from a development intervention after major
development assistance has been completed. The probability of continued long-term
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Causality and Attribution®
3.4 When causality is complex, the characteristic challenge for an evaluator is that of attribution:
» Can a particular observed effect be attributed to a particular observed cause?
o If so, to what extent? (Is it a major or minor cause? Is it a sufficient or a necessary cause?
and so forth.)
» What degree of confidence in the attribution is justified?

3.5 The standard approach requires a careful construction of the logic of the programme (this

26 This is reflected in the reporting structure adopted (see Chapter 4 and Annex J).

27 Appropriate counterfactuals are considered further in the final section of this chapter.

2 As appended to the GBS study TOR (all taken from Glossary of Key Terms in Evaluation and Results Based
Management. OECD-DAC (DAC Working Party on Aid Evaluation), Paris 2002).

» See Mayne, J. (1999). Addressing Attribution Through Contribution Analysis: Using Performance Measures Sensibly.
Ottawa: Officer of the Auditor General of Canada (Discussion Paper). Attribution analysis and causality analysis are
not (as implied in some of the comments on IR2) alternative techniques but two sides of the same coin.

18



Approach and Methods - Enhanced Evaluation Framework

may be variously termed a logical framework, a causality tree, a results chain, a logic chart, etc.).
The logic chart spells out what a (project or) programme is trying to achieve, and enables the logic
to be systematically (and consistently) tested. Crucially, by spelling out the links in the chain of
results, this approach allows the different links to be separately tested.

3.6 GTZ have noted in the context of projects and programmes that an attribution gap exists:
Up to the level of ‘use of outputs’ attribution is relatively easy in most cases. However as we climb
the levels of ‘outcomes’ and ‘impacts’ external factors that cannot be influenced by projects and
programmes become increasingly important. The attribution gap widens up to an extent where the
observed changes cannot be directly related to project inputs any more.>’

3.7 The attribution gap is arguably more problematic for an intervention such as General Budget
Support than it is for projects. Whereas with projects the immediate effect of project activities can
often be readily discerned, with GBS the immediate effects may not always be clear since the
intended effects lie at a system-wide level. Thus the problem of attribution becomes a serious one
at an earlier level of the intervention logic. One response to the attribution gap is to monitor only
up to outcome level. In the case of GBS that is unsatisfactory because attribution problems already
exist at that level and the goal of GBS is quite clearly at a level beyond that. Rather, the approach
must be to recognise that attribution is an issue at all levels, to avoid the trap of equating temporal
sequence with causality, to use careful triangulation techniques, and always explicitly to consider
the possibility that results observed may be attributable to factors outside the GBS programme.

3.8 Two prime requirements are thus:

» To set out clearly the logic that is being tested, why the particular hypotheses that are
embodied in this logic are being tested, the types of evidence that are appropriate in testing
them, and the degree of confidence with which particular attributions may be made.

» To be as transparent as possible about the process by which the evaluators proceed from
findings to conclusions and (eventually) recommendations.

3.9 A third requirement is to optimise the learning potential from the evaluation by identifying
and focusing on a manageable number of main lines of enquiry. The scale and the complexity of
GBS programmes mean that the number of possible causal chains is indefinitely large. The evaluation
must select a sub-set for close examination based on the concerns of stakeholders, the evaluability
of particular sub-chains, and the potential to add significantly to what is already known. At the
same time, it must be clear how particular sub-chains fit into the overall logic of the programme, so
that they contribute systematically to the overall assessment, both within and across the sample
countries. This issue is taken up in Chapter 4, but we first proceed with the construction of a robust
overall framework for the evaluation.

Strengths and Limitations of the Evaluation Framework?

Origins and Outline of the Evaluation Framework

3.10 The Evaluation Framework was commissioned on behalf of the OECD DAC Evaluation
Network. It draws on an earlier GBS Evaluability Study*? produced for the Evaluation Department

30 GTZ (2004) Results Based Monitoring: Guidelines for Technical Cooperation Projects and Programmes.

31 Booth, D. and Lawson, A. (2004). Evaluation Framework for General Budget Support. London: ODI.

3 Lawson, A., Booth, D., Harding, A., Hoole, D. and Naschold, F. (2002). General Budget Support Evaluability
Study, Phase 1: Final Synthesis Report. Oxford and London: Oxford Policy Management and ODI.
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of UK DFID. The expectations, priorities and objectives of budget support have been unpacked
and discussed in the EF which is:
... intended as a practical tool that can be used to guide a number of country-level joint
evaluations. The ultimate purpose of these exercises is to assess whether GBS is a relevant,
efficient, effective and sustainable mechanism for poverty reduction.
... an effort to set out in a systematic way the principal claims made on behalf of General
Budget Support as a modality of poverty-oriented aid, spelling out the implied causal links in
Logical-Framework fashion. (EF §S2, and §2)

3.11 The logical framework approach is not new to this field* but the Evaluation Framework is an
elaborate and rigorous version, based on a very specific set of hypotheses about how GBS is meant
to work. Annex C provides a comprehensive summary, and the full Evaluation Framework takes
this to an impressive level of detail. Key features are:

e The standard logical sequence of five Levels (Inputs, Immediate Effects,* Outputs,
Outcomes and Impacts) as depicted in Figure 3.1.

» The identification of two main sets of effects: flow-of-funds effects and institutional effects.

» Provision of detailed guidelines for research questions and approaches at each level of the
framework, based on assessing whether postulated effects of GBS are present and asking
additional questions relating to attribution and the counterfactual.

» Reliance on a pragmatic combination of quantitative and qualitative approaches, with cross-
checking and triangulation.

» Treatment of factors outside the main hypothesised chain of effects as assumptions and
risks (though these are to be explicitly considered in asking why/why not questions related
to attribution).

» The EF is designed for country-level evaluations, though, by providing a standard
methodology, it is intended to facilitate a series of comparable country case-studies.

TOR Requirements for Refinement of the EF

3.12 The TOR (§5.3) make clear that the EF is an essential platform for the present evaluation,

but that it is not to be used uncritically:
The Framework is more general and broader in scope than the specific focus of this evaluation.
Hence, it should be used as the basis and logical structure to the key themes and issues of the
evaluation and to the proposed approach and method, but requires further details to become
specific to the country case studies and this evaluation.
During the inception phase, the consultants shall, firstly assess the Framework in relation to
the types and approaches of GBS in the different case-study countries and their objectives
and conditions, and suggest any changes and/or additions to the Framework.
Secondly, with a focus on GBS (identified types, approaches and objectives), the evaluation
team should break the Framework down into a causality tree. The tree should show the links
between the different inputs and the results on the different levels and also the links and
hierarchy between the different results and expected effects that are currently presented at
the same level. Possible gaps and important inter-linkages and/or interdependencies should
be highlighted and analysed and used in identifying the key themes and issues of the evaluation
and when refining the approach and method. Furthermore, it is important to make explicit
the intended as well as unintended positive and negative effects of GBS including major
areas of risk and how they relate into the causality tree.

3 «Activities” is a common alternative designation for this level.
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A single causality tree should be developed during the inception phase. This tree will be
applicable to all country studies to allow cross-country lessons in the thematic and synthesis
reports. However, different parts of the tree may be more or less relevant (but still considered)
for the different case-study countries and the links may be more or less strong.

3.13 In their comments on the first draft of this inception report the Management Group describe
the task thus:
A further elaboration of the approach and methods, including a comprehensive causality tree
to be used as a framework (as hypotheses to be tested) during the remainder of the study.
Making a ‘causality tree’ — causality framework is possibly a better name — includes:
(i) Unpacking the GBS inputs,
(i1) Identifying the expected result chains from the inputs to the levels 2 to 5 from the EF,
and
(iii) Defining the evidence to be looked for in order to evaluate whether the intended effects,
outputs, outcomes and impact did materialise. (Management Group (2005) §1.8.)
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Figure 3.1: GBS Evaluation Framework (simplified version)
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Source: Booth & Lawson 2004.
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3.14 We agree that causality framework is a better name, because there are in practice two different,
though complementary requirements. The first is actually to take a broader view than the EF does
of what elements are relevant to be included within the evaluation.* The second (informed by the
first) is to spell out, in causality tree fashion, particular, and more detailed results chains that merit
special attention, and define the relevant evidence to be looked for accordingly. It thus makes
sense to insist (a) on a single overall causality framework to guide all the country evaluations, and
(b) that the location of each of the results chains being investigated is clearly mapped onto the
overall framework; but (c) it is not practical to depict all relevant sub-chains in detail on the same
diagram or matrix.

The IDD Approach

3.15 The approach adopted by the IDD team has sought to build on the impressive strengths of the
Evaluation Framework, while enhancing it with a number of linked analyses. This approach was
outlined in the IDD proposal and has been elaborated in the course of inception work. The IDD
team has benefited from, and greatly appreciates, the close collaboration of the ODI team (including
the original authors of the Evaluation Framework), which has been undertaking a separate evaluation
of GBS in Tanzania based on the EF.%

3.16 The IDD team® has been organised into interlocking country teams and an overall synthesis
team which reflects five main analytical perspectives: partnership analysis, macroeconomic analysis,
analysis of public finance management (PFM), institutional analysis, and poverty analysis. The
five analyses were selected because each provides a different perspective on the relevance,
effectiveness, efficiency, impact and sustainability of GBS. Triangulation among these analyses, as
well as triangulation of indicators within them, is intended as a means throughout the study to
check findings and to develop a more complex and rounded understanding of the influence of GBS
on governmental systems, financial flows, institutional realities, service delivery and poverty. These
analytical perspectives are in no sense an alternative to the Evaluation Framework; rather they are
a systematic approach (a) to using it and (b) to verifying its utility.

3.17 These five perspectives have been complemented by systematic attention to the four cross-
cutting issues (CClIs) identified in the TOR — democracy & human rights, gender, HIV/AIDS and
the environment: see Annex H for full details on the approach to, and conclusions from, the review
of CClIs at the inception stage. Thus the approach throughout the inception phase has been to use
the EF as a platform, and to use the five analyses as perspective, simultaneously checking what the
key issues are, and how well the EF works as a means of evaluating them.

3.18 Inception visits to the case-study countries gathered details of GBS and related programmes

% The TOR reference to the EF being “more general and broader in scope than the present evaluation” is best understood
as referring to the EF’s tendency towards operating as a comparative evaluation of competing aid modalities; in other
respects, as discussed below, it may actually adopt too narrow an interpretation of the relevant factors to be incorporated
within the evaluation.

3 Booth, D., Lawson, A., Williamson, T., Wangwe, S. and Msuya, M.: Joint Evaluation of General Budget Support
Tanzania 1995-2004. [2004a] Inception Report; [2004b] Phase 2 Report. Preliminary Assessment of Efficiency &
Effectiveness of Budget Support and recommendations for improvements; [2004c] Final Report. Reports to the
Government of Tanzania and to the Poverty Reduction Budget Support (PRBS) Development Partners. Dar es Salaam
and London: Daima Associates Limited and ODI.

37 See Annex B for details of the study team and their topics and countries of focus.
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(see the inventory of GBS at Annex E), introduced the study to key contacts in government, donor
offices and civil society through workshops and individual meetings, collected essential documents
(see Annex D for general and specific bibliographical material) and identified the main developments
in government—donor relationships in GBS over the last decade. Progress reports and interim country
reports (though not formal deliverables of the evaluation) analysed initial information in terms of
the five analyses and evaluation framework, recorded initial ideas regarding important causal relations
in GBS programmes (as contributions to the causality framework), and suggested priorities for the
fieldwork phase.

3.19 In the process of preparing this inception report, we further explored causality relations from
the perspectives of the five analyses, using knowledge gained from the inception visits. This
influenced our perception of how the EF needs to be further developed, and refined our judgment
of the appropriate focus of some of the five analyses (and CCIs). The two results of this process are
the Enhanced Evaluation Framework (EEF) that is explained in the next section, and the key
evaluation questions (Chapter 4).

The Enhanced Evaluation Framework

Assessment of the Evaluation Framework

3.20 Like any logic chart, the Evaluation Framework is a considered simplification. Simplification
is necessary in order to make the task of evaluation more manageable, but there is also a risk of
obscuring, or assuming away, elements that it would be better to keep in view. The more debatable
simplifications in the Evaluation Framework are as follows:

(a) Itdoes not systematically address entry conditions. By what criteria is a country deemed
to be (and remain) eligible for GBS? In practice there is a great deal of debate as to what
are and should be such criteria, both for initial provision of GBS and for its possible
interruption or termination. What are the different contexts in which GBS may be adopted,
and how do they influence the design of GBS?

(b) Although it unbundles the GBS inputs (into funds, dialogue, conditionality, TA,
harmonisation and alignment), it does not take into account that the non-financial inputs
are commonly themselves bundled with non-GBS inputs and activities. (For example:
harmonisation and alignment activities related to GBS are often part and parcel of broader
H&A efforts; significant TA that supports GBS objectives is often provided through project
modalities and rather tenuously linked to the GBS funds.)

(c) Ittreats GBS donors as a homogeneous group (almost as a single actor). (This is thus one
example where it ignores interactions within a level.) Moreover, its language implies
that there are GBS-donors and other donors, whereas in practice the GBS donors
themselves also provide aid through other modalities.

(d) Itis oriented towards a comparison (and contrast) of GBS with other modalities, but does
not systematically explore the interactions between GBS and these modalities. (These
can work both ways: the effectiveness of GBS may depend on complementary projects,
e.g. for TA and capacity building; at the same time, improvements in policies or in
institutions that are attributable to GBS may also make non-GBS aid more effective.)

(e) In keeping with the previous simplifications, it generally treats “new GBS” as a single
design. Moreover, it imposes the evaluators’ normative logic (what the objectives of
GBS should be), and the fact that some of the donors may see the logic differently — both
from the evaluators and from each other — is discarded. It might be argued that this is
consistent with the joint donor approach to evaluation: donors accept that it is not
appropriate or practical to attribute the results of GBS separately to individual donors;
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(®)

€y

(h)

nevertheless (i) their different approaches may influence different designs of GBS, which
are a legitimate concern for evaluators, and (ii) their different expectations may affect
how they perceive and react to the performance of GBS, and hence its sustainability as an
approach.

This last point relates to the issues of feedback and circularity. The Evaluation Framework
essentially portrays the logic as one-directional — from inputs to impact. However, GBS
is part of policy and budgetary systems (both the government’s and the donors’) that are
characteristically circular: successive inputs are influenced by feedback from earlier inputs.
There is an additional circularity within the logic of GBS itself: improvements in many
of the factors that are treated as minimum requirements for GBS to be feasible (e.g. a
government’s basic fiduciary standards) are themselves regarded as part of what GBS
can accomplish (its outputs and outcomes).

It is much stronger on the “PFM-focused” aspects of the logic (discretion to formulate
and manage budgets, etc.), and on the immediate flow-of-funds effects, than on the less
“mechanical” effects; for example, the causality chains for the expected changes in policies
that influence growth are not spelt out.

A consequence of these and other simplifications is that many key influences on the
performance of GBS are treated as assumptions and not well-specified.

3.21 The EF is also rather weak on the time-scale for effects. There are important leads and lags
throughout: at what interval should an input of GBS have an impact on the volume of service
delivery? on the quality of service delivery? on income poverty? GBS is meant to stimulate
institutional change, but this takes time and requires learning, and so forth. This is an issue that has
important design implications for GBS. For example, if donors seek a design that rewards a
government’s performance in using GBS, it is rather important to take account of the time intervals
between elements of the results chain (see earlier discussion, §3.2(¢e)).

Overview of the Enhanced Evaluation Framework
3.22 An Enhanced Evaluation Framework (EEF) is schematically presented in Figure 3.2. Init we
address the shortcomings of the original Evaluation Framework as follows:

(a)

(b)

A new “Level 0” is introduced so that design context and entry conditions can be

systematically addressed:

» From a donor perspective, it is important to consider factors that make a partner
government eligible for GBS.

+ It is also important, though, to consider the criteria that make a donor willing to
commence (and to persist with) a GBS programme.

*  Where minimum standards are concerned, they may provide a benchmark for later
performance evaluation.

 Itisimportant to consider feedback to the donor, and to the donor’s constituents, since
this will affect the continuity and durability of GBS as a modality.

There is more recognition in Level 1 (inputs) of parallel inputs, both from donors and

from government. It is not intended to expand the scope of evaluation to cover all aid or

all government inputs, but there are several reasons to make these inputs more visible:

» Some are impossible to unbundle (as already noted).

+ Just as it is impractical to separate the effects of different donor inputs, so it may be
necessary first to consider the combined effects of GBS and government inputs, before
proceeding to attribute (a proportion of) those effects to GBS.

« Ithighlights the importance of considering the interactions (positive as well as negative)
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between modalities.
« Itdepicts the close link between dialogue and conditionality (it is not helpful to consider
formal conditionality in isolation).

(c) The effects from Levels 2 through 4 (Immediate Effects/Activities, Outputs, Outcomes)
are conceived as three streams, not just two (funds, institutions, and also policies). It is
stressed that these are not seen as separate compartments: as depicted in the diagram,
there are systematic interactions between funds, policies and institutions. However, explicit
inclusion of policy as a causal mechanism helps resolve some of the difficulties in the EF
(for example, that “public actions to address market failures” appear at Level 4 of the EF
without any real explanation of the intervening transmission mechanism).

(d) The different poverty dimensions at Level 5 (impact) are unpacked. This recognises that
different causal chains may influence some of the different dimensions. Notably, public
expenditures may have a direct impact on education, health and other dimensions where
government services can play a direct role, while income poverty is less susceptible to
such direct effects, and the drivers of empowerment are as much political as economic.
The EEF presentation highlights the fact that the different dimensions need to be separately
considered.

(e) Feedback loops (from Level 5 and intervening levels) are depicted. This is consistent
with the earlier observation that GBS programmes are characteristically iterative. Special
attention should be paid to the systems for M&E at each level. (The “how measured?”
question applies at all levels of the framework.) Such monitoring is of course an important
source of information from which to assess the effects of GBS. More immediately, what
is being monitored, by whom, and how, are factors that have a direct bearing on the
relevance and sustainability of the design of GBS programmes. Although it is impossible
to include a time scale within the diagram (because different intervals apply to different
components), systematic attention to the feedback loops will bring this consideration to
the fore.

3.23 There is still a parallel set of “external factors/assumptions” as in the EF, but a lot has been
taken out of it and made more explicit.

Using the EEF

3.24 This Enhanced Evaluation Framework answers to the broader parts of the TOR specifications
(3.12-3.14 above). It addresses the systemic weaknesses in the Evaluation Framework that were
our starting point, and it provides a more comprehensive framework, common to all the study
countries, for showing how key sub-chains of the evaluation relate to each other. It does not discard
the specific hypotheses that were embodied in the original EF, but allows them too to be set in a
broader context, to be more rigorously posed and tested, and to be supplemented by additional
hypotheses at different levels of detail. This task is carried forward in the identification of key
evaluation questions in the next chapter, and also in Annex G, where we present a comprehensive
revision of the detailed Evaluation Framework (corresponding to, and supplanting, the EF’s Chapter
6: The Evaluation Framework in Detail).
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Additional Methodological Issues

Standard Terminology

3.25 Inception work has highlighted the lack of standard definitions and common understandings
surrounding GBS (not only the definitions of GBS and other forms of programme aid but also those
of a wide range of related terms that are employed in the discussion). This clouds the debate, with
much talking at cross-purposes. Moreover, a standard approach across the study countries requires
care that the IDD study teams are all using the same definitions.

3.26 Annex F (Terminology) provides a common reference point for the study teams. Wherever
possible we adhere to standard DAC terminology, but there are important areas that this does not
cover. We expect that further refinement of definitions and classifications in certain areas (e.g.
conditionality, predictability) will be required as we take the evaluation to further levels of detail.

Counterfactuals

3.27 Any evaluation requires consideration of the counterfactual, and the evaluation will be
meaningful only if the counterfactual is a relevant one. In the case of GBS, because it is so complex
and the evaluation is many-layered, it would be inappropriate to think in terms of a single overall
counterfactual. Rather, it is appropriate to consider what is the appropriate counterfactual for each
of the sub-enquiries that make up the overall study.

3.28 For aggregate flow of funds and budgetary effects, it is certainly appropriate to ask if GBS is
additional or a substitute for other forms of aid, and frame the counterfactual accordingly. (GBS
may be a substitution now but considered as a possible addition in future, in which case both
alternatives could be considered.) Of course, deciding what is the appropriate counterfactual, in
principle, does not mean necessarily that it is practical to model one in econometric detail. For
budgetary effects we should ask — even if we decide we cannot answer — what is the marginal effect
of GBS on public expenditure, taking fungibility into account? At the same time, it is important
always to consider whether, for the purposes under investigation, GBS is materially different from
other forms of aid. (For example, it is not immediately clear, when Dutch disease is at issue, that
the effects of more GBS should be considered any differently than the effects of the same amount
of aid in a different form.) It is important not to stray towards the Herculean task of evaluating aid
as such.

3.29 For assessing relevance and appropriate design of GBS, we have to take account of donor
intentions and rationales: if GBS is put forward as a corrective to certain deficiencies in other forms
of aid (high transaction costs, say), then a relevant counterfactual is persistence with those forms of
aid, and we have to ask both whether the original diagnosis was correct (previous modality did
have the characteristics identified) and whether GBS performs better in the relevant dimensions. In
doing so we will pay attention, as already noted, to interactions, both positive and negative, between
different forms of aid.*

3.30 There are also aspects of GBS where the appropriate comparator will be alternative designs

¥ This resonates with the March 2005 Paris Declaration, endorsed by all member organisations of the SG:
We acknowledge that enhancing the effectiveness of aid is feasible and necessary across all aid modalities. In
determining the most effective modalities of aid delivery, we will be guided by development strategies and
priorities established by partner countries. Individually and collectively, we will choose and design appropriate
and complementary modalities so as to maximise their combined effectiveness.

28



Approach and Methods - Enhanced Evaluation Framework

of GBS itself. Even here, though, we have already noted that many of the dimensions of GBS are
common to GBS and other modalities. As the TOR observe:
The shift to GBS has also resulted in increased attention to key issues of development co-
operation such as ownership, partnership, transaction costs, coordination and alignment,
which make an evaluation of GBS highly relevant to the development cooperation context in
general. (TOR §2.3)
It is highly likely that GBS-specific findings related to such aspects will also be relevant to the
choice and design of a wider range of aid instruments.*

3.31 This approach to counterfactuals is reflected in the guidance on key evaluation questions,
which are the central concern of the next chapter.

¥ See Annex F (Terminology) for more on the distinction between aid modalities and aid instruments, and for a
classification of the most relevant dimensions of aid instrument design.

29






Key Evaluation Questions

4. KEY EVALUATION QUESTIONS

Introduction
4.1 This chapter sets out the main evaluation questions to be addressed through the Enhanced
Evaluation Framework. The Revised Inception Report noted the need for further refinement and
prioritisation of evaluation questions prior to field work. The present chapter has been thoroughly
re-drafted in the light of further work prior to and during the Field Preparation Workshop (2627
April 2005). It deals with:

» Causality hypotheses and the detailed evaluation questions at each level.

» The prioritisation of enquiries within the evaluation.

» Principal causality chains and a causality map.

» Key evaluation questions.

» The structure for country reports.

» Cross-cutting issues and themes.

» The limitations of the evaluation.

Main Causality Hypotheses and Detailed Evaluation Questions

4.2 Box 4.1 shows, for each level of the logical framework, the main effects that are hypothesised
to result from GBS. These draw on the hypotheses depicted in the original Evaluation Framework,
but have been elaborated to reflect the wider considerations introduced by the Enhanced Evaluation
Framework (see Chapter 3 above). These hypothesised effects form the first column (the “logical
sequence”) of the detailed evaluation questions which are presented in Annex G.

4.3 As well as the logical sequence depicted in Box 4.1, Annex G sets out:
 the general questions appropriate to each level of the EEF (these are linked to the OECD
DAC evaluation criteria);
 specific questions (and relevant indicators) related to each of the numbered links in the
logical sequence;
« the principal assumptions to be checked by the evaluators at each level.

4.4  Annex G thus corresponds to Chapter 6 of the original EF (“The Evaluation Framework in
Detail”). It has been thoroughly revised to reflect the causality hypotheses in this chapter, to sharpen
and streamline the associated evaluation questions and indicators, and to incorporate the evaluation
questions suggested by the review of cross-cutting issues (Annex H). Annex G nevertheless remains
a work in progress (as is normal in such cases — the equivalent section of the original EF makes the
same point).
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Box 4.1: Enhanced Evaluation Framework — Logical Sequence of Effects

Level 1 (the design)

1. Adequate quantity and quality of inputs are provided by new GBS:
1.1 Funds
1.2 Policy dialogue
1.3 Conditionality
1.4 TA/capacity building linked to
e PFM
e Pro-poor sectoral policies and good governance
1.5 Alignment and harmonisation
e [Ps’ alignment to government goals and system
e |Ps’ harmonisation

Level 2 (the immediate effects/activities)

2.1 More external resources for the government budget (additionality)
2.2 Proportion of external funds subject to national budget process increased (increased
fungibility)
2.3 Increase in predictability of external funding of national budget
2.4 Policy dialogue and conditionalities focused on pro-poor policy framework and improved PFM
2.5 TA/capacity building established to:
e improve PFM processes including budgeting, accounting, financial control, audit
¢ improve the linkage between PFM and pro-poor sectoral policies and good governance
2.6 Actions to ensure IPs’ alignment are in place
Actions and agreements to improve IPs’ harmonisation are in place

Level 3 (the outputs)

3.1 Increased resources for service delivery:
e External resources are treated as additional
¢ Cost of funding budget deficit reduced
3.2 Partner government is encouraged and empowered to strengthen PFM and government
systems:
¢ To use the budget to bring public sector programmes into line with government goals, systems and
cycles (PRSP/MTEF)
e To set up performance monitoring systems to measure the effectiveness of public expenditure at the
level of the final beneficiaries
e To promote alignment and harmonisation by IPs
3.3 Partner government is encouraged and empowered to strengthen pro-poor policies:
e To establish and execute an adequate sequence of reforms to ensure macro-economic stability and
private sector development
e To establish and execute pro-poor policies and targeting in health, education, agricultural and rural
development
e To enhance social inclusion policies, through decentralisation and participation of the civil society,
reform of the administration of justice and respect for human rights
3.4 Improved aggregate fiscal discipline:
e More predictable funding flows
e Incidence of liquidity shortfalls reduced, hence less use of Central Bank overdrafts and less
accumulation of arrears
3.5 Operational efficiency of public expenditure is enhanced:
¢ By reductions in certain types of transaction costs to partner government (e.g., non-standard
procurement systems, brain-drain effects of parallel project management structures)
e Better planning, execution and oversight reduces wasteful spending, controls corruption better,
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3.6 Allocative efficiency of public expenditure is enhanced:
¢ By a more effective budget process: multi-year, results oriented, transparent, participatory; with
effective execution and audit; with an adequate tracking system
¢ By increased capture of project funds in budget
¢ By stakeholders taking the domestic budget more seriously (because that’s where the money is)
3.7 Intra-government incentives and capacities are strengthened:
¢ Official reporting lines are more respected (vertical through government to cabinet, not horizontal
to IPs)
e Public-service performance incentives are strengthened, so that policies are made and implemented,
audit and procurement systems work, and corruption is reduced
3.8 Democratic accountability is enhanced:
e Greater role of parliament in monitoring budget results
e Accountability through domestic institutions for IP-financed spending is enhanced
¢ Conditions for all-round democratisation are thereby improved, including the trust of people in their
government and hence their level of expectations

Level 4 (the outcomes)

4.1 Macroeconomic environment is favourable to private investment and growth:
e Inflation controlled
e Realistic exchange rate attained
¢ Fiscal deficit and level of domestic borrowing sustainable and not crowding out private investment
4.2 Regulation of private initiative works to ensure business confidence, equity, efficiency and
sustainability:
e Policies on corruption, property rights resolutely pursued
e Market-friendly institutions developed
4.3 More resources flowing to service delivery agencies
4.4 Appropriate sector policies include public actions to address major market failures, including
those arising from gender inequalities
4.5 More effective and accountable government improves administration of justice and respect for
human rights, as well as general confidence of people in government
4.6 More conducive growth enhancing environment
4.7 Public services effectively delivered and pro-poor:
e Service delivery targets met for key pro-poor services
e Evidence of increased use of services by poor (including poor women)

Level 5 (the impact)

5.1 Income poverty reduction
5.2 Non-income poverty reduction
5.3 Empowerment and social inclusion of poor people

Focusing and Prioritising the Evaluation

4.5 Box 4.1 follows from the main causal hypotheses proposed or implied by advocates of GBS.
It is clear that these are potentially very broad in scope, and give rise to a very large number of
possible lines of enquiry when detailed causal mechanisms (causality sub-chains) are taken into
account. It is neither practical nor appropriate to investigate all the possible sub-chains with the
same intensity.

4.6  In prioritising among possible enquiries within the overall evaluation it is appropriate to
consider:

o Significance of the issue (potential value-added from the evaluation): how interested are

stakeholders in the issue, and can the lessons learned potentially make a difference to the
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effectiveness of future GBS?

o Susceptibility to evaluation: this may relate to methodological issues, to the availability of
data (and cost of collecting it), and also to whether there is a sufficient history of GBS
(altogether or in a specific country) to support an evaluation to the level implied.

» The available resources and time-scale of the study.

4.7  The precise focus and emphasis of the evaluation may differ between study countries, according
to their different circumstances and interests (indeed, as discussed in Chapter 2, this is essential
given the range of GBS experience and the particularly short history of partnership GBS in some of
the study countries), but all will be related to the common structure of the EEF. The rest of this
chapter sets out a common causality map and detailed evaluation questions which are common to
all the study countries and which are tightly linked to the structure for the Country Reports.

Principal Causality Chains and Causality Map

4.8 The Revised Inception Report noted:
Particular issues to be investigated will correspond to causality sub-chains within the EEF,
and such sub-chains may function both within and across levels. In each case, we will identify
the levels involved and locate the sub-chain on the overall “map” that is provided by the
schematic view of the EEF in Figure 3.2 (previous chapter).

4.9 This is done in Figure 4.1, which maps the causality hypotheses implicit in Box 4.1 (and
Annex G) onto the schematic EEF of Figure 3.2. The arrows do not show every possible causal
link but are used to highlight what we judge to be the principal ones for investigation. In turn, the
key evaluation questions (see below) are cross-referenced to particular causality sub-chains depicted
in Figure 4.1. We must stress that this identification of principal sub-chains is preliminary: it may
well be that other sub-chains, or particular variants within a sub-chain, will emerge as particularly
important in some or all of the study countries, while some sub-chains that are prominent in the
rationale for GBS will turn out not to be significant in practice. Figure 4.1 is a guide to enquiry, not
(yet) a presentation of results.

Key Evaluation Questions

4.10 Box 4.2 summarises the nine key evaluation questions (EQs), which will structure the field
work and the country reports. These EQs have been deliberately framed so as to (a) follow an
appropriate sequence through the levels of the EEF, (b) cover all areas of the EEF as depicted in
Figure 3.2, with a minimum of overlap, and (c) to focus on the principal causality sub-chains
depicted in Figure 4.1. Annex K, which complements Annex G, provides much fuller details: it
sets out judgement criteria, relevant evidence and sources of data for each EQ. It also suggests the
appropriate counterfactuals for each EQ, consistent with the approach to counterfactuals described
in Chapter 3.

Structure for Country Reports

4.11 The structure for reports needs to strike a balance between the rigour imposed by any logical
framework and the natural boundaries of the topics under discussion. As noted, this has been taken
into account in framing the EQs. Annex J sets out the detailed report structure for the Country
Reports, and this is summarised in Box 4.3.

4.12 Part A of each Country Report provides the context for partnership GBS, including identifying
relevant GBS and related programmes and describing their evolution in the light of the attitudes

and expectations of national and international partners (ILevel Zeroofthe EEF)
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4.13 Part B is the analytical section (there will be no recommendations in this Part). The first nine
chapters in Part B each respond to one of the key Evaluation Questions summarised in Box 4.2. In
each case the chapter will (briefly):
(a) Relate the scope of the chapter to the EEF (which levels and streams of the EEF is it
mainly concerned with?).
(b) Note the main causal hypothesis (hypotheses) that is (are) being tested (cf. the causality
sub-chains identified in Box 4.2).
(c) Note any special challenges in attribution associated with the hypothesis(es).
(d) Present relevant findings (facts).
(e) Draw overall conclusions based on the judgement criteria of the EQ matrix (Annex K).
In doing so, evaluators will indicate both.
— The strength of the apparent causal link from partnership GBS (PGBS) to a particular
effect (no effect, weak, moderate, strong);
— The evaluators’ confidence in the attribution (high confidence, medium confidence,
low confidence).

4.14 A tenth analytical chapter (not based on a separate EQ) requires teams to draw together
findings relating to a number of cross-cutting issues and themes, based primarily on the analysis
performed for each of the EQs (see the next section for discussion of the principal cross-cutting
issues and themes identified).
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Box 4 3- Phapfnr Structure of r‘nnhh‘y pprr\nrfc

Executive Summary

Part A:  Context/Description
Al. Introduction and Conceptual Framework for the Evaluation
A2. The Context for Budget Support in [Country]
A3. The Evolution of Partnership GBS in [Country]

Part B:  Evaluation Questions: Analysis and Main Findings
B1. The Relevance of Partnership GBS
B2. The Effects of Partnership GBS on Harmonisation and Alignment
B3. The Effects of Partnership GBS on Public Expenditures
B4. The Effects of Partnership GBS on Planning and Budgeting Systems
B5. The Effects of Partnership GBS on Policies and Policy Processes
B6. The Effects of Partnership GBS on Macroeconomic Performance
B7. The Effects of Partnership GBS on the Delivery of Public Services
B8. The Effects of Partnership GBS on Poverty Reduction
B9. The Sustainability of Partnership GBS and its Effects
B10. Major Cross-Cutting Issues and Themes

Part C: Synthesis — Overall Conclusions and Recommendations
C1. Synthesis of Evaluation Conclusions

______Annexes

Source: Annex J.

4.15 Part C of each Country Report (CR) will develop an overall assessment of partnership GBS
in the case-study country, built up from (and systematically cross-referenced to) the component
assessments in Part B. The focus will be on which approaches to GBS appear to have worked/not
worked at country level and why: it is the Synthesis stage which will address the “in what country
contexts” element of the TOR. This part will include preliminary recommendations at country
level, together with tentative suggestions towards the cross-country synthesis. The draft CRs are, in
the first instance, an input to the Synthesis Note workshop (see Chapter 5 for full explanation of the
study sequence). Country level recommendations will be finalised only after the SN workshop and
the SG review of the SN and CRs.

4.16 Annexes will be used to present detailed supporting evidence, where necessary, in order to
keep the main text as concise as possible.

4.17 1t is anticipated that the Synthesis Report will follow a similar structure, but this will be
subject to review at the Synthesis Note workshop (see Chapter 5).

Cross-Cutting Issues and Themes
4.18 The TOR identifies four cross-cutting issues (CCls) — gender, environment, HIV/AIDS, and
democracy & human rights. The approach to these CCls within the evaluation is fully described in
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Annex H, and they will be considered, as appropriate, under each of the EQs. The final chapter in
the analytical section of the Country Reports will be used to draw together, and if necessary amplify,
findings on these CCls.

4.19 The same chapter will also be used to provide a consolidated treatment and additional analysis
of a number of other major issues and themes which cut across several EQs, and/or which have
been highlighted as especially significant. These include:

Decentralisation (in particular how decentralisation affects and is affected by different
designs of GBS).

Government capacity and capacity building (considered both as a prerequisite for and an
objective of partnership GBS). This links to the issue of absorptive capacity and implications
for GBS as a modality for the proposed scaling up of aid.

The balance between public and private sectors and how this may be influenced by GBS.
The effect of GBS on transaction costs in aid management. (It is important to take an
overall perspective on transaction costs, including the relevant transaction costs of
expenditure and implementation at levels 2 and 3, and not only the negotiation and
management transaction costs at levels 0 and 1.)

Corruption and its implications for the sustainability of GBS and the risks attached to it.
Ownership (including a disaggregation of ownership issues —e.g. who on the government
side is the owner and what does this imply for relationships and effectiveness of partnership
GBS?).

Democratic accountability and whether/when accountability to donors detracts from or
reinforces the strengthening of institutions for democratic accountability.

Limitations of the Evaluation
4.20 It is important to keep in mind the following inherent limitations of this evaluation:

While it is important for evaluators to validate whether there has been an increase in
poverty-related budgeting, and to review its effectiveness at local levels, it is neither practical
nor appropriate to undertake original analyses of the determinants of poverty, and we also
have to rely for the most part on secondary sources for our analysis of poverty levels and
trends, and indeed many other relevant indicators.

The evaluation is not about the effectiveness of aid per se. It about whether GBS is an
effective way of delivering aid (in which contexts and with which designs).

As already noted, given the time-scale (the short period during which partnership GBS
has been in place, even in the countries where it is well established), the study will clearly
be able to say rather more about relevance and design than about effectiveness and impact.
Taking the preceding points together, in considering the relevance of GBS and particular
approaches to it, the study will draw on standard theories (about drivers of poverty reduction,
about effective PFM, and so forth), e.g. the theories embodied in DAC guidelines and
other standard sources to which (by and large) the GBS donors subscribe.

This links to a general point: it is appropriate for the study to focus largely on second order
issues (e.g. how do CClIs enter the dialogue? how is poverty monitored? are private sector
issues considered in dialogue, in policy analysis, in monitoring? and so on) since it is at
this level that it will be possible to consider whether the dynamics of GBS address such
issues directly and indirectly.

4.21 We are mindful that this is not intended to be a comparative evaluation of GBS against other
aid modalities, and we have already indicated that such a stark question is in any case at odds with
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the subtleties and dynamics of the aid relationships that we observe. However, it is important also
to check that the evidential standards by which GBS is evaluated are not substantially more (or
less) demanding than the standards that it is possible to apply to the evaluation of other forms of

aid.

4.22 A final note is in order on the limitations of the type of evaluation framework that forms the
core of the methodology for this study. As one of the internal quality assurance reviewers for this
study has noted:

The wish to impose a formal structure could be taken too far:

a.

For reasons set out in the inception report, it is in the nature of GBS that it is supposed to
have systemic effects on government activities and programmes which are subject to
numerous other influences — perhaps unfortunately, but inevitably this means that
attribution must always require an element of judgment which must take account of the
macro setting, and that judgment must be in light of the particular national conditions.
Even if this were “narrow” economics, attributing cause and effect of such a general
intervention would be very difficult. However, at its very core, GBS is about political
economy — the key intention (and question) relates to shifts in political behaviour
(government decision-making quite broadly defined) as a result of a change of mode of
aid delivery. This involves interpretation of politicalladministrative processes, the use of
a log-frame or causality tree approach may prove to be too mechanical to pick up the
subtleties of institutional change.

[1t is important therefore] not to push the effort for a formal, more or less rigid, framework
too far, which might lead [the study] to miss the complexities that result from the diversity of
institutional arrangements and political economy in the countries being studied.
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S.  WORK PLAN

Introduction

5.1  Work during the inception phase (described in §3.15-3.19 of Chapter 3) has provided a strong
platform for the remainder of the study. A wealth of country-level and more general material has
already been collected. This includes, but is not limited to, what appears in the (informal) country
inception reports.*’ The present chapter explains the work plan — the process for producing the
remaining outputs of the study in a way that adequately addresses the issues highlighted in Chapter
4 on the basis of the methodology described in Chapter 3. This chapter (a) presents the revised
timetable for delivering the major outputs of the study; (b) explains the process aspects of ensuring
the quality and comparability of the study’s findings; and (c) discusses the remaining stages and
outputs in more detail.

Overall Timetable

5.2 Figure 5.1 shows the revised timetable for the remainder of the study, as agreed by the study
team with the Management Group. The stages following the submission of the revised inception
report are summarised in Box 5.1 below. As shown in Figure 5.1, there is some overlap in the dates
of these stages, and activities within stages are often concurrent.

Box 5.1: Main Study Phases and Activities, Post-Inception
Stage (dates) Activities

Preparation for Field Studies e MG and SG review of revised Inception Report; final revision of IR

(14 March — 30 April 2005) in response to comments
e  Further preparation of detailed field study guidelines

e  Field study preparation workshop (2627 April)

Country Field Studies e 7 country field visits between May and July (see Annex I for details
(May — July 2005) of proposed country timing and focus)
e  Submission of draft country reports

Field Study Synthesis e  Review and quality assurance of draft Country Reports (CRs), and
and Overall Synthesis Report submission to MG (all submitted by 12 September)
(July — November 2005) e  Synthesis Note (SN) workshop (28 July)

e Drafting of SN; submission to MG by 12 September

e  SG meeting on CRs and SN (week of 3 October)

Study Finalisation and e  Finalisation of Country Reports (all submitted by 14 November)
Dissemination e Drafting of Synthesis Report (submission to MG by 21 November)
(December 2005 — March 2006) e  SG meeting on Synthesis Report (week of 12 December)

e  Final draft SR to MG (week of 9 January 2006)

e Preparation of Note on Approach and Methods (submitted by
23 January 2006)

e  Dissemination Conference (14—15 March 2006)

4 The first draft of this Inception Report included more detail of this country-level material. Subsequent drafts have
focused more strictly on the study methodology and the main issues that emerge from the inception work.
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Quality Assurance and Comparability
Internal Quality Assurance
5.3 The following quality assurance measures are in place:*

(a)

(b)

(c)
(d)

(e

(®)

€y

A core team of subject specialists, which interlocks with the country study teams, so that
country work plans and drafts are systematically reviewed from all the different analytical
perspectives represented in the core team, while all the core team members also participate
in field work in at least one of the study countries.

An additional panel of specialists in the cross-cutting issues (democracy and human rights,
gender, HIV/AIDS, and environment) has helped to develop the study methodology, and
will also review the Synthesis Note and the Synthesis Report.

The core team includes a decentralisation specialist, who will participate in one of the
field studies and advise on all aspects of decentralisation issues.

A two-person panel of distinguished experts reviews all substantive drafts before their
formal submission to MG/SG. (In practice, the study also submits drafts for informal
peer review to other experts, from within and outside the organisations that constitute the
study consortium, at no cost to the client.)

The study is also supported by two evaluation specialists (one of whom also acts as a
quality assurance reviewer of substantive drafts). One of these specialists focuses
particularly on the evaluation methodology embodied in the EEF. The second will
participate in, and facilitate, the field preparation workshop and the synthesis note
workshop with particular attention to standardising approaches across countries.

The study team leader is committed virtually full-time to the study throughout its core
period (from May through September 2005). A full-time research assistant provides
additional support, and the study is also able to draw on corporate support from IDD and
other members of the consortium.

The study team regards close consultation and cooperation with the Management Group,
based on transparency, as a further important aspect of quality assurance.

Ensuring that the Country Studies can be Synthesised

5.4  The country studies are required to be high-quality reports in their own right and of practical
value to partner governments and other stakeholders at country level. This means that they must
take into account the particular context and concerns of each participating country. At the same
time it must be possible to synthesise the country reports so as to draw valid conclusions that
transcend individual country experiences. Measures to ensure both the quality and the comparability
of the country reports include:

(a)
(b)

(c)
(d)

e

(®)

Application in all cases of the common EEF (Chapter 3, and detailed in Annex G).

The common set of key Evaluation Questions and the common report structure described
in Chapter 4 and detailed in Annexes J and K.

The use of consistent terminology (see Annex F).

Workshops for the core team prior to field work to ensure that study guidelines and
research instruments are standardised and understood the same way (see Box 5.2).
Particular attention in the field study workshop to the adoption of the standard methodology
and the rigorous observance of good practice in evaluation (with reference to DAC and
other guidelines).

Reference to standard international benchmarks where these are relevant (including the

41 See Annex B for full details of personnel and their assigned roles.
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Public Expenditure and Financial Accountability (PEFA) indicators for PFM, OECD
DAC guidelines on donor harmonisation and alignment, and the summary governance
indicators published by the World Bank). However, such benchmarking systems need to
be used very judiciously: they should inform, but cannot substitute for, the evaluators’
considered assessment.

(g) A standard format for the country reports (see Annex J).

(h) Testing the draft country report format by the preparing a “prototype” for Uganda.*?

(1) Country team leaders will be required to prepare a “zero draft” (a country-specific detailed
outline) of the country reports prior to commencement of the field visits. This will ensure
a thorough stocktaking of what material is already available (both from secondary sources
and from the initial field visits), and what may need to be followed up during the country
visits (in addition to the particular additional areas of focus identified for each country).
It will also enable the full draft country reports to be prepared more rapidly after the field
visits.

Stakeholder Consultation

5.5 Consultation with appropriate stakeholders is an essential aspect of the study. Their views
and experiences are not only an important part of what is to be researched, but an important guide
in ensuring that the study focuses on lesson-learning in the areas that concern them. Formal
consultations with the MG and SG are built into the study timetable already described. Additional
consultation and interaction will occur at country level:

 Informally, through interviews and meetings as part of the research.

* More formally, through systematic liaison with the country reference groups that have
been established.

» Through workshops during the field visits: these have to be guided by the wishes and
availability of the country stakeholders (led by the government), but the field teams will
aim, as a minimum, to provide a detailed briefing on the study so far at the beginning of
the field visit, and to hold a more formal workshop (or workshops) towards the end of the
field work. The latter workshops will be designed to allow the study team to present its
work in progress, to highlight key issues or controversies, and to promote further detailed
discussion by a range of stakeholders.*

» Through the sharing of draft working papers and reports with the country reference groups.
(The team notes that formal dissemination of all reports requires the prior approval of the
MG, particularly if any preliminary recommendations are included, and expects that SG
members will liaise with their country-level staff to ensure that appropriate protocols are
followed in the distribution and citation of any drafts.)

Field Studies and the Country Reports
5.6 The key steps involved in the field studies and Country Report (CR) preparation are shown in

4 See Annex B for full details of personnel and their assigned roles.

42 Tt was not possible to prepare a complete prototype before the field preparation workshop, but work on it revealed
potential problems in the detailed EEF and in the IR2 country report structure, and fed directly into the elaboration of
the EEF, the report structure and the EQs now reflected in Annexes G, J and K respectively.

4 As noted in Annex H, the CCIs will feature systematically in such workshops.

4 CT = Country Team; CTL = Country Team Leader; TL= [overall study] Team Leader; QA = Quality Assurance.
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Box 5.2: Main Steps in Field Studies and Country Report Preparation

Steps

By

Comment

Preparation for Field Work
e Scheduling of country visits

Finalising field study guidelines
- Final revision of IR

- Refinement of Annex G (EEF in
detail)

- Refinement of CR outline

Field preparation workshop

- Plan workshop

CTLs, liaising
with country
contacts

TL

QA and
Synthesis Team
TL [and Uganda
team]|

TL, Synthesis

Country preferences are decisive with regards to
the timing of visits. Tentative schedules shown
in Annex I to be confirmed once IR is accepted.

Upon receipt of MG/SG comments (IR itself is
an important manual for the study teams).
Further refinement/elaboration, prior to and at
the Field Preparation Workshop.

Outline to be tested with Uganda "zero draft"
and refined on the basis of experience and
workshop comments.

This draws on the experiences of the initial
workshop (13-14 September 2004), and the
inception workshop (23-24 February 2005).

Planning team to include evaluation specialists

Team and QA and workshop facilitator.
- Participate in workshop Synthesis Team
and CTLs
e Additional central support TL and Synthesis
Team [plus]
- Work on PEFA indicators [PFM team, Collate basic minimum sub-set of PFM
liaising with indicators across all study countries [in liaison
CTs] with PEFA].
- Web site [Web site Reorganise web site, and place on it copies of
manager] (or links to) all key documents, at both country
and synthesis levels.
e Additional preparation by
country teams
- Review country-level secondary CTLs Linked, inter alia, to cross-country studies
material identified in Annex D, and to development of
internal web site.
- Prepare detailed country outline CTLs For review by TL prior to field visit.
Field Work
e Country Research CTs Special country focus indicated in Annex I
e In-country consultation CTs In-country workshops, etc.

Country Report Drafting & Review
® Report drafting
- Full draft CR

- Revised draft CR

® Report review

Informal circulation to country
reference group

Internal team review

Quality assurance
MG and SG

CTL [with CT]

CTL

CTL to circulate

Synthesis Team

QA
MG

To be submitted to TL within 3 weeks from
completion of field work.
After MG/SG comments and after Synthesis
Note stage (see Box 5.3).

(At or prior to submission of full draft)
following guidelines agreed with MG and
country reference group.

Formally, on submission of full draft (ST also to
provide informal support during drafting).
Comments on full draft.

See schedule in Figure 5.1.
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Box 5.2.4

The Synthesis Note

5.7 The Synthesis Note (SN) is an important bridge between the Country Reports and the Synthesis

Report. As described in the TOR (§6, §5.4.3):
The Synthesis Note shall summarise the main findings of the field missions. The note should
address all key issues and themes agreed in the inception phase. The note should be succinct
and mainly constitute a basis for a SG meeting to prepare the synthesis phase. The note will
not be published as a self-standing report.
This note will ... allow for discussions and for a first validation of the preliminary findings
before the drafting of the final synthesis report starts.

5.8  Steps concerning the Synthesis Note are shown in Box 5.3. The SN workshop, scheduled for
28 July, is currently planned as an internal workshop for the core study team. It will take place in
Birmingham. Itis intended to review the draft country reports and discuss the issues to be highlighted
in the SN, as well as those to be further developed in the final Synthesis Report. It will also provide
feedback on the draft CRs that will be reflected in their finalisation. The study team considers that
there would be considerable added value in expanding the peer review element of the SN workshop
by inviting selected additional specialists (e.g. academics, aid agency practitioners), although this
is clearly beyond the resources of the study budget itself. Participation by the experts retained to
advise the SG during the study would also be welcomed.

Box 5.3: The Synthesis Note Stage

Steps By Comment
e  Country Reports CTLs See Box 5.2. Some of the field visits will not be
completed before July, and the final date for
submission of all CRs to MG is 12 September.
CTLs for the later studies will ensure that at
least an Executive Summary of Main Findings is
available for the SN workshop.
e  Synthesis Note Workshop
- Preparation TL and QA To prepare and facilitate effective workshop that
(evaluation specialist) | extracts main lessons from country research and
prepares basis for Synthesis Report while also
refining and standardising the CRs.
- Participation Core team [Synthesis
Team and CTLs]
e  Synthesis Note Drafting
and Review
— Draft SN TL and Synthesis Internal draft for QA prior to submission to MG.
Team
— Internal QA QA and CCI SN draft to be reviewed by Cross-Cutting
specialists as well as internal QA.
-~ Review by MG MG To be submitted to MG, along with all CRs by

12 September.

e SG Meeting on Country Week commencing 3 October 2005.

Reports

— Presentation of SN and
CRs

TL and selected core
team members

SN as key focus for discussion of field findings
and SR issues and requirements.

46




Work Plan

The Synthesis Report

5.9 The Synthesis Report (SR) is the most important output of the study. It is intended to be more

than a summary of the Country Studies and to provide global lessons and recommendations to

donors and partner Governments at both operational and policy levels (TOR §5.1). It is further

described as follows (TOR §6):
The Synthesis Report should be based on the country reports and the thematic reports as well
as other relevant documents including the literature review. It is important that the data,
findings, conclusions, lessons and recommendations of the country evaluations and the
thematic evaluations are effectively used when drafting the synthesis report. The synthesis
report should include references to the other reports and clearly account for the evidence on
which it is based. Furthermore, the synthesis report should not only summarise the findings
of the country evaluations and the thematic evaluations but should add another level of analysis
to draw out the more general trends, findings, conclusions, lessons and recommendations
about the future use of GBS, both operationally and at the policy level.

5.10 It does not now appear that thematic studies formally linked to the main GBS evaluation will
have taken place by the time the SR is prepared.*® Nevertheless, there is a great deal of relevant
recent and ongoing work, under the auspices of the DAC, SPA and other bodies, by individual
agencies, academics and NGOs, that it would be appropriate to take into account. There is scope
too for checking the experiences of the seven case-study countries against some others where GBS
or similar activities have been the subject of available reports, studies and evaluations. Box 5.4
shows the main steps for preparation and review of the Synthesis Report.

Box 5.4: The Synthesis Report Stage

Steps By Comment
e  Synthesis Note and See Box 5.3: this will be the platform from
Workshop which preparation of the SR will start.
¢  SG Meeting Week of 3 October — to review SN and CRs and

provide further guidance on the SR.
e Drafting and Review of SR
Preparation of draft SR TL With Synthesis

Team

- Review of draft SR CTLs, CClI specialists | Thorough internal review before submission to
and QA MG (21 November 2005).

- SG meeting on SR Presentation by TL Week of 12 December 2005.
and selected team
members

- Response to MG/SG TL Week of 9 January 2006.

comments and final draft
e Dissemination Conference | MG/SG 14/15 March 2006.

4 A parallel SECO study to gather preliminary lessons learned on the best international practice of GBS PAFs is
taking place, and its preliminary and final outputs are being shared with the GBS study teams.
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The Note on Approach and Methods

5.11 The final output to be delivered by the study team is a Note on Approach and Methods:
A note discussing the approaches and methods used in the evaluation, and in particular the
experiences of using the Evaluation Framework, should be developed at the completion of
the evaluation. This note should provide lessons for future evaluations of GBS and feed into
the development of guidelines for evaluation of GBS. (TOR §6)

5.12 This note will be prepared by the study Team Leader, in consultation with other members of
the study team.
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ANNEX A: TERMS OF REFERENCE
1. INTRODUCTION

The preparations for this evaluation started in late 2001 when the UK Department for International
Development (DFID) launched an Evaluability Study of General Budget Support (GBS). This
initiative followed from the increased financial as well as political importance of GBS. The aim
was to explore the evaluability of GBS and develop an Evaluation Framework, which would
subsequently be applied in a joint-evaluation of GBS.

The Evaluation Framework (see Fig. 2 and [Annex C]) resulting from this Evaluability Study, has
been extensively discussed at an informal two-day workshop on ‘Evaluating General Budget Support’
in Glasgow, 3-4 March 2003, hosted by DFID Evaluation Department under the aegis of the DAC
Network on Development Evaluation;
e A one-day workshop in Kampala, 28" May 2003, hosted by the Ministry of Finance,
Planning and Economic Development of Uganda, where preliminary testing of the
Framework had been undertaken.

The workshops clearly indicated that further evaluation activities on GBS were needed and
demanded. Moreover, participants strongly supported the view that as GBS is a joint-partner
instrument for delivering resources to a country, it makes sense to conduct the evaluation jointly.

Accordingly, a meeting of the DAC Network on Development Evaluation in Paris, 24-28 March
2003, endorsed the creation of a technical working group for preparing the joint evaluation of GBS,
and more precisely to prepare a planning workshop, which was held in Brighton 14-15 October
2003. The workshop, which was hosted by DFID Evaluation Department, brought together over
forty evaluation specialists, economists and policy makers from a range of bilateral and multilateral
agencies. The planning workshop agreed the scope and focus of the evaluation and established a
Management Group (MG) and Steering Group (SG) and the joint evaluation of GBS was formally
launched.

2.  BACKGROUND

2.1 General definition of budget support and GBS

As defined for the purpose of this evaluation, programme aid can be divided into food aid and
financial programme aid. Financial programme aid includes both budget support and balance of
payments support (such as debt relief and import support). Budget support in turn can be divided
into sector budget support and general budget support (GBS).

The general characteristics of budget support are that it is channelled directly to partner governments
using their own allocation, procurement and accounting systems, and that it is not linked to specific
project activities. All types of budget support include a lump sum transfer of foreign exchange;
differences then arise on the extent of earmarking and on levels and focus of the policy dialogue
and conditionality.

51



Annex A: Terms of Reference

Fig. I Programme Aid

Programme Aid

v |

| Financial Programme Aid | | Food Programme Aid |
Budget Support’ Balance of Payments
Support
General Budget Sector Budget Debt Relief Import Support
Support (GBS) Support

GBS covers financial assistance as a contribution to the overall budget with conditionality focused
on improving public financial management and the effectiveness of the overall budget. GBS is
direct, meaning that the currency provided generates an amount of local currency of equivalent
value, but without any requirements regarding the justification of the use of the foreign exchange in
the form of import documentation, as free convertibility of the domestic currency is permitted.?
GBS funds are in principal un-earmarked in the sense that the funds may be virtually accounted for
against certain sectors but there are no formal limitations on where funds may actually be spent.?
However the precise nature and definition of GBS may differ among donors, among partner countries
and over time.*

A GBS programme normally comprises four elements: 1) the funds, which in most cases are disbursed
in different tranches linked to the fulfilment of objectives; 2) the policy dialogue; 3) the conditions
attached to the support; and 4) technical assistance and/or capacity building activities often linked
to public financial/expenditure management.

2.2 Development of budget support

In the 1980s and early 1990s, financial programme aid, i.e. budget support and balance of payments
support, was widely used mainly in relation to structural adjustment programmes. A general trend
can be identified throughout this period from balance of payments support towards budget support
and towards increased financial and political importance of budget support.

' [Referred to as direct budget support in Booth and Lawson, 2004.]

? Indirect budget support is provided through import programmes or food aid, i.e. it is provided in kind or in the form
of a currency facility and requires the justification of the use of the foreign exchange through import documents and
a counter-value fund in local currency.

* In practice it might be difficult to distinguish between un-earmarked, virtual and real earmarked GBS, hence the
application of a pragmatic approach to the fieldwork as outlined in section 3.2. [See also definitions of earmarked
and un-earmarked budget support in Annex F.]

* This explains the significant difficulties with data on GBS as found by Lanser, P., (2004) “Inventory of Programme
Aid 1992-2001; Preparatory Study for the planned joint evaluation of General Budget Support” , ECORYS-NEI Research
and Consulting, Rotterdam
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The approach and principles of budget support have also developed and changed since the mid-
1990s. Several studies and evaluations in the late 1990s and beginning 2000s have increased the
awareness of donors and partner countries that traditional forms of conditionality (which were
often linked to structural adjustment programmes, mainly defined by the donors and which were
intended to drive domestic reforms) have been less effective than expected. There is now widespread
recognition that domestic political considerations are the prime factor in determining economic
and political reform and that development needs to be addressed jointly. Consequently, donors are
expected to move from using conditionality as a “stick” to using conditionality as an agreed set of
milestones between the partner government and the donors.

Furthermore, the existence of PRSPs has shifted the focus towards partner country owned objectives
and strategies and towards mainly untargeted GBS, implying that GBS should be partnership based
and support country ownership. Furthermore, the fight against poverty should be at the centre of
macroeconomic reform programmes increasing the focus on pro-poor expenditure and in particular
on protecting spending in social sectors. There is also a consensus to prioritise institution building
(strengthening democratic accountability and transparency) and sound management of public finances
(including macroeconomic stability).

GBS is also increasingly seen as an alternative to more traditional project-based development
cooperation. This follows from the increased awareness of the problems of traditional development
cooperation in terms of: high transaction costs, unpredictable funding, donor driven priorities leading
to inefficient public spending, and parallel off-budget systems undermining the effectiveness of
government systems and accountability. Hence, a long list of expectations of GBS as an aid instrument
has developed. GBS is expected to focus on and support:

e Improved coordination and harmonisation among donors and alignment with partner
country systems (including budget systems and result systems) and policies.

» Lower transaction costs.

» Higher allocative efficiency of public expenditures as (i) aid resources are increasingly on
budget and spending is better prioritised against priority (PRS) targets, (ii) the policy
dialogue is focused on the overall budget allocations rather than particular expenditure
items and (iii) aid is delivered at lower cost (reduced transactions costs and more predictable
aid).

» Greater predictability of funding (to avoid earlier “stop and go” problems of programme
aid).

» Increased effectiveness of the state and public administration as GBS is aligned with and
uses government allocation and financial management systems.

» Improved domestic accountability through increased focus on the Government’s own
accountability channels.

The above listed expectations, priorities and objectives of budget support have been further unpacked
and discussed in the Evaluation Framework.

2.3 Reasons for the evaluation

There are several reasons for commissioning a joint-evaluation of GBS now. As described above,
budget support has increased in importance both financially and politically over the last ten years
with a further shift over recent years towards GBS. At the same time there have been few
comprehensive evaluations providing evidence on the actual results of GBS and its relevance,

53



Annex A: Terms of Reference

efficiency and effectiveness in different local contexts. The shift to GBS has also resulted in increased
attention to key issues of development co-operation such as ownership, partnership, transaction
costs, coordination and alignment, which make an evaluation of GBS highly relevant to the
development cooperation context in general.

What distinguishes this evaluation is also that it is explicitly designed as a cooperative effort of
multiple agencies, that it is more concerned with the overall roles, processes and results of GBS
than with the specific results of a particular country’s or agency’s funds. In the preparation of the
evaluation there was firm agreement on the need to commission and conduct this evaluation jointly
because: GBS is partnership based; the focus is on jointly funded programmes; the purpose is to
evaluate the combined GBS contribution of a number of donors; the evaluation targets high-level
development objectives that are influenced by the collaborative efforts of several actors; and the
financial support is “pooled” making it difficult (impossible) to distinguish one donor from the
other.

2.4 Participating organisations and management

To assure broad participation in the conceptualisation, oversight and management of this evaluation,
the commissioning organisations have constituted a Steering Group (SG) and a Management Group
(MG). Furthermore, to assure broader learning and knowledge generation, the DAC Network on
Development Evaluation is establishing a “learning platform™ for this and other evaluations of
programme aid.

Country Reference Groups should also be established in the case study countries. The options for
arranging these groups should be discussed and agreed with the partner country representatives. It
is important that broad participation is sought, including civil society. Where possible, existing
groups should be used.

The SG includes representatives of the participating organisations and of the invited partner
countries.’ The SG, which is chaired by the Evaluation Department of DFID, will be convened at
key moments in the evaluation process for review, discussion and oversight of the evaluation,
concentrating on verifying the strategic direction of the evaluation and the respect for the Terms of
Reference.

The MG, which comprises the Evaluation Department of DFID, the Evaluation Unit of EuropeAid
at the European Commission, the Department of Evaluation and Internal Audit at the Swedish
International Development Cooperation Agency (Sida) and the Policy and Operations Evaluation
Department of the Netherlands Ministry of Foreign Affairs, is mandated by the SG to take day-to-
day decisions and to be responsible for the ongoing management of the evaluation. The evaluation
team will report to, and work closely with the MG, who reports to the SG.

3 Members of the SG as of April 2004

Governments of: Burkina Faso, Malawi, Nicaragua, Rwanda, Uganda and Vietnam.

Australia, Belgium, Canada (CIDA), Denmark, European Commission, France, Germany (BMZ), Inter-American
Development Bank (IADB), the IMF, Ireland, Japan (JBIC, MoFA), the Netherlands, New Zealand, Norway, OECD/
DAC, Spain, Sweden (Sida), Switzerland (SECO), United Kingdom (DFID), USA (USAID), the World Bank.
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3. PURPOSE, SUBJECT AND SCOPE

3.1 Purpose of the evaluation

The purpose of the evaluation is to evaluate to what extent, and under what circumstances (in what
country contexts), GBS is relevant, efficient and effective for achieving sustainable impacts on
poverty reduction and growth.® The evaluation should be forward looking and focused on providing
lessons learned while also addressing joint donor accountability at the country level.

The evaluation is expected to identify evidence, best practice, lessons and recommendations regarding
to what extent, how, why and when (in what contexts) GBS has reached and/or could reach the
intended (and unintended) objectives and fulfil the expectations. This should inform and serve as
useful inputs (i) to the implementation of future GBS operations, (ii) to possible changes in policy,
approach and/or methods, and (iii) to support decisions on when/where GBS is the appropriate and
relevant instrument in a particular context. The evaluation should also contribute to further
development of the Evaluation Framework and to general guidelines for the evaluation of GBS.

The primary target groups of the evaluation are donor agencies engaged in GBS, or planning to
initiate GBS programmes, and the governments in the case study countries. However, the evaluation
should also generate results of interest to a wider audience including governmental and civil society
partners in both partner and donor countries.

3.2 Subject of the evaluation

The subject of the evaluation is GBS, i.e. the analysis, the lessons learned, and the recommendations
should be focused on GBS as an aid instrument. Other types of programme aid such as food aid,
balance of payments support (import support and debt relief) and sector budget support are not the
subject of the evaluation. However, these other types of programme aid often interact with GBS
and support the same objectives. Hence, to understand and learn about GBS and to make a correct
assessment of its effectiveness and efficiency, it is crucial that the evaluation considers and studies
other types of aid (bilateral and multilateral), and in particular other forms of financial programme
aid, in the context of GBS.

While the term GBS is widely used, the precise definition differs between the agencies. The inventory
of programme aid commissioned by the Policy and Operation Evaluations Department of the
Netherlands Ministry of Foreign Affairs showed that there is a lack of internationally agreed
definitions on the different types of programme aid, including GBS, and that it is difficult to obtain
reliable data on programme aid.” Hence, the evaluation team should apply a pragmatic approach in
the inception phase, analysing and discussing the types of GBS® provided by the different bilateral
donors and the IFIs’ to the case study countries and the implications of the identified differences for
the focus, approach and methodology of the evaluation.

The evaluation cannot and should not seek to identify the specific contributions of the different
agencies, but should evaluate the effectiveness of different approaches to GBS, such as the use of
conditionality (ex ante and/or ex post), the use of indicators (process and/or results), the use of

¢ See the DAC definitions of the five evaluation criteria (effectiveness, efficiency, relevance, sustainability and impact).
[Annex F]

7 Ministry of Foreign Affairs the Netherlands, Policy and Operations Evaluation Department (2003 b).

8 To include ODA including grants and concessional loans as appropriate.

? International Financial Institutions — Regional Development Banks, World Bank and IMF.
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Technical Assistance (purpose and extent), the type of policy dialogue (focus and channels), existence
and use of coordination and harmonisation forums, models for delivering/tranching funds, and exit
strategies.

3.3 Scope of the evaluation

The evaluation should cover the implementation and the results of GBS during the period 1994-
2004. Country evaluations will be conducted in eight partner countries including confirmed
participation from: Burkina Faso, Malawi, Nicaragua, Rwanda, Uganda and Vietnam. Mozambique
will most probably be the seventh country case study while, at the time of finalising this Terms of
Reference, the participation of the eighth country, Papua New Guinea, has not been confirmed.
These countries cannot be seen as a representative sample of the different regions or of all partner
countries that receive GBS, but they illustrate different experiences of GBS and different country
contexts and they have been selected to maximise the lesson learning opportunities from the
evaluation.

4. THE ASSIGNMENT: KEY THEMES AND ISSUES

As explained in chapter one the Evaluation Framework was developed to be applied in this joint
evaluation. Hence, the Evaluation Framework, as presented in Figures 1 and 3 in

[Annex C] and in Figures 2 (summary) and 4 in this Terms of Reference, is the main reference for
the evaluation and should constitute the basis for the evaluation methodology.!°

The report presenting the Evaluation Framework [Annex C], including also evaluation questions
and general recommendations on how to conduct joint evaluations of GBS is not part of this Terms
of Reference but is an important background document. This Terms of Reference has priority over
that document (see further 5.2).

As explained in 5.2 the Framework is general and needs to be further developed to become specific
to this evaluation and to the country evaluations. Hence, based on this Terms of Reference
(specifically 4.1-4.5), the literature review (see 5.1.1) and the findings of the inception phase, a
more detailed list of issues and themes should be developed and agreed during the inception phase
(see chapter 5 and chapter 6) ensuring that all priority aspects are considered and included in the
evaluation.

The following sections are based on the purpose and scope of the evaluation and the Evaluation
Framework and define further the assignment in terms of priority areas to be covered by the
evaluation.

4.1 The levels of the Evaluation Framework

The evaluation should assess the effectiveness of the different approaches to GBS, which firstly
implies identifying the different approaches. Hence /evels one and two of the Framework are
important to describe and analyse the inputs and immediate effects of the GBS programmes:
disbursement of funds; use and content of dialogue; application of conditionality and indicators (ex
post/ex ante, results/process); focus and use of Technical Assistance (TA); and alignment and

10 References to the Evaluation Framework in this Terms of Reference are referring to the chain of causality (the
logical framework) as presented in figures in Annex C and in the Terms of Reference, not to the whole report. [See
Booth and Lawson, 2004.]
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harmonisation. It is equally important to describe and analyse the GBS policies of the major donors
including the objectives linked to the inputs and exit strategies.

The evaluation should include a description and assessment of the development and evolution of
GBS over the evaluated period and capture important changes regarding the approaches to GBS,
the objectives, the conditionality (including application of conditions) and the rationale for GBS
(selection of GBS eligible countries and eligibility criteria).

Furthermore, the effects and impacts of GBS (the different approaches) on poverty reduction should
be evaluated as far as possible respecting the limits of the evaluation and respecting the fact that
GBS has been in place for a limited period of time in some of the case study countries. The effects
up to level three are assumed to be short or medium term effects. It is thus reasonable to expect
attributable effects of GBS at these levels during the evaluated time period. The outcomes and
impacts of levels four and five are assumed to be longer term. However, the evaluation should also
assess changes at levels four and five attributing to the GBS inputs where possible, and discussing
plausible linkages to the GBS inputs where not. It is also important to discuss potential future
effects on these levels given the findings at levels one to three. The assessment of the changes at
levels four and five should capture the issues specified in the framework, e.g. the effects on public
service delivery, on the investment and business environment and on the role of the state.
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Level One:
Inputs by GBS
Donors

Level Two:
Immediate

effects

Level Three:
Outputs

Level Four:
Outcomes

Level Five:
Impacts

Fig. 2 The Evaluation Framework, a simplified version (see Fig 4. for complete version)

General Budget Support

GBS Conditionality

Alignment to
Funds Government
policies & systems

: TA &

Policy Capacity .

Dialogue Building Hali)n;?;l;ii[lon
Donors

Changed relationship between external assistance

and the national budget/ national policy process:

» % of externally-funded activities and resources subject
to national budget process increased

» Policy dialogue focused on key public policy &
expenditure issues

» TA/ capacity building focused on mainstream
government activities

» External assistance more aligned

» Donor activities more harmonised

External
factors:
assumptions

Positive changes in the financing and institutional

framework for public spending and public policy:

e More favourable budget financing structure (predictable,
fungible resources)

e Partner government empowered

e Increased efficiency in public spending (stronger budget
process, lower transaction costs, capture of project funds)

e Intra-government incentives & capacities strengthened

e Democratic accountability enhanced

Government capacity to reduce poverty enhanced:

» Stable macro environment for private investment and
growth

» Government services effectively delivered and pro-poor

» Regulation of private initiative works to ensure business
confidence, equity, efficiency & sustainability

» Effective regulation and justice in place

» Appropriate public actions to address market failures

—— 1
Poverty reduced
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It is important to capture the full chain of effects (input-output-outcome-impact) to be able to make
a judgement on: 1) the current effects and impacts of GBS; 2) the potential future effects and
impacts of GBS; and 3) the importance of factors in the country context to the observed changes.
This is also very important in order to be able to make an assessment of the sustainability of the
effects and impacts of GBS.

The Evaluation Framework is mainly focused on the intended effects of GBS. However, to ensure
maximum learning is it important that the evaluation assesses the intended and unintended (positive
and negative) effects and impacts of GBS at all levels of the framework.

4.2 Institutional and macroeconomic effects

The evaluation should cover both the institutional and macroeconomic effects of GBS. As regards
the macroeconomic effects it is particularly important to assess 1) the financial effects including
budget allocation and execution (sector allocation, pro-poor spending, discretionary spending,
recurrent/investment spending) as well as domestic revenue and deficit effects;!' 2) the impact on
the balance of payments including import level, capital account and foreign exchange reserves; and
3) the possible effects on macroeconomic indicators (level and variability) such as the inflation
rate, the real exchange rate and the real interest rate. It is also important to capture the institutional
effects at all central and local levels of Government in terms of 1) changes in allocative and operational
efficiency of public expenditures; 2) effects on democratic accountability; and 3) the effects on
public financial (expenditure and revenue) management.

Furthermore, specific attention should be given to assessing how GBS has supported the PRSP
process and the implementation of the PRSP.

4.3 Expectations of GBS as an instrument

The evaluation should assess the process and institutional effects of GBS against the expectations
of GBS as an aid instrument, specifically regarding: the predictability of funding, the transaction
costs (types and levels), partnership and ownership, donor coordination, harmonisation and
alignment.

Donor coordination and harmonisation and alignment of donor processes with the national budget
and planning processes (e.g. PRSP) are key issues in GBS programmes to support partnership and
country ownership and decrease transaction costs (see levels one and two of the Framework). The
evaluation should assess the progress in coordination, harmonisation and alignment and assess the
role of key actors (bilateral donors, IFIs, Government) in the policy dialogue, in particular in relation
to the principles of partnership and country ownership.'?

4.4 Relevance and cross-cutting issues

The evaluation should include an assessment of the relevance of GBS in particular in relation to the
country context (priorities, needs and demands) and in relation to the objectives and problems
addressed."

" Does GBS substitute domestic revenue, increase expenditures and/or decrease the deficit? Is GBS used for debt
repayment and could hence decrease debt service expenditures in the future?

2 The survey of alignment of budget support with PRS processes conducted by the SPA working group on budget
support is an important reference.

I3 Relevance: “The extent to which the objectives of a development intervention are consistent with beneficiaries’
requirements, country needs, global priorities and partners’ and donors’ policies.” [See definitions in Annex F.]
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The evaluation should also address the cross cutting issues of gender equality, environment,
democracy and human rights and HIV/AIDS. The evaluation team should (at the inception stage)
make a proposal of how to treat these questions in the evaluation, including a judgement of the
extent to which these issues can be assessed in a feasible way in the evaluation.

4.5 Attribution and causality

The emphasis of the evaluation is on lesson learning, hence it is very important that an analytical
approach is applied; emphasising the question of attribution to the GBS inputs, activities and
approaches; and analysing the reasons and determining factors behind the observed changes and
developments. The observed changes and developments should in particular be assessed in relation
to:

» The country context, e.g. important changes and developments in the country context,
other types of aid present (bilateral and multilateral), quality of institutions, budgetary
system, level of development, exchange rate system, etc., as well as the regional and global
context, e.g. trends in international trade, oil prices, etc.;'

» The different inputs of GBS: funds, dialogue, TA, conditions (which programme inputs
were the most important factors to the identified changes?);

» The different approaches to GBS (see above);

» The development of GBS over the evaluated period.

5. APPROACH AND METHODS

5.1 Main elements of the evaluation

The main elements of the evaluation are: 1) a comprehensive inception phase; 2) eight country
evaluations including extensive field work resulting in eight country reports; and 3) a synthesis
phase resulting in a final synthesis report including global lessons and recommendations to donors
and partner Governments at both operational and policy levels (see fig. 3).

A literature review summarising existing findings, lessons and recommendations in relation to the
different levels of the Evaluation Framework will be completed in time to feed into the inception
phase of the evaluation. The purpose of the review is to ensure the efficient use of completed and
ongoing studies and evaluations, to identify knowledge gaps and thereby further guide the
identification of key issues and themes for the evaluation. However, even though the review will be
a useful guide, the evaluation team is still responsible for covering all the relevant literature. The
review is contracted and financed separately from this evaluation.

In parallel to the country evaluations, several thematic evaluations will be carried out. The purpose
of the thematic evaluations is to assess in depth some of the key issues of strategic importance to
GBS and hence further support the understanding of GBS. These thematic evaluations will mainly
be based on desk work and existing literature including the literature review and the country
evaluations. Minor additional field work might be included if required. The thematic evaluations
should, together with the country evaluation reports, feed into the final synthesis report. The MG
will identify the themes for the thematic evaluations based on the literature review and the findings
of the inception phase. Coordination and synergies between these thematic evaluations and the
country evaluations should be exploited as far as possible and joint missions considered. The thematic
evaluations will also be contracted and financed separately from this evaluation.

“ When assessing the importance of the context it is particularly important to take into account the alternative aid
instruments available for transferring resources and the long-term objective of poverty reduction.
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Fig. 3 The main elements of the evaluation
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Key:
ICE - Country

\ Evaluations

methods

GBS evaluation l

5.2 General approach
As already stated the Evaluation Framework shall constitute the basis for the evaluation methodology.

The evaluation should be designed so that it i) builds on prior work and insights (see reference list),
ii) assesses the combined contributions of the GBS funding agencies, and iii) recognises both the
interests (policy and operational) of the donor agencies and the partner countries.

The evaluation is primarily a formative evaluation, which will require a combination of several
evaluation strategies and approaches to ensure rigour and independence. It is important that there is
a mix of qualitative and quantitative methods. Interviews with a broad range of actors including
donor and partner country representatives will constitute an important part of the approach.

As clarified in section 3.2 the subject of this joint evaluation is GBS. Furthermore, to make a
correct assessment of the effectiveness and efficiency of GBS, other types of aid existing in the
context of GBS (and in particular other forms of financial programme aid) have to be considered
and studied. However, the evaluation is not designed as a comparative evaluation of different aid
modalities/instruments. " It is recommended that one of the thematic evaluations could take a more
explicitly comparative perspective.

5 The evaluation questions presented in the Evaluation Framework [in Annex C] take more of a comparative perspective
and should, as is explained in chapter 4, be used as background information but should not be understood as part of
the Terms of Reference.
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Furthermore, given the complexity of this evaluation and the evaluation subject, a true counterfactual
analysis, in the sense of a comparative analysis of the observed situation and an observed scenario
of no GBS at all, would be impossible. A fully hypothetical counterfactual is judged to bring little
value. However, as already emphasised in these Terms of Reference, it is important to assess
attribution and causality credibly. This should be done by looking at the effects from different
inputs of GBS (extent and composition) and different GBS approaches over time and countries,
and by carefully studying factors in the context of GBS that are of possible importance to the
efficiency and effectiveness of GBS.

5.3 The Evaluation Framework
The Evaluation Framework (see Figures 2 and 4) presents a structure for undertaking country-level
evaluations of GBS operations. The Framework is divided into five levels to track the cause and
effect links and the time dimension of the effects:
> Level 1: Inputs by GBS donors;
> Level 2: Immediate Effects: Changed relationship between external assistance and national
budget/policy processes;
> Level 3: Outputs: Positive changes in the financing and institutional framework for public
spending and public policy;
> Level 4: Outcomes: Government capacity to reduce poverty enhanced;
> Level 5: Impacts: Poverty reduced.
The Framework is more general and broader in scope than the specific focus of this evaluation.
Hence, it should be used as the basis and logical structure to the key themes and issues of the
evaluation and to the proposed approach and method, but requires further details to become specific
to the country case studies and this evaluation.

During the inception phase, the consultants shall, firstly assess the Framework in relation to the
types and approaches of GBS in the different case study countries and their objectives and conditions,
and suggest any changes and/or additions to the Framework. Secondly, with a focus on GBS
(identified types, approaches and objectives), the evaluation team should break the Framework
down into a causality tree. The tree should show the links between the different inputs and the
results on the different levels and also the links and hierarchy between the different results and
expected effects that are currently presented at the same level. Possible gaps and important inter-
linkages and/or interdependencies should be highlighted and analysed and used in identifying the
key themes and issues of the evaluation and when refining the approach and method. Furthermore,
it is important to make explicit the intended as well as unintended positive and negative effects of
GBS including major areas of risk and how they relate into the causality tree.

A single causality tree should be developed during the inception phase. This tree will be applicable
to all country studies to allow cross-country lessons in the thematic and synthesis reports. However,
different parts of the tree may be more or less relevant (but still considered) for the different case
study countries and the links may be more or less strong.

5.4 Evaluation phases

5.4.1 Inception phase

The purpose of the inception phase is to prepare for the field missions and to further specify the
approach and method of the evaluation. During this phase the evaluation team should gather and
examine all available documents and data. This phase shall also include a comprehensive inception
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visit by the team to each of the case study countries. The end product of the inception phase is the
inception report (see chapter 6).

It is particularly important that the team reviews the types of GBS in the different case study countries
and the different objectives and conditions attached (see also 5.3).

The inception report shall include a further specified focus of the evaluation in terms of a list of
detailed issues and themes. These issues and themes should be identified on the basis of the Terms
of Reference, the literature review, the analysis of the Framework, the causality tree (see 5.2), the
data gathered, stakeholder views in country and the analyses conducted in the inception phase. The
issues and themes should be consistent across the country evaluations, but allowing for country
specific situations to be taken into account.

The evaluation team should also, based on the results of the inception phase, propose a detailed
approach and methodology including: 1) appropriate methods for data and information collection,
e.g. additional literature, interviews both structured and open, questionnaires, seminars or workshops,
the use of indicators etc., indicating any limitations; and 2) appropriate methods of analysis of the
information and data collected, again indicating any limitations and describing how the data should
be cross-checked to validate the analysis.

The evaluation team should present an approach, which assures methodological consistency
throughout the different country evaluations, and which assures that the evaluation will be able to
deliver general lessons and recommendations about the future use and development of the GBS
instrument. At the same time it is important that the evaluation is sensitive to each country’s unique
situation.

It is also important that the evaluation team presents a system of quality assurance across the country
evaluations and synthesis work.

The field phase shall not start before the MG has approved the inception report.

5.4.2 Field phase

Following satisfactory completion of the inception phase and formal acceptance of the inception
report, the field missions can start. The fieldwork shall be undertaken on the basis set out in the
inception report. The fieldwork will mainly include gathering of primary data and interviews with
key persons. The studies should rely on carefully applied qualitative and quantitative methods and
should be data-intensive. If during the course of the fieldwork any significant deviations from the
agreed methodology or schedule are perceived as being necessary, these should be explained to and
agreed with the MG. At the conclusion of the field mission the team shall debrief the partners in the
country on their provisional findings (through stakeholder workshops and written reports as
appropriate).

The tentative time schedule presented in chapter 7 allows for the country evaluations to be divided
into 2-3 phases, and hence the possibility for country team leaders and team members to participate
in several country evaluations to optimise the use of the team resources and the experiences gained.

5.4.3 Country report-writing phase
A draft country report presenting the main findings, conclusions, lessons and recommendations
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should be submitted for each of the eight country evaluations at the latest three weeks after the end
of the respective missions. After comments from the SG, and comments and discussion with the
MG, the reports should be finalised (see further chapter 6 on reporting). The individual country
reports will be published as they are completed to ensure a stream of products.

A note synthesising the main findings of the field phase should be submitted no later than four
weeks after the completion of the last field mission. This note will constitute the basis for a SG
meeting and will allow for discussions and for a first validation of the preliminary findings before
the drafting of the final synthesis report starts.

5.4.4 Synthesis phase
The overall evaluation team leader should start drafting the synthesis report in parallel with
completion of the country reports (see further chapter 6 on reporting).

5.5 Communication and dissemination

As mentioned in earlier sections the emphasis of this evaluation is on lesson learning. Hence, it is
important that the evaluation is designed in a way such as to allow maximum feedback to the
concerned actors throughout the evaluation process. The SG meetings and the end-of-mission
debriefings are key elements of the dissemination and feedback strategy. The evaluation should
also be designed and organised to ensure that learning opportunities external to the SG, such as
workshops in partner countries, are exploited as far as possible. Suggestions for communication
should be included in tenders.

An international conference is planned following the completion of the evaluation. The purpose is
to disseminate the findings of the evaluation and discuss the lessons and recommendations and
their implementation.

The MG, with support from the evaluation team, will be in contact with relevant actors and groups
external to the SG such as the SPA,'¢ the LENPA'” and the DAC'® working groups, and will support
opportunities to discuss and learn from the evaluation.

6. REPORTING

All reports should be succinct whilst capturing sufficient evidence to justify the findings. More
detailed information can be included as annexes. Reports should be submitted as a first draft. After
comments from and discussions with the MG and the SG, the reports should be finalised. The
evaluators should actively respond to comments received from the MG the SG and other stakeholders.
If the evaluators do not agree with some comments they shall explain their reasons in writing if
required by the MG.

An Inception Report shall be submitted at the end of the inception phase providing details of the
proposed approach and methods and specifying the issues and themes to be studied. The Inception
Report shall in particular account for:
» The findings of the first visits to the case study countries, including an overview of GBS
support and possible consequences for the focus, approach and methodology of the
evaluation.

16 Strategic Partnership with Africa

I7 Learning Network on Program-based Approach
8 Development Assistance Committee
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» The application of the Framework (see 5.3), including the developed causality tree.

» The precise focus of the evaluation, i.e. the key issues and themes to be evaluated specifying
any limitations of the evaluation.

» The approach and method, including data gathering and analysis (causality analysis and
triangulation), as well as a specification of indicators and identification of key stakeholder
groups.

» The approach to assessing the cross-cutting issues.

» The approach to ensure that the different case study countries can be easily synthesised.

» The approach to ensure quality assurance throughout the country evaluations and the
synthesis evaluation.

» The detailed work plan, specifying the organisation and time schedule for the evaluation
process — allowing sufficient time for consultation with the SG, MG and other key
stakeholders.

The evaluation team shall develop Country Reports for each of the case study countries presenting
the main findings, conclusions and country specific lessons and recommendations. The Country
Reports should be self-standing and include: a self-standing executive summary, introduction and
background to the evaluation, the approach and methodology applied, a description of the country
context and the development co-operation context, the findings related to the causality tree (different
levels of the Framework) and the evaluation issues and themes specified in the inception report, the
main overall conclusions, recommendations and lessons learned directed both to the donors and the
partner country. A more precise table of contents, common to all country evaluations, should be
agreed with the MG later in the process.

The Synthesis Note shall summarise the main findings of the field missions. The note should address
all key issues and themes agreed in the inception phase. The note should be succinct and mainly
constitute a basis for a SG meeting to prepare the synthesis phase. The note will not be published as
a self-standing report.

The Synthesis Report should be based on the country reports and the thematic reports as well as
other relevant documents including the literature review. It is important that the data, findings,
conclusions, lessons and recommendations of the country evaluations and the thematic evaluations
are effectively used when drafting the synthesis report. The synthesis report should include references
to the other reports and clearly account for the evidence on which it is based. Furthermore, the
synthesis report should not only summarise the findings of the country evaluations and the thematic
evaluations but should add another level of analysis to draw out the more general trends, findings,
conclusions, lessons and recommendations about the future use of GBS, both operationally and at
the policy level.

The synthesis report should include: an executive summary (which can be published as a standalone
summary of the evaluation), introduction and background to the evaluation, the approach and
methodology applied (including the causality tree), a description of the development co-operation
context, the main findings related to the evaluation issues and themes specified in the inception
report, the main overall conclusions and recommendations and lessons learned. A more precise
table of contents should be agreed with the MG later in the process.

A note discussing the approaches and methods used in the evaluation, and in particular the experiences
of using the Evaluation Framework, should be developed at the completion of the evaluation. This
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note should provide lessons for future evaluations of GBS and feed into the development of guidelines
for evaluation of GBS.

All reports must be of very high quality. The findings, analysis, conclusions and recommendations
should be thorough, they should reflect a methodological and thoughtful approach, and the link and
sequence between them should be clear.

All reports shall be written in English except; the country report for Burkina Faso, which should be
drafted and finalised in both French and English; the country report for Nicaragua, which should be
drafted and finalised in Spanish and English; and the country report for Mozambique, which should
be drafted in English, with the final version in English and translated into Portuguese. Subject to
decision by the MG (informed by the SG), the reports will be published and disseminated. The final
reports shall be presented in a way that enables publication without further editing. In particular,
the Executive Summaries should be presented in a way that enables publication as standalone
summaries for broader dissemination without further editing.

7. TIME SCHEDULE

It is envisaged that the evaluation will be completed no later then November 2005. Tendering teams
may propose a revised timetable, including clear rationales for the modifications: mindful of
balancing rigour and quality of the evaluation with pressing policy needs of partner governments
and donor agencies.

Contract awarded Early July 04
Draft Inception Report Mid Oct 04
SG meeting to discuss Draft Inception Report End Oct 04
Thematic evaluations start Nov 04

Final Inception Report End Nov 04
Country evaluations, field missions Dec-March 04
Draft Country Evaluation Reports End March 05
Synthesis note on preliminary findings End March 05
SG meeting to discuss and validate preliminary findings End Apr 05
Final Country Evaluations End May 05
Draft Thematic Evaluation Reports End May 05
Draft Synthesis Report End July 05
Final Thematic Evaluations Oct 05

SG meeting to discuss Draft Synthesis Report Early Sept 05
Final Synthesis Report Oct 05

Note on approach and method Nov 05
Dissemination Conference Jan 06

8. SPECIFICATION OF TENDER

8.1 Compulsory elements

In addition to meeting the team and approach criteria as listed in the attached Invitation to Tender,
the following issues should be covered in the tender document. These can be seen as further

breakdown of the Assessment Criteria for the bids.
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8.1.1 The content of the tender
The Technical Bid should include:

» The approach, methodology and quality assurance to be applied in performing the
assignment shall be specified and motivated as concretely and clearly as possible in the
tender. Specifically, the tenderer shall:

- Specify the methods, and related theories to be applied including; the approach to cross
cutting issues;

- Present if and how the country case study approach will be combined with desk studies,
questionnaires, econometric analysis and/or other methods.

» The tenderer shall provide a detailed time and work plan for fulfilment of the assignment
including a) the roles, functions and responsibilities of the different team members, b)
estimates of the time required for the different tasks of the assignment, and c) a staffing
schedule that specifies the tasks performed by and the time allocated to each of the team
members.

8.1.2 Staff resources and organisational capacity
The successful tender will meet the skill requirement as set out in the attached Invitation to Tender
— this information should be clearly presented.
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Fig. 4 The complete Evaluation Framework

Level 1:
Inputs
By GBS
donors

Level 2:
Immediate
Effects

On the
relationship
between
external
assistance &
national
budget/
national
policy

Level 3:
Outputs

Improved
financing &
institutional
framework
for public
spending/
public policy

Cause-and-effect links

GBS Funds paid into national budget

Assumptions (& risks)

2. Policy dialogue linked to the budget funds

3. Conditionality linked to budget funds

4. Technical assistance/capacity building
linked to the budget funds

5. Efforts to align donor’s aid with national
goals and systems

6. Efforts to harmonise donor’s aid with that
of other donors

1. Proportion of external funds that is subject [ Other donors do not take offsetting action, by
to national budget process is increased. moving funds off-budget

2. Policy dialogue in the country is focused on J National authorities welcome this reorientation of
key public policy and public expenditure dialogue
issues and processes

3. TA/capacity building in the country is National authorities are willing to accept and able to
focused on key public policy and public absorb increased TA or capacity building in this
expenditure issues and processes area

4. Aid in the country is more aligned with Other donors are willing and able to align with
national goals and systems (especially, national goals and systems
Egg;ﬂa(lhgi?fgg(/ceosnﬁgmiﬂg is based on National plans are sufficiently robust to be a basis

) p for dialogue/conditionality

5. Donor activities in the country are more Other donors are willing and able to harmonise their
harmonised (especially in respect of procedures
consistency in setting benchmarks reporting
requirements and synchronising missions)

1. More favourable budget financing GBS inputs not undermined or offset by high level

structure:
e More predictable funding flows

e Higher level of fungible resources,
which can be used flexibly

e Incidence of liquidity shortfalls
reduced, hence less use of Central bank
overdrafts and less accumulation of
arrears

e cost of funding budget deficit reduced

of earmarking of other budget support

Donors disburse on terms that provide predictability
to the partner government.

Partner government does not take actions that
compel interruptions in disbursement

Partner government has adequate reserve to cushion
minor unplanned variations

Cash management by MoF allows predictability of
funding to line ministries/local government,
encouraging them to plan.

68




Annex A: Terms of Reference

Level 3:
Outputs

(continued)

Cause-and-effect links

Assumptions (& risks)

Political competition in the | NOTE: |

2. Partner government is empowered:
. the budeet to bri bii ; country is moving away Model OfGBS.C.l”b
0 use the bu .gte ]9 rlqgh PUDRC SCClOT 4 5 use of state resources  SU8EESIS ?O”d’_t{O”s
programmes into line with government § o' patronage, towards a for predictability:
goals (including poverty reduction) focus on results e Partners do not
. . enter into GBS
e to align PRSP processes Wlﬂ; Political leaders are unless they both
government systems and cycles prepgred to take on share key
e to promote alignment and political costs of new objectives, and
harmonisation by donors thinking centred on public understand each
expenditure management 1 other’s I
. . ! traint
3. Efficiency of public expenditure is Government is committed . EOI,{[S (ram s
enhanced: to budget reform, and this I d'x L non- 0i |
. has been internalised in the ASbursement) 15
e by a more effective budget process . . limited by
. civil service .
(results oriented, transparent, Loyalty to this
participatory; with effective execution |} Transaction costs are large ‘club’
and audit) with previous aid e  Effective
o . modalities consultation
e by reductions in certain types of mechanisms are
transaction costs to partner government J There were significant in place: the
) . . inefficiencies in previous place, the
e by improvements in allocative : Voice that this
' i allocations
efficiency from increased capture of affords
project funds in budget compensates for
. ) o . . limitations on
. W1th efﬁglency gains in public-service . Exit .
delivery in particular
4. Intra-government incentives and Official reporting lines are I I
2. . L . (For fuller argument
capacities are strengthened: still recognised in public -
. L service . .
e official reporting lines are more on this point, see
respected (vertical through government | Government applies pay
to cabinet, not horizontal to donors) and performance- DFID, 2004, Vol.1).
. . . . assessment policies that
e public-service performance {nf:entlves that contribute to
are strengt_hened, so that p011.c1es are incentives
made and implemented, audit and
procurement systems work, and The political balance in the
corruption is reduced country is shifting towards
. . . punishing official
e  brain-drain effects of parallel project- corruption
management structures (permanent
‘poaching’ + temporary de facto Other donors do not.
employment of key staff) are reduced increase parallel project
management structures I
5. Democratic accountability is enhanced: Constitutional and political

e greater role of parliament in monitoring
budget results

e accountability through domestic
institutions for donor-financed
spending is enhanced

e  conditions for all-round
democratisation are thereby improved,
including the trust of people in their
government and hence their level of
expectations.

conditions exist for | |
Parliament to increase its
role

There are domestic
constituencies and
pressures for higher
standards of accountability
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Level 4:
Outcomes

Enhanced
influence of
government
on the
proximate
determinants
of poverty
reduction

Level 5:
Impacts

Empower-
ment and
poverty
reduction in
all its
dimensions.
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Cause-and-effect links

Assumptions (& risks)

address major market failures, including
those arising from gender inequalities

1. Macro-economic environment is favourable | There is political commitment to macro stability
to private investment and growth and pro-poor spending reform
e inflation controlled Macro conditionalities and recommended reform
o . sequences are well chosen and executed
e realistic exchange rate attained
) ) Central bank sterilises inflows so as to avoid
o fiscal d§ﬁc1t aﬂ‘% level of domestic negative effects on incentives to firms and
borrowlng susta;nable. and not households via exchange- and interest-rates
crowding out private investment.
2. Public services effectively delivered and Key service delivery targets can be established,
pro-poor agreed and monitored
e Service delivery targets met for key Pro-poor services can be effectively prioritised
pro-poor serviees Service personnel are responsive to better and more
e Evidence of increased use of services pro-poor funding and management
by poor (including poor women) Access of poor to services can be positively
influenced by better targeting.
3. Regulation of private initiative works to Legitimacy of state is sufficient for regulatory role
ensure business confidence, equity, of public sector to be accepted.
efficiency and sustainabilit .
Y Y Confidence is not powerfully weakened by factors
e Policies on corruption, property rights outside national control, e.g. regional instability
resolutely pursued
e  Market-friendly institutions developed
4. More effective and accountable government j Threats to national security do not become so acute
improves administration of justice and that justice and rights are unable to share in general
respect for human rights, as well as general || improvements in accountability and capacity
confidence of people in government
5. Sector policies include public actions to Sector authorities do not confuse intervention to

correct market failures with state interventions that
prevent markets developing

Poverty is reduced (in all dimensions)

Private agents accumulate assets, and/or total factor
productivity increases, leading to faster economic
growth.

The pattern of growth is pro-poor and/or effective
redistributive mechanisms are in place.

The growth is environmentally sustainable

The incidence of insecurity, injustice and abuse of
human rights is reduced

Poor people are empowered and socially
included

Ethnic factors that justify exclusion are reducing

Gender factors that restrain productivity and welfare
of women and children are reducing
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Edgren G (2003), “Donorship, Ownership and Partnership. Issues Arising from Four Sida Studies
of Donor-Recipient Relations.” Sida Studies in Evaluation 03/03.

Federal Ministry for Economic Cooperation and Development (2003), “German Participation in
Budget Support and Similar Instruments”, CEP 02C2.6.2.

IMF (2003), “Evaluation of Poverty Reduction Strategy Papers and the Poverty Reduction and
Growth Facility”, Issues Paper, Terms of Reference.

IMF (2003), “Aligning the Poverty Reduction and Growth Facility (PRGF) and the Poverty
Reduction Strategy Paper (PRSP) Approach: Issues and Option”™.

Institute of Development Studies (IDS) (2002), “Independent Evaluation of SECO’s Budget Support

Programme”."

LENPA (2002, June 19-21), “Forum on Accountability and Risk Management under Program-
based Approaches. Synthesis Report™.

Ministry of Foreign Affairs the Netherlands, Policy and Operations Evaluation Department (2003
a), “Results of International Debt Relief”, IOB Evaluation nr. 292.

Ministry of Foreign Affairs the Netherlands, Policy and Operations Evaluation Department (2003
b), “Evaluation of General Budget Support (GBS). Inventory of Programme Aid 1992-2002.

OECD, DAC Working Party on Aid Evaluation (2000), “Effective Practices in Conducting a Multi-
Donor Evaluation”.

OECD, DAC (2002), “Measuring Performance in Public Financial Management”, Good Practice
Papers, DAC Reference.

OECD, DAC Task Force on Donor Practices (2003), “Harmonising Donor Practices for Effective
Aid Delivery”, DAC Guidelines and Reference Series.

19 This publication also includes country reports of Burkina Faso, Fed. Rep. of Yugoslavia, Kyrgyzstan, Mozambique
and Tanzania.
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Aid”, Sida Evaluation 99/17.%°
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World Bank and IMF (2001), “Tracking of Poverty-Reducing Spending in Heavily Indebted Poor
Countries”.

World Bank and IMF (2002), “Actions to Strengthen the Tracking of Poverty-Reducing Spending
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World Bank (2002), “A Case for Aid. Building a Consensus for Development Assistance”.

World Bank OED (2003), “OED Review of the Poverty Reduction Strategy Paper (PRSP) Process”
Approach Paper.

World Bank OED (2003), “Toward Country-led Development: A Multi-Partner Evaluation of the
Comprehensive Development Framework™.

World Bank OED (2003), “Debt Relief for the Poorest. An OED Review of the HIPC Initiative”.

Backeround papers to the evaluation and the Evaluation Framework

DFID (2004), “General Budget Support Evaluability Study Phase I; Volume I: Synthesis Report”,
DFID Evaluation Department EV643, Vol 1.

20 This publication also includes country reports of: Bangladesh, Cape Verde, Mozambique, Nicaragua, Tanzania,
Uganda, Vietnam and Zambia, thematic reports on: the trends and turns of Swedish programme aid, conditionality,
impact on reforms, the modalities of programme aid, assessing aid, and a conference paper.

72



Annex A: Terms of Reference

DFID (2004), “General Budget Support Evaluability Study Phase I; Volume II: Country Case
Studies”, DFID Evaluation Department EV643, Vol 2.

The below documents are unpublished documents which are available upon request.

Department for International Development (DFID) Evaluation Department (2003) “Evaluating
General Budget Support, Issues Emerging from Evaluation Findings, Workshop Report, Glasgow
3-4 March 2003

DFID, Evaluation Department (2003), “Evaluating General Budget Support, Issues emerging form
DFID Evaluability Study and proposals for joint evaluation work, Uganda MoFPED Workshop,
Kampala 28" May 2003, Aide M moire”.

DFID Evaluation Department, (2003), “Planning Workshop on Evaluation of General Budget
Support, Brighton UK 14-15 October 2003, Workshop Report™.

Wilkes J (2001), “Programme Aid: what do we need to learn? Background Paper”, DFID Evaluation
Department.

DFID Evaluation Department, (2001, 30" October), “Evaluation of General Budget Support, Terms
of Reference for Consultancy Assistance”.

DFID, Evaluation Department (2002), “General Budget Support Evaluability Study, Phase I,
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ANNEX B: STRUCTURE AND ORGANISATION OF THE STUDY
Study Management Structure

B.1 The Joint Evaluation of General Budget Support (GBS) has been commissioned by a
consortium of aid agencies, which are all represented on the Steering Group (SG) for this study.
The SG is chaired by DFID.

B.2 The consortium is composed of the governments of Australia, Belgium, Canada, Denmark,
France, Germany, Ireland, Japan, the Netherlands, New Zealand, Norway, Spain, Sweden,
Switzerland, United Kingdom and the USA, plus the European Commission (EC) and the Inter-
American Development Bank (IADB), the IMF, OECD/DAC and the World Bank.

B.3 The Evaluation is undertaken in collaboration with the governments of Burkina Faso, Malawi,
Mozambique, Nicaragua, Rwanda, Uganda and Vietnam, who are also represented on the SG.

B.4 A smaller Management Group (MQG) is also chaired by DFID and is responsible for day-to-
day oversight of the study. The study is financed by pooled funds, managed by DFID, which has

contracted the study on behalf of the consortium.

B.5 Current members of MG are:

Chairperson

Kate Tench DFID k-tench@dfid.gov.uk

Additional Members

Alexandra Chambel-Figueiredo EC alexandra.chambel-figueiredo@cec.eu.int

Nele Degracuwe Belgian Technical nele.degracuwe@btcctb.org
Cooperation

Susanna Lundstrom Sida susanna.lundstrom@sida.se

Martin van der Linde (consultant) mvanderlinde@few.eur.nl

Joe Reid DFID j-reid@dfid.gov.uk

Additional Support

Neil McKie DFID neil-mckie@dfid.gov.uk

Country Contacts

B.6 The study is designed to interact closely with aid agencies and with government and other
stakeholders at country level. There are government and donor contact points in each country for
the study. See Box B1 for the full list of country contacts.

Study Team

B.7 The study is being carried out by a consortium which is led by the International Development
Department, University of Birmingham (IDD) and supported by Development Researchers’ Network
(DRN) (Italy), ECORYS Research and Consulting (Netherlands), Mokoro Limited (UK) and the
Nordic Consulting Group (Denmark and Norway), together with local consultants in the study
countries. The full list of researchers on the study team, together with their roles and affiliations, is
provided in Box B2.
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GBS Evaluation Study Website

B8 A password-protected website has been set up as an internal resource for the study team to
which SG/MG members are also given access. The website contains study outputs and a study
archive of relevant documents. This website is also being used to provide the GBS team with
shared access to a full library of reference material.
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ANNEX C: THE ORIGINAL EVALUATION FRAMEWORK (Executive Summary)
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(Inserted from original document: Booth, D. and Lawson, A. (2004). Evaluation Framework for
General Budget Support. London: ODI. )
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ANNEX C: THE ORIGINAL EVALUATION FRAMEWORK (EXECUTIVE SUMMARY)
Introduction

S1. Thisreport presents an Evaluation Framework intended to guide the conduct of joint evaluation
work on General Budget Support (GBS) at the country level. It was commissioned on behalf of the
OECD-DAC Evaluation Network. It draws on an earlier GBS Evaluability Study produced for the
Evaluation Department of UK DFID.

Purpose and nature of the Framework

S2. The Framework is intended as a practical tool that can be used to guide a number of country-
level joint evaluations. The ultimate purpose of these exercises is to assess whether GBS is a relevant,
efficient, effective and sustainable mechanism for poverty reduction. GBS is taken to refer to the
channelling of donor funds directly to the partner government’s budget, using the government’s
own allocation and accounting systems, with any conditionality focused on policy measures related
to general budget priorities.

S3. The Framework is based on a flow diagram of the Logical Framework type, which spells out
the causal linkages posited by the implicit thinking behind recent GBS programmes. This is presented
in an elaborated form (Figure 3) and in a simplified form (Figure 1; reproduced on the next page of
this summary). Section 2 of the report provides an overview of the simplified Logical Framework.

S4. Five levels are distinguished:

» Level One: Inputs by GBS Donors.

» Level Two: Immediate effects (on the relationship between aid, the national budget and
national policy processes).

» Level Three: Outputs (consequent changes in the financing and institutional framework
for public spending and public policy).

» Level Four: Outcomes (interactions between the public sector and the wider economy and
society, specifically with regard to the proximate determinants of poverty reduction).

» Level Five: Impacts (in terms of the empowerment of the poor and the improvement of
their real incomes).

Level One: inputs

S5.  The first level of the Framework is limited to the GBS operations themselves and to the
inputs associated with those operations. Six types of inputs are considered: (1) funds paid into the
national budget; (2) policy dialogue linked to the budget funds; (3) any associated conditionality;
(4) technical assistance or capacity building linked to the budget funds; (5) efforts to align GBS
donor aid with national goals and systems; and (6) efforts to harmonise GBS donors’ aid with that
of other donors.
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Figure 1: Simplified logical framework analysis of General Budget Support
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Level Two: immediate effects

S6. Level Two is concerned with the immediate effects of the inputs on the relationship between
aid, the national budget and national policy processes. These effects do not always follow from the
mere presence of inputs but, subject to simple assumptions which should generally hold, then they
should be virtually automatic. At Level Two, the Framework postulates that if GBS inputs are
provided and so long as these are not offset by countervailing actions by government or by non-
GBS donors, then these will have an immediate effect upon the relationship between external
assistance as a whole, the national budget and the national policy process.

S7. The Framework postulates that there will be improved results at subsequent levels of the
Logframe in a situation when the following immediate effects are seen:
» An increased proportion of external funding is made subject to national budget processes.
» The form of policy dialogue changes, so as to focus more on national public policy and
public expenditure issues and processes.
 Technical assistance and capacity-building efforts are being increasingly re-oriented towards
mainstream activities of government (public policy and public expenditure issues rather
than project management and administration).
» [External assistance is more aligned with national goals and systems.
» Donor activities in the country are more harmonised.

S8. Apart from simply examining whether these immediate effects are present, at Level Two a
judgement will also be made on the extent to which these effects are directly attributable to the
GBS operations. Also drawing on the analysis in Level One on the balance between conditionality
and (partnership-based) policy dialogue, a judgement will be made on what is the driving force
behind the change in the nature of policy dialogue.

Level Three: outputs

S9.  Over the short to medium term, it is postulated that the immediate effects of GBS inputs will
generate positive changes in the financing and institutional framework for public spending and
public policy. The financing effects are likely to manifest themselves relatively quickly, whereas
the institutional effects will result from the changed incentives generated primarily by the increased
importance of the national budget. These largely relate to changes in the nature of the country’s
governance and will necessarily take longer, whilst also being subject to a wider range of external
factors.

S10. It is suggested that these ‘outputs’ will manifest themselves in five particular ways:

» Through a more favourable budget financing structure, resulting from the improved
predictability of budget funding, the increased fungibility of resources coming into the
budget and a consequent reduction in the costs of budget financing.

» Through the empowerment of the partner government: a) to use the budget to bring public
sector programmes into line with government goals and service delivery targets; b) to
align PRSP processes with government systems and cycles; and c) to promote alignment
and harmonisation by donors.

» Through enhancements in the efficiency of public expenditure, due to a more effective
budget process, reductions in certain types of transaction costs associated with development
assistance, and improvements in allocative efficiency resulting from the increased capture
of project funds in the budget.
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» Through a strengthening of intra-government incentives and capacities due to the fact that
official reporting lines and budget procedures are more respected, public service
performance incentives are strengthened and the ‘brain-drain’ effects of parallel project-
management structures are reduced.

» Through a strengthening of structures and processes of democratic accountability, including
a greater role for parliaments in monitoring budget results, greater scrutiny by domestic
institutions over donor-financed spending and a general improvement in transparency and
hence in the conditions for democratic accountability.

Level Four: outcomes

S11. The outcomes postulated in the Framework relate to the enhancement of government capacity
to influence the proximate determinants of poverty in a positive way. They derive specifically from
the interaction of a more efficient, effective and accountable public sector with the wider economy
and society. Thus, in the medium to long term, one expects to see the following outcomes:
» The creation of a stable macroeconomic environment, conducive to private investment
and economic growth.
* Animprovement in the quality of services delivered to the public, particularly in the delivery
of pro-poor services and in the targeting of those services to the poor.
» Effective assumption by government of its role as a regulator of private initiative.
» Provision of a framework ensuring justice, law and order and respect for human rights.
» Appropriate public actions to address market failures, including those arising out of gender
inequalities.

Level Five: impacts

S12. The desired final impact of GBS is that:
» Poor people should be empowered and socially included; and
» Poverty, in all of its dimensions, should be reduced.

S13. This may be expected to happen, in the long term, so long as the expected outcomes are
produced and so long as key assumptions hold true with regard to the growth and development
process. Specifically, we assume that private agents accumulate assets and/or total factor productivity
increases, leading to faster economic growth; the pattern of growth is pro-poor and/or effective
redistributive mechanisms are in place; the growth is environmentally sustainable and the incidence
of insecurity, injustice and abuse of human rights is reduced.

S14. The theory behind the linkages in the top half of the diagram arises from the evidence that has
accumulated over recent years about the disadvantages of project aid and the advantages of
programme modalities, particularly in regard to their effects on the institutional structure of the
host country. Another important source is experience and research indicating the relative
ineffectiveness of policy conditionality linked to programme aid, and the corresponding expectation
that support using national systems to assist national policy processes (e.g. PRSPs) will have better
results.

S15. The theory behind the bottom half of the diagram draws on the Poverty Reduction Guidelines
of the DAC and other well-known sources on research and policy thinking for poverty reduction. A
selection of source materials on outcome and impact linkages is given at the end of the report.
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Methods

S16. Section 3 of the report explains how it is intended that the Framework will be used. Four key
features of the methodology are explained. First, the sources of information used to test the posited
linkages need to be extensive and varied, allowing for a substantial application of ‘triangulation’.
Second, data will be needed for periods of at least three years, suggesting that evaluations should
only be undertaken in countries where GBS is a well established modality. Third, problems of
attribution will need to be handled by means of careful reconstruction of case histories, giving
detailed attention to the role of ‘assumptions and risks’. Fourth, analysis of the counterfactual will
normally be restricted to considering the plausibility of well-constructed alternative case histories.

S17. In addition, Section 3 answers four questions about the possible scope of evaluations based
on the Framework. They are: Can the Framework evaluate individual donor operations? Why is the
Framework focused at the country level? Is the Framework only relevant to ongoing operations?
And which types of country and development contexts can it cover?

S18. The Evaluation Framework covers both institutional and ‘flow of funds’ effects of GBS, and
these are considered simultaneously. However, the flow of funds poses some particular technical
challenges, which are discussed in Section 4. These are in two main areas, concerning the financial
effects and the monetary and exchange-rate effects of the flows respectively. In the first area,
evaluators will be interested in changes in the volume and composition of aid; changes in the
degree to which aid is predictable and fungible or flexible from the partner government’s point of
view; and effects on the costs associated with financing the budget. The second area includes
managing the potential for inflationary and ‘Dutch Disease’ effects.

S19. Section 5 provides a brief discussion of equivalent issues in the tracking of the institutional
effects of GBS.

The Framework in detail

S20. Section 6 presents the Evaluation Framework in detail, using the more elaborated Logical
Framework diagram, and a matrix of evaluation questions and indicators. At the Output level, the
full Logical Framework incorporates the flow-of-funds issues, but also deals with the main
institutional effects that are identified in GBS programme thinking as providing the link from GBS
funds and other inputs to improved poverty-reduction outcomes and impacts. The full Framework
includes a detailed mapping of the assumptions under which the postulated causal linkages are
expected to hold, and thus the risks that may prevent this happening.

S21. The matrix at the end of Section 6 contains broad evaluation questions for each level, from
inputs to impacts. These are then broken down into more detailed issues for investigation, with
additional questions that direct the evaluators’ attention to problems of attribution and the
counterfactual. Where quantification is possible and appropriate, indicators and sources of
information are suggested; otherwise ‘test questions’ are proposed. The matrix provides a guideline,
which is expected to be used flexibly and critically by country evaluation teams.
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ANNEX E: GBS INVENTORY IN STUDY COUNTRIES

The GBS Inventory

E.1 This Annex is a snapshot of work in progress. The information summaries will be reviewed
and refined during the preparation of Country Reports, and refined inventory information including
financial dimensions will be incorporated in the Country Reports themselves, which, inter alia, will
more tightly define the set of partnership GBS operations in each country that are the direct subject
of the evaluation, and set the data on partnership GBS programmes in the wider context of overall
aid flows. Meanwhile data from this inventory is not for citation.

E.2 The inventory attempts to capture the main features of successive general budget support
(and closely related) programmes in each case country. The primary purpose of the inventory is to
identify programme intentions, procedures and inputs so that their outputs and outcomes can then
be examined in the evaluation. By taking a broad view of the programmes that are relevant to this
evaluation, it also supports the historical and comparative perspective that has been stipulated in
the Terms of Reference. Moreover, as we discuss in Chapter 3, entry conditions for GBS and the
interactions among donors and among aid modalities, both at input level and prior to GBS
commencement, have emerged as important subjects for this study, and the inventory helps in
characterising these.

E.3  Apart from the identification of the different international partners involved in each programme,
the inventory seeks to capture the following aspects of the programmes:

(a) Programme intent: as we have noted, the intention behind the provision of unearmarked
budget support is one of the principal distinguishing features of partnership GBS. The inventory
seeks to capture changing intentions over time as well as the differences in emphasis between
donors simultaneously involved.

(b) Alignment with national strategies: alignment with national goals and strategy for poverty
reduction is fundamental to partnership GBS.

(c) Disbursement procedures: disbursement via government systems is a defining characteristic
of GBS, but other aspects of the transfer (tranching, conditions and predictability of
disbursement) may have an important bearing on the consistency between the intentions
behind GBS and the form that it takes.

(d) Conditionality and performance indicators: as already noted, partnership GBS is ostensibly
based on a different approach to conditionality than under structural adjustment programmes;
it is important to review whether the evidence bears out claims that the nature of the
government-donor relationship has changed, and to what extent. The indicators linked to a
programme are directly related to its conditionality, and are also very revealing about the
intent of the programme. We attempt to capture such aspects as the number of indicators, and
their nature (e.g. whether they are process or results oriented, whether they are drawn from
the partner country’s PRS, whether they are linked to performance indicators for sector
programmes and so forth).

(e) Links to TA and capacity building: whether the programme content is oriented to capacity
building in core government services, and whether the programmes are explicitly linked to
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TA and capacity building inputs, e.g. for strengthening public finance management.

(f)  Procedures for dialogue: the structure and content of dialogue for partnership GBS is
supposedly characterised by orientation to government leadership, capacity building and long-
term commitment to poverty reduction. We seek to identify the specific arrangements for
dialogue related to GBS programmes, set in the context of pre-existing and wider institutions
for interaction between the government and its international partners.

(g) Donor harmonisation and alignment (H&A): within partnership GBS, donor harmonisation
and alignment with recipient country systems, as well as policies, are regarded as essential
for increased ownership by government, and lower costs and greater effectiveness of core
government services. As with dialogue arrangements, we seek to locate GBS-related H&A
in a wider context and to understand their evolution.

(h) Experience in implementation: perceptions, as well as documented reviews and evaluations,
are important here, since it is clear that GBS has evolved, and continues to evolve, on the
basis of learning and interpretation of past experiences.

(i) Sources of evidence: these are important to record for further reference and additional detail;
also, in some cases as important secondary source material on the main themes of the present
evaluation; and further, as a means of checking on possible biases in the sourcing of
information.

E.4 This last point is an important one. Programme by programme, donor records are more
systematic than governments’ records tend to be. However, attempting to reconcile financial data,
in particular, between donor and government sources is both difficult and revealing. Donors’ records
regularly indicate higher aid flows than governments register, and, despite the aspirations of budget
support to align with government systems, it is extremely difficult to get reliable, donor-sourced
disbursement information that matches governments’ fiscal years and budgetary classifications.
Equally, donors are more systematic than governments in reviewing and evaluating such programmes,
and it is important to triangulate donor-sourced information with the experiences of other
stakeholders. Written records are biased to the formal and intended dimensions of GBS, whereas
the way GBS operates informally and in practice may show substantial variance. Nevertheless, the
information that is being assembled in this inventory is an essential base for the GBS evaluation.
Country by country, it provides evidence for constructing the history and establishing the current
dimensions and likely future trends in GBS to be set in the context of aid flows and relationships
more generally.
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Annex F: Terminology

ANNEX F: TERMINOLOGY

This annex aims to provide standard definitions and guidelines that will help the GBS Evaluation
Team (a) to clarify relevant issues and (b) to maintain consistency across country case studies.
Usage in particular countries or by particular countries may differ from the definitions proposed
here; it is important to note alternative usages and try to ensure that they do not create confusion.
Where possible we adhere to standard terminology adopted by the DAC.

Aid Modalities and Aid Instruments?

F.1 Anaid modality is a way of delivering official development assistance (ODA). Since the late
1990s there has been growing awareness that the effectiveness of aid is related to the way it is
delivered (and also to the policy and institutional environment in the partner country). Much
discussion of aid modalities is at a rather broad level (e.g. “projects” vs. “budget support”) which is
often unhelpful — there are many dimensions to the way aid is delivered, and it is simplistic to focus
on only one or two of them. Moreover, few if any donors deliver all their aid in the same way, and
the effectiveness of aid may have as much to do with detailed design as with the broad modalities
employed.

F.2 Hence it is useful to distinguish between specific aid instruments and generic aid modalities.
The task for any donor is not simply to choose (simple) aid modalities, but to design (complex) aid
instruments.

FE3  An important hypothesis for the GBS study is that the detailed design of various GBS and
alternative aid instruments may make a significant difference to their effectiveness.

F4 A starting point is to differentiate aid instruments according to the intrinsic features of the
resource transfer from donor to recipient. Four key (intrinsic) dimensions are:

» Type (and terms) of finance (loans, grant).

e Procurement conditions (these include whether the resource transfer takes the form of
money, skills, materials, and whether it is tied to particular sources of supply).

» Targeting/tracking of donor resources (ranging from earmarked project support, to sector-
focused or general budget support). Targeting corresponds to ex ante assignment of funds
to a particular purpose, tracking to ex post attribution of funds to a particular use. (See the
later discussion of earmarking.)

* Disbursement channel (through or outside regular government budgeting/accounting
system) — see paragraph F.8.

E5 These dimensions of the transfer have a strong influence on the transaction costs or burdens
experienced by the recipient (and by donors). There is an unlimited array of possibilities between
a pure cash transfer, at one extreme, and project aid that is tied, provided at quasi-commercial
interest rates, and managed outside government budget and expenditure systems, at the other.

21 This section is based on the methodology developed for IDD’s study (for DFID) of Aid Instruments in Asia [cf
Bibliography].
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F.6 The merits, and even the operational characteristics, of a particular instrument depend on the
context in which it is used (extrinsic factors). Here two key dimensions appear to be:
» Level of working with government: the level in the policy/design/implementation continuum
at which assistance takes place. Donors can work with government either upstream (e.g.
advising on policy, assisting institutional reforms, or funding policy changes) or downstream
(traditionally through projects to support implementation).
» Cooperation with other donors: ranging from none, through working alongside, to working
through each other (delegated cooperation).

E7 Thus, aid instruments have to be designed to fit a particular (donor) purpose in a particular
(country) context.

F.8 Donors frequently require aid to follow different disbursement channels from those used by
government, and the existence of decentralised tiers of government can introduce an added
complexity. At least three main disbursement channels need to be distinguished:*

* Channel 1 is the same channel as is used for government’s own budget disbursement.
Management, disbursement and control of public funds is the responsibility of finance
bodies at each level of government, from the national Ministry of Finance, to regional and
local offices and/or local government. Using this Channel places responsibility on the
appropriate professionals, enables them to take a consolidated view of resource availability
and allocation, and is consistent with the country’s system of decentralisation.

* Under Channel 2, donors use sector bodies to hold and account for their funds, including
their transfer to lower levels of government where implementation takes place. Channel 2
reflects a donor tendency to deal direct with particular sectors and can have the disadvantage
of fragmenting resource management, undermining the finance bodies and straining the
capacity of the sector bodies. It can be inconsistent with a country’s system of fiscal
decentralisation.

» Under Channel 3, resources are not handled directly by government agencies at all: donors
or their agents take direct responsibility for disbursement and procurement, and the resource
transfer to government takes place in kind.

F.9 For each main Channel, there may be variants, depending, for example, on whether donors
require their funds to be held in separate accounts rather than commingled with government’s own
funds. Different channels and sub-channels of disbursement may have significant implications for
transaction costs. Note that the question of whether, and how, funds are earmarked to particular
end-uses is a different issue from the disbursement channels to be used.

General Definition of Budget Support and GBS*

F.10 As defined for the purpose of this evaluation, programme aid can be divided into food aid and
financial programme aid. Financial programme aid includes both budget support and balance of
payments support (such as debt relief and import support). Budget support in turn can be divided
into Sector Budget Support (SBS) and General Budget Support (GBS).

F.11 The general characteristics of budget support are that it is channelled directly to partner
governments using their own allocation, procurement and accounting systems, and that it is not

22 This particular nomenclature is used in Ethiopia.
2 Taken directly from the study Terms of Reference.
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linked to specific project activities. All types of budget support include a lump sum transfer of
foreign exchange; differences then arise on the extent of earmarking and on levels and focus of the
policy dialogue and conditionality.

Figure F1: Programme Aid

Programme Aid

v v

| Financial Programme Aid | | Food Programme Aid |
Budget Support* Balance of Payments
Support
General Budget Sector Budget Debt Relief Import Support
Support (GBS) Support

* Referred to as direct budget support in the Evaluation Framework.

F.12 General Budget Support covers financial assistance as a contribution to the overall budget,
with conditionality focused on improving public financial management and the effectiveness of the
overall budget. GBS is direct, meaning that the currency provided generates an amount of local
currency of equivalent value, but without any requirements regarding the justification of the use of
the foreign exchange in the form of import documentation, as free convertibility of the domestic
currency is permitted.?* GBS funds are in principle un-earmarked in the sense that the funds may be
virtually accounted for against certain sectors but there are no formal limitations on where funds
may actually be spent?®. However the precise nature and definition of GBS may differ among
donors, among partner countries and over time.?

F.13 A GBS programme normally comprises four elements: 1) the funds, which in most cases are
disbursed in different tranches linked to the fulfilment of objectives; 2) the policy dialogue; 3) the
conditions attached to the support; and 4) technical assistance and/or capacity building activities,
often linked to public financial/expenditure management.

2* Indirect budget support is provided through import programmes or food aid, i.e. it is provided in kind or in the form
of a currency facility and requires the justification of the use of the foreign exchange through import documents and
a counter-value fund in local currency.

¥ In practice it might be difficult to distinguish between un-earmarked, virtual and real earmarked GBS, hence the
application of a pragmatic approach to the fieldwork as outlined in section 3.2. See also definitions of earmarked and
un-earmarked budget support in [the Evaluation Framework] — also reproduced below.

6 This explains the significant difficulties with data on GBS as found by Lanser, P., (2003). “Inventory of Programme
Aid 1992-2001; Preparatory Study for the planned joint evaluation of General Budget Support”, Rotterdam/The
Hague:ECORYS-NEI (Working Document).
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Definitions of Sector Budget Support and Earmarking

F.14 Sector Budget Support covers financial aid earmarked to a discrete sector or sectors, with any
conditionality relating to these sectors. Additional sector reporting may augment normal government
accounting, although the means of disbursement is also based upon government procedures.?’

F.15 Earmarking is a crucial distinction between SBS and GBS. EC Guidelines®® include the
following distinction between Sector Budget Support and GBS:

Earmarking is a way of tying budget support to the financing of pre-specified items within the
National Budget. Depending on whether the control over the external resources is ex post or
ex ante, a distinction can be drawn between “virtual’ (or notional) and ‘real’ earmarking.
a) Virtual/notional earmarking

Where the control over the use of [budget support] resources is exerted ex post, the term
‘virtual earmarking’, or ‘notional earmarking’, is commonly used. In this system, [budget
support] resources are made available to the budget according to a fixed disbursement
schedule, with the use of these resources then being ‘justified’ against pre-agreed budget
lines. This requires national authorities to ensure that spending against these lines is equal to
or greater than the disbursed [budget support] tranches, but it permits resources to be managed
through the normal banking and financing systems of government. So long as the reporting
periods are quarterly or longer and the chosen budget lines are ones which would in any case
have been financed, the [budget support] resources remain fungible and the costs imposed
are purely administrative.

b) Real earmarking

Where spending on agreed budget lines needs to precede the release of [budget support]
tranches, the earmarking process is real. Special bank accounts need to be created to hold
the [budget support] resources until expenditures are confirmed and this means that resources
are not fully fungible in the short term. In some cases, e.g. with European Commission’s
‘targeted’ budget support, an imprest advance may be made from the special account as a
way of pre-financing budget lines, thus reducing the short-term constraints on fungibility. In
so far as resources are directed to budget lines which would have been financed anyway,
[budget support] resources will serve to liberate domestic resources, i.e. they will be fungible.
Under these circumstances, beyond the short term, the main cost is again administrative.

F.16 There is an ongoing debate about how best to define real and virtual earmarking. Nevertheless
the distinction between real and virtual earmarking is a key feature distinguishing SBS from GBS
in the terminology used here.

Fungibility

F.17 Fungibility is the concept that funds provided for one purpose may indirectly finance something
other than what they directly finance by releasing funds to be used for another purpose. When aid
is provided it increases the total resources available to the recipient. If aid finances any activity that
the recipient would otherwise have financed itself, the resources that the recipient would have
spent on that activity become available to finance something else. Fungibility does not imply that
aid funds themselves are diverted: aid funds which are used exactly as agreed with the donor may
still release other resources for other purposes. More generally, fungibility can be defined as the
freedom to use funds for different purposes. Non-earmarked funds are thus intentionally fungible.

27 Taken from the Evaluation Framework, Box 1.1.
2 FAQs on aid delivery methods, updated 30/06/04.
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Conditionality

F.18 The nature of conditionality is a key criterion in distinguishing so-called partnership GBS
from traditional forms of programme aid (e.g. those associated with structural adjustment
programmes). There is no generally accepted way of classifying different types of conditionality,
and evaluators will need to be sure to collect information at a sufficient level of detail to allow
reclassification according to different possible criteria. (The GBS inventory at Annex E reflects
this approach.)

F.19 Weeks et al suggest the following distinctions:?

1. Technical considerations.
This used to be most relevant for project assistance but increasingly applies to budget
support via requirements on the design of the budgetary system.

2. Legally binding requirements for the donor country based on the agency’s relationship to
its own government.
These set the basic legal and operational framework for the support and include such
things as reporting, transparency, effectiveness and adherence to the mission of the aid
agency as set out by its own government.

3. Those conditions motivated by the donor’s desire to modify the behaviour of the recipient
government with respect to political, social and economic development.
This category represents the original form of conditionality. A common example of its
application would be the withholding of funds because the country fails to carry out a
certain reform.

4. Conditions derived from shared values.
These are, for example, respect for human rights or the recipients’ commitment to poverty
reduction. These are the foundations for the policy dialogue. The conditions can be
negotiated with regard to concrete circumstances but cannot be suspended. The PRSPs
could be considered a manifestation of such shared values. The design and execution of
the PRSP can be discussed — the policy dialogue — but if the recipient stops following its
own development strategy (which has been accepted and respected by the donors) the
foundation for the policy dialogue disappears and the cooperation breaks down completely.

F.20 The ODI GBS Evaluation in Tanzania* proposes a distinction between due-process conditions
and policy-based conditions. This is superficially similar to the Weeks classification, but due process
conditions are defined much more widely than the technical and legal conditions cited by Weeks, to
include also the systems that govern policy-making and budgeting, but stopping short of stipulating
the content of policy (see Box 7.2 in Booth et al 2004c).

F.21 Some donors (notably the EC) draw a strong distinction between results-based conditions
(based on objective measurement of performance indicators) and conditions linked to the
implementation of policies.

» From Weeks, J., D. Angerson, C. Cramer, A. Geda, D. Hailu, F. Muhereza, M. Rizzo, E. Ronge and H. Stein (2002).
Supporting Ownership. Swedish Development Cooperation with Kenya, Tanzania and Uganda. Volume: Synthesis
Report. SIDA Evaluation 02/33

3 Booth, D., Lawson, A., Williamson, T., Wangwe, S. and Msuye, M. (2004)

Joint Evaluation of General Budget Support Tanzania 1995-2004. Final Report. Report to the Government of Tanzania
and to the Poverty Reduction Budget Support (PRBS) Development Partners. Dar es Salaam and London: Daima
Associates Limited and ODI.
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F.22 Classifications are usually based on formal, explicit conditions expressed in written form,
such as Memorandums of Understanding or Performance Assessment Frameworks. There may
also be informal, or implicit, conditions, especially at the political level, that surface during crises
in government-donor relationships. These too need to be identified if possible.

Other Terminology relevant to Programme Based Approaches (PBAs)
F.23 Programme Based Approaches (PBAs) feature prominently in current thinking and action on
aid effectiveness.” PBA is a generic term that includes Sector Wide Approaches (SWAps) and the
various forms of budget support. PBAs may be described as:*?
Away of engaging in development cooperation based on the principle of coordinated support
for alocally owned programme of development, such as a national poverty reduction strategy,
a sector programme, a thematic programme or a programme of a specific organisation.
PBAs share the following features:
— Leadership by the host country or organisation;
— A single comprehensive programme and budget framework;
— A formalised process for donor coordination and harmonisation of donor procedures
for reporting, budgeting, financial management and procurement;
— Efforts to increase the use of local systems for programme design and implementation,
financial management, monitoring and evaluation.

F.24 It is important to distinguish between approaches and the instruments that may be used to
support them. Thus Poverty Reduction Strategies and SWAps may be supported by innovative aid
instruments (e.g. basket funds, budget support), but these are not the only way of supporting
Programme Based Approaches, and it is equally important that donor-funded projects are aligned
with a single, comprehensive, country-led expenditure programme.

F.25 The parallel study of GBS in Tanzania has highlighted donors’ concerns to compare the merits
of GBS with other non-project approaches. Hence the following definition:
Common Basket Funds are arrangements where donors provide funding to a common basket,
to be spent by specific agencies of government on agreed programmes. Funds do not pass
through the Treasury account following normal budget procedures but are held in separate
bank accounts from which funds are transferred directly to concerned agencies, alongside
separate reporting procedures.

F.26 Common Basket Funds are thus a sub-set of Pooled Funding which occurs when several
donors subscribe to a common fund to support a project or programme (the “basket” may be
earmarked to particular uses, but different donor contributions are not distinguished from each
other). This contrasts with parallel funding or co-financing, when more than one donor finances
the same project or programme, but different donors finance different elements and their funds are
kept separate.

3! See the Learning Network on Program-Based Approaches at http://remote4.acdi-cida.gc.ca/swaps. As signatories
to the Paris Declaration (High Level Forum Paris Declaration on Aid Effectiveness March 2005) donors have agreed
that increased use of PBAs should be adopted as an indicator of progress in harmonisation.

32 From Lavergne, R. (2003). Program-Based Approaches: A New Way of Doing Business. Gatineau: CIDA, (Policy
branch, Development Express, vol. 3, December 2003). See also Alba, A. and Lavergne, R. (2003a). CIDA primer on
Program-Based Approaches. Gatineau: CIDA
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E27 Sector Wide Approach (SWAp) (may also be called sector programme): the standard definition®
is:
All significant funding supports a single sector policy and expenditure programme under
Government leadership, adopting common approaches across the sector, with progress towards
using Government procedures to disburse and account for funds.

F.28 Note that a SWApD is not the same as a pooled (or basket) fund. Pooled funding may be one
source of funding for a SWAp.*

Harmonisation and Alignment**
F.29 It may be helpful for us to follow DFID in distinguishing between harmonisation and alignment
as follows:

o Theterm ‘alignment’ is sometimes confused with ‘harmonisation’ and ‘streamlining’. They
are related but not synonymous. Broadly speaking, [PRS] alignment refers to the fit of
donor policies, procedures and practices with national strategies, institutions and processes.

» Harmonisation, in contrast, refers to the unification of donor procedures and practices
between donors in constituting a common approach. Streamlining is a subset of
harmonisation, and refers to the simplification and reduction in the number of donor
procedures, indicators, missions etc. These distinctions serve to highlight that harmonisation
and simplification could proceed without alignment.

Accountability

F.30 There is a discussion of concepts of accountability in Goetz and Gaventa (2001)* that the
GBS study adopts — what follows is drawn from this paper. This distinguishes (based on O’Donnell
1999)* between accountability mechanisms that operate on a ‘vertical” axis (external mechanisms
used by non-state actors to hold power holders to account) and those that operate on a ‘horizontal’
axis (institutional oversight, checks and balances internal to the state).

F.31 This note spells out what forms of accountability we need to investigate. Each will both
influence the application of budget support and may itself be an object of reform under GBS.

Vertical forms
E.32 The vote is the classic formal mechanism of vertical accountability, allowing citizens

periodically to hold rulers to account.

FE.33 Media and advocacy by civil society groups supplement electoral mechanisms.

33 Established by Mick Foster et al in various reports for the ODI Centre for Aid and Public Expenditure.

3 See OECD-DAC (2005). Harmonising Donor Practices for Effective Aid Delivery. Volume 2 — Budget Support,
Sector Wide Approaches and Capacity Development in Public Finance Management.

Paris: OECD-DAC (Guidelines and Reference Series).

35 Borrowed from DFID Guidance note on PRS Alignment (2004).

% Goetz, A.M. and Gaventa, J. (2001). Bringing Citizen Voice and Client Focus into Service Delivery. Brighton:
Institute of Development Studies.

370’Donnell, G. (1999). ‘Horizontal Accountability in New Democracies’, in A. Schedler et al, The Self-Restraining
State: power and accountability in new democracies. London: Lynne Reinner
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F.34 Administrative accountability: Hierarchical reporting relationships within bureaucracies are
supposed to assure internal accountability. However, this upward flow of internal accounting is not
effective where there are incentives that reward collusive corruption and patronage. A public service
culture that instils shared norms of public service and probity constitutes a moral pressure to perform
responsively and responsibly.

Horizontal forms

E.35 Political accountability is ensured through the legislature, particularly where there is an
effective opposition, sufficient staff resources, well-functioning oversight committees, access to
relevant information, and parties organised on programmatic lines.

F.36 Fiscal accountability is ensured through formal systems of audit and financial reporting for
the use of public resources. Accounting offices and the role of the controller/auditor-general are
ideally insulated from political pressure, highly professional and well endowed with resources.
Such procedures reward correct procedure rather than assessing the value of outcomes.

E.37 Administrative accountability is ensured by reporting systems linking the bureaucracy with
ministers and the legislature.

F.38 Legal and constitutional accountability is ensured by the judiciary which checks that politicians
and officials do not exceed their legal authority. The judiciary is the ultimate seat of accountability
in most countries, and for this reason its autonomy from the executive and legislature is crucial.

Limitations and responses

F.39 The shortcomings of traditional forms of vertical accountability lie particularly in the long
wait between elections and in the lack of representation of the interests of poorer groups in parties,
parliaments and civil society organisations. There are also low levels of public confidence in
horizontal forms of accountability in most developing countries.

F.40 Donors have supported vertical accountability not only by direct support to the electoral and
parliamentary process but by funding capacity-building in civil society organisations, encouraging
citizen engagement in consultative forums, joint service management by users and officials, standard-
setting and developing grievance-redressal procedures. Horizontal accountability has been supported
by the development of audit and accounting functions, creating agencies to investigate corruption
and human rights abuses, encouraging performance auditing of public expenditure, measuring and
monitoring government outputs, tracking expenditure, and informing the public.

F.41 Goetz and Gaventa’s paper reviews initiatives that seek to bridge the classical vertical/
horizontal divide by engaging citizens directly in horizontal accountability mechanisms: public
hearings, participatory budgeting and auditing, citizen’s juries, etc.

Fiduciary Risk
F.42 Fiduciary risk is a ubiquitous term in discussions of budget support and accountability. A
good guide is DFID 2004b (Managing Fiduciary Risk when Providing Poverty Reduction Budget
Support). This elaborates on the definition of fiduciary risk as the risk that funds:

— are not used for the intended purposes;

— do not achieve value for money;

— are not properly accounted for.
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Other Common Terms

F.43 Governance: The exercise of economic, political, and administrative authority to manage the
nation’s affairs at all levels. It comprises all the mechanisms, processes, and institutions through
which the citizens and groups articulate their interests, exercise their legal rights and obligations
and mediate their differences. Governance is not the sole domain of government but it transcends
government to encompass the business sector and civil society.

F.44 Partnership:* Collaboration among institutions to achieve mutually shared and agreed upon
objectives and goals that draws on individual strengths and maximises synergies. Effective
partnerships, where there i1s a clear understanding of the contribution of each partner to agreed
outcomes, are central to achieving results.

FA45 Decentralisation: The concept of decentralisation is ambiguous, and is typically divided into
three types: 1) Devolution, 2) Delegation and 3) Deconcentration,® where devolution (or what is
sometimes called political decentralisation)* is the most fundamental form in terms of transfer of
real power and responsibilities from the central to local governments. Unless otherwise indicated,
decentralisation by devolution is the concept applied in this report for decentralisation. This is
characterised by devolution of responsibilities, power and competences to independent locally elected
local government councils (composed of politicians) expected to be accountable to the local
electorate. These local governments are given responsibilities and financial means, typically within
certain national levels and ceilings, for determining the scope and quality of services to be provided
and the source and the size of funds to finance the delivery of those services. This situation in its
pure form is characterised by significant autonomy for local governments in terms of prioritisation
of local services, financing of these services and the discretion/local control over their own staff.

F.46 Delegation is an intermediate form, where the centre retains a stronger control over the services,
financing of these services and staffing matters. The centre can withdraw and overrule the local
governments within areas of delegation and the local governments, although they may be led by
locally elected politicians, are fully or partially accountable to the centre and can be overruled by
the centre at any time.

F47 Closely related to delegation, deconcentration implies transfers of responsibilities from the
central government (ministries and agencies) to field officers at the local and regional level, thereby
becoming closer to the citizens while remaining a part of the central government system. The staff
are fully accountable to the centre. The regional/local administration and the local governments in
this stage have no or very limited discretion on how the services are provided and there are no
independent local revenue sources — i.e. the regional /local bodies are seen as service delivery arms
of the centre."!

3% From DFID.

% Based on a further elaboration of the definitions from The World Development Report, 2004, p. 189, The World
Bank and OECD, DAC Evaluation Series: “Lessons Learned on Donor Support to Decentralisation and Local
Governance”, Schou, A. and Steffensen, J. (2004). Lessons Learned on Donor Support to Decentralisation and Local
Governance. Paris: OECD DAC (DAC Network on Development Evaluation, DAC Evaluation Series). p. 16.

40 OECD, DAC, 2004, ibid.

41 Please refer to UNDP, UNCDF: “Taking Risks”, 1999, Page 168 for further features about deconcentration.
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F.48 Typically most countries have a mix of these features,*> and the level of decentralisation may
vary across the sector and issue areas. Countries may pursue an “integrated” decentralisation approach
with transfer of tasks and authority to multi-purpose authorities with a territorially restricted mandate
or a “sectoral” decentralisation where responsibility for one sector or one specific type of activity is
transferred to a local authority.** Decentralisation is often seen as a gradual process. It takes different
forms, including political decentralisation (transfer of decision-making power to lower level,
politically elected bodies) and fiscal decentralisation (transfers of power within finance, e.g. to
decide on the tax base, rate and collection), and decentralisation of staff (transfers of autonomy in
staffing, changing the accountability patterns of staff, decision-making powers on number of staff,
salary levels, promotion, hiring and firing, etc.).

F.49 Transparency: Evolving global standards for state institutions and international organisations,
requiring open processes according to general rules subject to monitoring; regarded as basis of
accountability and diminishing corruption.

E.50 Ownership: The leadership, energy and responsibility which is put into an action. At the policy
level it has been measured by four criteria:* (i) locus of initiative for programme formulation and
implementation (i.e. to what extent the initiative was on the recipient or the donor’s side); (i1) level of
intellectual conviction among key policy makers (i.e. to what extent there was a commitment in favour
of reform among key players in the government); (iii) expression of political will by top leadership
(i.e. which concrete actions were taken as the expression of this commitment); and (iv) efforts toward
consensus-building among various constituencies (i.e. the extent of civil society participation).

FE.51 Capacity:* The ability of individuals, organisations and societies to perform functions, solve problems,
and set and achieve goals. Capacity development entails the sustainable creation, utilisation and retention
of that capacity, in order to reduce poverty, enhance self-reliance, and improve people’s lives.

The Five DAC Evaluation Criteria*
F.52 The five DAC evaluation criteria are:

o Effectiveness: The extent to which the development intervention’s objectives were achieved,
or are expected to be achieved, taking into account their relative importance.

o Efficiency: A measure of how economically resources/inputs (funds, expertise, time, etc.)
are converted to results.

* Relevance: The extent to which the objectives of a development intervention are consistent
with beneficiaries’ requirements, country needs, global priorities and partners’ and donors’
policies.

» Impacts: Positive and negative, primary and secondary long-term effects produced by a
development intervention, directly or indirectly, intended or unintended.

 Sustainability: The continuation of benefits from a development intervention after major
development assistance has been completed. The probability of continued long-term

——benefits: The resthience to risk of the net benefit flows over time.

42 Steffensen, J., Tidemand, P. et al. (2004). A Comparative Analysis of Decentralisation in Kenya, Tanzania and
Uganda Final Synthesis Report with Country Reports. Oslo: Nordic Consulting Group (funded by the World Bank)
43 Schou and Steffensen (2004), p.17.

4 Johnson, J. and S. Wasty (1993). Borrower ownership of adjustment programs and the political economy of reform.
Washington DC: World Bank, (Discussion Paper N 199).

4 UNDP.

4 As appended to the GBS study TOR - all taken from OECD-DAC (2002a). Glossary of Key Terms in Evaluation
and Results Based Management [in English, French and Spanish]. Paris: OECD-DAC (DAC Working Party on Aid
Evaluation).
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ANNEX H: CROSS-CUTTING ISSUES

Introduction

H.1 The Terms of Reference highlight four cross-cutting issues (CCls):
The evaluation should also address the cross cutting issues of gender equality, environment,
democracy and human rights, and HIV/AIDS. The evaluation team should (at the inception
stage) make a proposal of how to treat these questions in the evaluation, including a judgement
of the extent to which these issues can be assessed in a feasible way in the evaluation. (Annex
AS§44)

H.2 The importance of the CClIs does not need elaboration. Three of them — gender, environment
and HIV/AIDS — feature explicitly in the Millennium Development Goals (MDGs) (see Box H.1).
The fourth — democracy and human rights — is fundamental to the value systems which motivate
the GBS donors. Accepted good practice is to mainstream, rather than compartmentalise them.
However, in all cases, whether and to what extent aid funds should be dedicated and earmarked to
particular CCls is a live issue, and one that is directly relevant to an evaluation of GBS.

Box H1: Cross-Cutting Issues in the MDGs

The following MDGs make explicit reference to the cross-cutting issues:
* Goal 2: Achieve universal primary education.
— Target 3: Ensure that by 2015 children everywhere, boys and girls alike, will be able
to complete a full course of primary education.
* Goal 3: Promote gender equality and empower women.
— Target 4: Eliminate gender disparity in primary and secondary education, preferably
by 2005, and in all levels of education no later than 2015.
* Goal 5: Improve maternal health.
— Target 6: Reduce by three-quarters, between 1990 and 2015, the maternal mortality
rate.
e Goal 6: combat HIV/AIDS, malaria and other diseases.
— Target 7: Have halted by 2015, and begun to reverse the spread of HIV/AIDS.
* Goal 7: Ensure environmental sustainability.
— Target 9: Integrate the principles of sustainable development into country policies
and programs and reverse the loss of environmental resources.

H.3 Specialist reviewers have been identified for each of the CClIs (see team list in Annex B).
Constraints on the study budget allow only a few days’ input from each. In the inception phase,
each reviewer provided an informal ‘issue paper’ relating their topic to the GBS analysis.*’” Country
inception teams were asked to gather information on the CCls generally, and more specifically, on
how they feature in the planning and implementation of GBS in the study countries.

H.4 The IDD proposal anticipated that cross-cutting issues would mainly feature at lower levels
of the Evaluation Framework and in the institutional analysis:
Cross-cutting issues.: The cross-cutting issues will be addressed primarily in the lower levels
of the evaluation framework, with regard to how the public expenditure system acts upon

“TThe HIV/AIDS specialist was identified later than the others, and provided a rapid one-page checklist as inception
teams were already in the field.
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them and how they affect it. This will form part of the institutional analysis, checking whether
gender, HIV/AIDS, environmental issues, democracy and human rights changes have affected
institutional behaviour. This will also be part of the poverty analysis. Detailed methodologies
for these will be designed in the inception phase.

H.5 In practice, our inception review suggests that these cross-cutting issues are more pervasive
than this implied. They have effects at all levels of the framework and in all sectors, and are also
very relevant to the partnership analysis and the interactions between government and donors at the
higher levels of the Evaluation Framework (including Level O as depicted in the Enhanced Evaluation
Framework — see Chapter 3). This annex briefly reviews the significance of the cross-cutting
issues in the context of the Evaluation Framework, describes how they have been addressed in the
early stages of the evaluation, and proposes how they should be treated in the substantive country
reports and the study synthesis.

H.6 This treatment of CCls was prepared before the full elaboration of the Enhanced Evaluation
Framework (EEF) which is reflected in Annex G and in Chapter 3. The discussion which follows
therefore focuses on the original EF. However, its conclusions have since been reflected in the
current evaluation instruments — specifically in Annex G (Enhanced Evaluation Framework — detailed
questions), Annex J (Country Report Outline) and Annex K (Evaluation Questions).

Cross-Cutting Issues in the Evaluation Framework
H.7 Interms of explicit references, the CCls feature only marginally in the Evaluation Framework.
There appear to be no direct references to HIV/AIDS in the document. The following explicit
references to the other CCls are noted [emphasis added]:

» Level 4 postulates as outcomes:

— More effective and accountable government improves administration of justice and
respect for human rights, as well as general confidence of people in government

— Sector policies include public actions to address major market failures, including those
arising from gender inequalities.

» Level 5 outcomes are defined thus (in the expanded version of the logical framework):

— Poverty is reduced (in all dimensions).

— Poor people are empowered and socially included.

» A footnote on fungibility observes:

— Not all aid will be fungible: there are worthwhile activities such as environmental
conservation where partner governments would typically be dedicating only limited
public funding,; consequently aid projects would not serve to free up resources for other
uses.

H.8 The CCI that is most ubiquitous in the Evaluation Framework (EF) is “democracy and human
rights”. This influences the EF at two levels:

» The conceptualisation of poverty is clearly influenced by rights-based approaches; it is
perceived as multi-dimensioned with empowerment (not just the reduction of income
poverty) as an objective.

» This in turn influences the concepts of governance and (democratic) accountability on
which the EF lays considerable stress.

H.9 As our issues paper observed:
... The original evaluation framework identified expected flow of funds and institutional effects

230



Annex H: Cross-Cutting Issues

from GBS that coincide greatly with the most important principles of a human rights approach;
for example improved democratic accountability is an expected output, improved government

capacity for pro-poor spending an outcome, and reduced poverty as the impact. (F lscher
2004)

H.10 However, both in the EF and in donor discussions around GBS, democracy and human rights
issues are very commonly found under the heading of “governance”. Thus, for example, the EF
(under Level 3 Outputs) notes [emphasis added]:

H.11

Over the short to medium term, it is postulated that the immediate effects of GBS inputs will
generate positive changes in the financing and institutional framework for public spending
and public policy. The financing effects are likely to manifest themselves relatively quickly,
whereas the institutional effects will result from the changed incentives generated primarily
by the increased importance of the national budget. These largely relate to changes in the
nature of the country’s governance and will necessarily take longer, whilst also being subject
to a wider range of external factors. [EF{S9]

Two further pertinent references from the EF are:

In the literature survey undertaken as background to the GBS Evaluability Study (Naschold,
2002) close consideration was given to the suitability of first- and second-generation
governance indicators for measuring the institutional changes associated with GBS. The
second-generation indicators appeared more likely to be helpful than the first-generation
ones. However, in elaborating the Evaluation Framework, we have taken the view that efforts
to measure institutional changes in a standardised way are not likely to be justified or feasible
in the context of a country evaluation. Rather, the objective should be to arrive at a robust
qualitative account of the most relevant changes, using the broad headings suggested by the
‘programme theory’ (Weiss, 1998) of GBS. [EF 189],

From the more detailed guidance [EFp66]:

Specific theoretical linkages to probe Indicator or test question

4. Is a more effective and accountable government improving the administration of
Justice and respect for human rights?

Do general improvements in governance Amnesty International and HR Watch reports
appear to be assisting justice and rights?

Why/why not?

Are there acute threats to national security
that could block a reduction in rights abuses
even though government is otherwise
accountable and capable?

H.12 We note that the explicit references to rights in the EF are focused on political and civil
rights. A more inclusive human rights approach would include economic, social and cultural rights,
which places it directly in line with the pro-poor substantive framework of GBS. In other words,
evaluating the impact of GBS on human rights should not be limited to the governance area (and
the realisation of political and civil rights — although this should not be neglected), but should
include the flow of funds effects in, for example, provision of education or the extension of a basic
package of services to previously marginalised groups.
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H.13 Since “governance” and “political governance” are broader terms and ones that are frequently
used in discussion, for example, of various “governance matrices” associated with GBS, we propose
to make use of these terms in the discussion that follows. The broader terms need not detract from
democracy and human rights as specific considerations, but also extend to wider issues that have
affected donor-government relationships in a number of our study countries, such as the international
behaviour of partner governments (e.g. their involvement in international conflicts), their
expenditures on defence and so forth. At the same time, as the previous paragraph stresses, human
rights have a much wider relevance than the conventional political sphere.

A Broader Approach to the CCIs

H.14 The Evaluation Framework attempts systematically to identify and trace the effects of GBS.
However, as discussed in Chapter 3 of the main volume, it is much more straightforward to identify
the specific financial inputs of GBS than it is to distinguish the accompanying inputs of dialogue,
conditionality, technical assistance/capacity building, alignment and harmonisation. Donors are
providing these accompanying inputs but these donors are also, in varying degrees, providing non-
GBS forms of aid and therefore inputs cannot easily be divided into GBS and non-GBS elements.
Like GBS itself, the CCIs have to be assessed in the context of the broader relationship between
government and donors to which GBS contributes.

H.15 “New GBS” places much stress on partnership and government ownership of the poverty
reduction strategy. This presumes a high degree of consensus between government and donors
(and among donors!) but we would not expect, and certainly do not find, complete unanimity.
Donors seek not only to finance an agreed strategy, but also to influence an ongoing planning and
budget process. They have the option to do so through a range of instruments, including general
budget support, earmarked funding, and general “knowledge products” (technical assistance, research
etc.). They also have the option of working with non-government actors, as well as acting at
international, regional and country level. None of these things are mutually exclusive. Donors
take particular interests in different issues (including the CClIs) as their country strategies clearly
indicate. At the extreme, special interest agencies — including various UN agencies and global
funds — are mandated to concentrate on specific CClIs. Most agencies — not least the bilaterals —
expect the CCls to feature strongly in their accountability to domestic stakeholders.

H.16 The strategic and practical issues concerning GBS and the CCIs prompt enquiry along the
following lines:

» Are government and donor preferences vis-a-vis the CClIs significantly divergent, and, if
so, what does this imply for the partnership approach?

» Does GBS provide/facilitate particular opportunities vis-a-vis cross-cutting issues?

» Does GBS close off particular options?

» Has GBS in practice led to a relative neglect of CCIs? If so is that an inherent, systemic
weakness of GBS, or has it been just a contingent failure to make effective use of the
GBS-related dialogue and other opportunities of the GBS relationship?

The final section of this annex elaborates on these questions and locates them in relation to the
Evaluation Framework.

H.17 In considering the practicalities of CCI analysis within the GBS evaluation, we should bear
in mind:
» While it would be inappropriate to ignore the CCls, we do not have the time or the resources
to undertake major gender, environmental, governance or HIV/AIDS reviews even if it would
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be appropriate to do so. A practical balance must be struck.

The CCIs are not symmetrical*® and therefore impact differently on GBS controversies.
For example, governance issues are at the heart of many of the practical debates that
surround the implementation of budget support programmes, while HIV/AIDS, among
other aspects, puts the issue of aid earmarking to its most demanding test.

The next section highlights some of the factors that are specific to particular CCls.

Factors of Special Relevance to each CCI

Democracy and Human Rights (Political Governance)

H.18 Our issues paper for human rights and democracy (F Ischer 2004) highlights the implications
of a human rights approach to development and notes the obvious (though not exclusive) influences
of this approach on the GBS discourse. An initial assumption is that human rights and democracy
were included as cross-cutting issues for assessment on the basis of being important positive values
— ends in themselves.

H.19 From this background, the following aspects of a human rights approach to development are
seen as the human rights value-added to development practice (OHCHR, 2004):

Empowerment of the poor: the entitlement of the poor to access human rights gives them
a claim on the state to maximise their capabilities, such as to be healthy and well nourished,
to be knowledgeable and to participate in the life of a community.

Explicit recognition of the national and international human rights normative framework:
the distinctive feature of a rights-based approach is its legal foundation, internationally,
regionally, and at national level, which if ratified by the country in question, provides
recourse in the case of deliberate steps backwards or persistent non-fulfilment.
Accountability: the human rights approach to poverty reduction emphasises obligations
and requires that all duty-holders, including states, individual donors, intergovernmental
organisations, and local and international civil society organisations, be held to account
for their conduct in relation to international human rights. The mechanisms of accountability
should be accessible, transparent and effective.

Non-discrimination and equality: the international human rights framework has a particular
pre-occupation with individuals and groups who are vulnerable, marginal, disadvantaged
or socially excluded. Thus the integration of human rights into policy frameworks (funded,
inter alia, by GBS) would mean particular and proper attention to those sectors and sub-
sectors that are especially relevant to the poor and to the particular situation of vulnerable,
marginal, disadvantaged and socially excluded individuals and groups.

Participation: the human rights approach to development requires the active and informed
participation of the poor in the formulation, implementation and monitoring of pro-poor
policy frameworks (e.g. PRSs). This would be a right (and therefore an end) in itself, but
also have instrumental value in improving the outcomes of policies.

Right to information: non-access to information (information about programmes of
assistance, their rights, job contacts, political events and decisions, government plans
that affect them, the outcomes of government decisions) is a key dimension of poverty
highlighted by the poor themselves. The human rights approach to development would
emphasise the right to information both as an end and the means towards an end
(participation leading to improved development outcomes).

“In addition, they cut across each other (think for example of the conjunctions between gender, rights and HIV/AIDS

issues).
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H.20 Evaluating government policy and activities (and development programmes) in terms of
democracy and human rights has two dimensions. These dimensions mirror the twin tracks of
analysis ((i) the flow of funds effects and (ii) the institutional effects of GBS) as proposed by the
original Evaluation Framework:*

» Dimension I (flow of funds effects): Whether substantive progress is being made realising

human rights:

Are deliberate, concrete, targeted and appropriate steps being taken to realise human
rights?
Are there any deliberate steps backward?
Are the full available resources being used to their maximum effect?
Are large numbers lacking in the basics?
Is particular attention being paid to vulnerable, marginal, disadvantaged and socially
excluded individuals and groups (i.e. whose poverty is being alleviated first)?
Are government goods and services that are pro-poor being prioritised?

Which human rights should be realised first, and to which level within the context of limited
resources, should be a result of the country dialogue and participation (the institutional effects
of GBS — see Dimension 2). However, the notion of an international minimum threshold of
basic human rights, or core obligations on the state, serves as a benchmark.

» Dimension 2 (institutional effects): Whether the way in which policy (development
programmes) is formulated and implemented is in line with a human rights approach and
principles of effective democracy:

— Are the institutional arrangements of the policy, budget and implementation processes
conducive to meaningful policy discourse between in-country stakeholders and
government?

(¢}

(o)

Is comprehensive, accurate and timely information available? Is it sufficient to provide
a realistic picture of the successes and failures of government policy?

Are there meaningful opportunities for participation? What form does the participation
take? Is it meaningful in so far as inputs from external (non-state and local)
stakeholders may lead to adjustment to policies and their implementation? Who gets
to participate?

Is the legislature effective in its responsibilities as set out in the constitution?

— Are the poor empowered?

(¢}

Is effective information available to the poor and marginalised? Is the information
sufficient to enable the poor to participate meaningfully in debates and/or decisions
affecting their well-being?

Do the poor participate in a meaningful way in decisions that affect them?

Are duty-holders (governments, donors, multi-lateral organisations and non-
governmental organisations with sway over development funds) being held to
account? Are the accountability mechanisms accessible, transparent and effective?
To whom are they accountable?

Are obligations under ratified international human rights conventions prioritised for
funding?

Is there media freedom? Are there opportunities for open and free debate? Is the
distribution of news and fair comment fettered in any way?

4 In terms of the EEF, Dimension 2 also enhances policy effects
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H.21 Interms of the GBS evaluation, a core question from a democracy and human rights perspective
is whether GBS as an aid modality has an impact — positive or negative — along these two dimensions.
In other words, have the answers to these questions changed in any way since the introduction of
GBS and can this be attributed in any way to GBS? Does GBS enable donors to influence
governments to respect and protect political and civil rights more successfully?

Gender

H.22 Our issues paper for gender (Akram-Lodhi 2004) notes the ubiquity of gender issues and

highlights, in particular, the insights of the gender budgeting approach as follows (emphasis added):
Over the last decade extensive substantive work has been done that explicitly addresses the
gendered character of macroeconomics policy, and fiscal policy in particular. A starting
point of this work has been to recognise that a focus upon the outcomes of public spending
decisions, as is commonly done in public expenditure reviews, for example, is mistaken because
gender relations structure the inputs into the public expenditure policy making process, the
process itself, as well as affecting the outcomes of that process. A best practice, gender
aware evaluation of the budgetary process, and hence GBS, therefore needs to investigate
all three dimensions of the public revenue and expenditure framework: inputs, process
and outputs. It must thus consider gender in the appraisal of government spending and
taxation, the gendered impact of public expenditure policies, and the gender-awareness of
budgetary strategy.
Within engendered macroeconomics the evaluation of budgetary processes commonly adopts
the ‘gender budgets’ approach (GBA). A GBA proceeds from three propositions that differ
from those in orthodox macroeconomics. The first proposition is that economic institutions—
states, markets, and households—bear and transmit gender bias. The second is that the
macroeconomy must be defined so as to include the unpaid caring work that goes into
household maintenance activities and whose supply is by and large inelastic with respect to
non-caring work. The third is that gender relations affect the division of labour, the distribution
of productive inputs, the distribution of employment, the distribution of income, and the
distribution of wealth. In so doing, gender relations affect aggregate production, aggregate
savings, aggregate investment, and aggregate net exports, and thus macroeconomic processes.

H.23 The tools of a Gender Budgets Approach include (a) public expenditure incidence analysis,
(b) public revenue incidence analysis, (¢) gender disaggregated beneficiary assessment, (d) analysis
of the impact of public spending on time use, and (e) assessment of the articulation of gender
concerns. Fully addressing these five areas requires integrating gender analysis across the breadth
and depth of the budgetary process. For the practical purposes of the GBS evaluation however, the
requirement is not to undertake such analyses directly but to assess:
the extent to which gender concerns have an explicit and an implicit voice in the policy
process, whether it be in government, in the legislature, or in the interaction between agents
from civil society and the government (Akram-Lodhi 2004)
as well as the influence of GBS on this via the flow-of-funds, the policy and the institutional effects
to which it gives rise.

Environment

H.24 The pursuit of sustainable development and sustainable poverty reduction means that the
effect of development assistance on the environment is a major concern of donors and recipient
governments alike. The GBS evaluation should note the role (if any) of environmental policies and
issues in the dialogue that accompanies GBS. As with the other CCls, it is appropriate to note
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donors’ stated international environmental policies and actual country strategies towards the
environment (both donor and government), and see whether these carry any particular implications
for budget support. We need to know how donors themselves are approaching cross-cutting issues
like environment, particularly within budget support; and what standards/indicators are being used.
Environmental standards may be a contestable area among donors with a risk of erosion of such
standards if donors are keen to disburse faster. A relevant underlying issue may be the scope for
donor alignment with the country’s own environmental standards, depending on how adequate
those standards are, and on whether the strengthening of national standards is a practical strategy.
This issue is analogous to concerns about standards of financial management: does GBS offers
opportunities for influencing environmental standards across all public expenditure? — not just
stipulating the standards to be applied to specific projects financed with earmarked aid (Oates,
2004).

H.25 GBS has to be seen in the context of possible complementarity (and possible dissonance)
with other aid that has environmental objectives. Environment is not a sector and mainstreaming is
not primarily about allocating funds to it — it is about developing appropriate linkages with other
poverty reduction initiatives. However, although environment is usually regarded as a cross-cutting
issue, it may in some circumstances also be seen as a “sector”” competing for public funds and for
external aid resources. As noted in the EF (see earlier section) environmental expenditures are a
good source of examples where the preferences of governments and of external aid agencies may
differ. These differences may be explicable, inter alia, in terms of different time preferences of the
respective decision makers, the (possibly international) public goods nature of environmental benefits
and costs, and the different systems of accountability that are faced. On the latter, most agencies
have more or less rigorous Environmental Impact Assessment (EIA) requirements, which may be a
source of tension between the government and external financiers. Reciprocally, donors are reluctant
to depart from project modalities if they think the government’s own environmental policy and
standards are not good enough.

H.26 Relevant issues noted for the field visits (Oates 2004) include:

* What are donor country and within-sector strategies towards environment in the case study
countries, and to what extent is the environment treated as a cross cutting issue to be
mainstreamed?

» What is the government’s policy / strategy towards the environment? In particular, how is
environment handled in the country PRSPs?

» Are there any conditionalities related to the environment in GBS agreements / matrices?

 Are there tensions between government’s and different donors’ approaches to environment?

* Are environmental standards an issue for government and donors in each country? Are
environmental standards in project implementation likely to be more appropriate with
budget support or with other modalities?

» For each donor, is there significant direct / earmarked investment in the environment “sector”
(outside GBS)? If so, why?

 In each country, are donors harmonised in practice about approaches to environment and
related conditionalities?

HIVIAIDS
H.27 This may be seen as a more particular concern than the other CCls, though not in any sense a
less important one. Aspects highlighted for this evaluation (Barnett 2004) are:

» The need to recognise the potential scale of the effects of HIV/AIDS (*“all statistics about
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life expectancy, demography, macroeconomic growth rates, targets and expectations, health,
government personnel resources, and quite a lot more must be reviewed [in light of past
and future HIV/AIDS impact]”).

» The potential high opportunity cost of macroeconomic and fiscal choices in terms of their
HIV/AIDS implications (“Macroeconomic management policies may be sound from a
short to medium term perspective but demanding certain fiscal disciplines may actually
slow down roll-out of ARV programmes.”).

* The vulnerability of the budgeting and monitoring system to potential losses of key
personnel.

» The limitations of the PRSPs which underlie GBS programmes, since in general they do
not take HIV/AIDS properly into account.

H.28 HIV/AIDS presents in its starkest form the dilemma as to how to reconcile the principle of
government ownership and decisions on development priorities and resource allocation with desires
to provide dedicated funding to meet specific challenges. (The Uganda government’s stance that
global fund resources, including GFATM, should not be excluded from MTEF sector ceilings
illustrates the reality of this dilemma in the context of GBS.)

Conclusions: Addressing CClIs in the GBS Evaluation
CClI-Specific Questions for the GBS Evaluation Framework
H.29 We noted earlier that the strategic and practical issues concerning GBS and the CCIs prompt
enquiry along the following lines:
» Are government and donor preferences vis-a-vis the CCls significantly divergent, and, if
so, what does this imply for the partnership approach?
» Does GBS provide/facilitate particular opportunities vis-a-vis cross-cutting issues?
» Does it close off particular options?
» Has GBS in practice led to a relative neglect of CCIs? If so, is that an inherent, systemic
weakness of GBS, or has it been just a contingent failure to make effective use of the
GBS-related dialogue and other opportunities of the GBS relationship?

H.30 Clearly, the answers may be different for different CCls, and may be viewed differently by
different aid agencies (and governments). Relevant evidence should be found by examining, for
instance,
« How do the cross-cutting issues feature in planning and policy making (Level 1)?°°
» Do they feature in specific aspects of dialogue and/or in specific GBS-related conditionality?
» With regards to the flow of funds, how do they feature in the formulation of budgetary
priorities and the actual allocation of budget funds?
» With regards to institutional effects, how are they reflected in the management processes
and accountability?
» With regards to outcomes and impacts (related to both funds and institutional effects),
what CCl-relevant targets are set and what results are monitored? How does this feed back
into the upper levels of the EF?

H.31 CCl-related questions for each level of the Evaluation Framework, based on the considerations
reviewed in previous sections, are set out in the matrix appended to this annex (Box H.2). These
will be further reviewed and elaborated prior to the country field studies. Initial country level
observations on the CClIs are summarised in the second matrix appended to this annex (Box H.3).

50 The same question is relevant at Level O of the EEF.
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Conclusions
H.32 A number of points are worth highlighting:
»  We suggest that human rights and democracy issues are addressed under the slightly broader
heading of (political) governance, which has been a crucial theme in GBS experience.
» More emphasis needs to be paid to Levels 1 and 2, and the way that CClIs enter into the
discourse between government and GBS donors.’
* GBS impacts on the CCIs need to be assessed in the context of an understanding of the
entire government/donor relationship of which GBS forms a part.
» The CCIs highlight the need to recognise the circularities of the GBS logical framework,
and therefore to pay special attention to the feedback loops from monitoring of CClIs to
CCI policies and resource allocations.
* A particular dilemma concerns the potential tension between issue-specific funding
(quintessentially but not exclusively from global funds) and the national-ownership
principles that underlie PRSPs and partnership GBS.

H.33 As well as seeking (as far as practical) to collect the specific evidence cited in this annex, the
country field reports and the synthesis report will include descriptions of how CCls feature in the
GBS relationship. These will draw on documentary sources and interviews. In addition, the CCIs
will be highlighted as a key topic in the in-country workshops of this phase. However, we stress
again that it is beyond the scope of this evaluation to undertake substantive appraisals of the CCIs
in the study countries.

3! Also, in EEF terms, for Level 0
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Annex J: Country Report Structure

ANNEX J - COUNTRY REPORT STRUCTURE

IR2 Annex J presented an outline structure for the Country Reports. This has been revised
below to reflect the experiences of Country Team Leaders preparing zero drafts against the
original outline, and the desire to address the key Evaluation Questions as systematically as
possible. During the Field Preparation Workshop the EQs and the report outline were refined
in parallel, leading to the completely symmetrical result depicted below and in the matrix of
Evaluation Questions (Annex K). The outline was validated and endorsed by the Country
Team Leaders at the workshop (with slight refinements subsequently to maintain and strengthen
the symmetry with the Evaluation Questions).

Excluding the Executive Summary, the Country Report falls into three parts:
» Part A: Context/Description
* Part B: Evaluation Questions: Analysis and Main Findings
» Part C: Synthesis — Overall Conclusions and Recommendations

It will also have an Executive Summary, which must be capable of being used as a free-standing
briefing paper.

Overall length is to be 50-80 pages (maximum) for the main body of the report. This means:
» systematic use of Annexes for supporting data or additional detail
» 10-15 pages for Part A
* 5-6 pages for each chapter in the Part B (hence around 50—60 pages altogether)
» [0-15 pages for Part C
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PART A: CONTEXT/DESCRIPTION

Al. Introduction and Conceptual Framework for the Evaluation

Country Teams will be provided with a standard draft for this chapter, which will cover:

international background - definitions and evolution of budget support

rationale for joint donor evaluation of GBS

definition of GBS, and special focus on (relatively new) partnership GBS with aim of
identifying good practice in partnership GBS

the wide range of expectations about partnership GBS and the broad hypotheses about
its immediate and systemic effects

summary of the evaluation methodology and its link to the country study process and
the country report structure

A2. The Context for Budget Support in Country

The Country Context (very brief background on country features)

Overview of aid flows

Evolution of aid relationships (including explanation of key periods, phases - box of key
dates to be provided)

Aid modalities, extent of programme aid; evolution and extent of partnership GBS in this
country

It is crucial to link this section to the inventory [Annex E], spelling out what are:
(a) the operations that are unambiguously partnership GBS
(b) borderline operations (meet most of the criteria for partnership GBS, but some ambiguity

(c) other relevant programme aid (forms part of the historical or continuing context for

(d) programmes/projects complementary to partnership GBS (e.g. and NB relevant TA

- e.g. about real vs. notional earmarking)
partnership GBS)

and capacity building)

Different approaches of different IPs to partnership GBS
Perspectives of different national stakeholders on partnership GBS

A3. The Evolution of Partnership GBS in Country

Origins and design of GBS operations in this country

NB: not to assume that partnership GBS is a single design with a fixed starting point; emphasis
on dynamics and (continuing) evolution of partnership GBS and how it responds to the different
motives, expectations and design preferences/constraints of different partners

what were the experiences of programme aid prior to partnership GBS?

what werelare government’s desires and expectations vis-"-vis partnership GBS?
identify the different sub-sets of IPs and their motives for, and approaches to, involvement
in partnership GBS [very important for establishing relevant counterfactuals]; what
were their pre-conditions for embarking on partnership GBS?

has GBS been additional or a substitute? (overall, and for particular donors) is it seen
as part of a strategy for scaling up? what alternatives to GBS were considered, what
alternative and/or complementary innovations in aid management (e.g. SWAps etc.)
have happened|are happening?
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PART B: EVALUATION QUESTIONS: ANALYSIS AND MAIN FINDINGS

Each chapter responds to one of the key Evaluation Questions.
In each case it will (briefly!):

 relate the scope of the chapter to the EEF (which levels and streams of the EEF is it
mainly concerned with?);

» note the main causal hypothesis (hypotheses) that is (are) being tested;

* note any special challenges in attribution associated with the hypothesis;

» present relevant facts;

» draw (an) overall conclusion(s) based on the judgement criteria of the EQ matrix;
evaluators will indicate the strength of the causal link from PGBS to a particular effect
(no effect, weak, moderate, strong) and the evaluator’s confidence in the attribution
(high confidence, medium confidence, low confidence);

* there will be no recommendations in this part.

B1. The relevance of partnership GBS

B2. The effects of partnership GBS on harmonisation and alignment
B3. The effects of partnership GBS on public expenditures

B4. The effects of partnership GBS on planning and budgeting systems
BS. The effects of partnership GBS on policies and policy processes
B6. The effects of partnership GBS on macroeconomic performance
B7. The effects of partnership GBS on the delivery of public services
B8. The effects of partnership GBS on poverty reduction

B9. The sustainability of partnership GBS and its effects

B10. Major cross-cutting issues
This chapter is not based on a separate EQ, but requires teams to draw together findings relating to
the following cross-cutting issues and themes, based on the analysis performed for each of the EQs,
but carrying the analysis further as appropriate (see relevant section of Chapter 4):
» The (official) Cross-Cutting Issues (gender, environment, HIV/AIDS, democracy & human
rights)
» Other major topics that cut across a number of chapters/EQs, and/or which have been
highlighted as especially significant. These include:
— decentralisation
— government capacity and capacity building
— balance between public and private sectors
— transaction costs
— corruption
— ownership
— democratic accountability

259



Annex J: Country Report Structure

PART C: SYNTHESIS - OVERALL CONCLUSIONS AND RECOMMENDATIONS

TOR §3.1:
The purpose of the evaluation is to evaluate to what extent, and under what circumstances
(in what country contexts), GBS is relevant, efficient and effective for achieving sustainable
impacts on poverty reduction and growth. The evaluation should be forward looking and
focused on providing lessons learned while also addressing joint donor accountability at
the country level.

C1. Synthesis of Evaluation Conclusions

Bearing in mind the overall purpose of the evaluation (TOR extract above) this part of the Country
Report develops an overall assessment of partnership GBS in Country, built up from (and
systematically cross-referenced to) the component assessments in Part B. (But the focus will be on
which approaches to GBS appear to have worked/not worked at country level and why: it is the
Synthesis stage which will address the “in what country contexts” part of the TOR.)

The main assessment is standard across the CRs (as is Chapter B10 on cross-cutting issues and
themes). In two additional sections, country teams may:

(a) Address other issues that have emerged as important in country and/or which respond to
specific issues raised by country stakeholders.

(b) Offer suggestions towards the cross-country synthesis, including tentative
recommendations as to what may be regarded as good practice in partnership GBS. This
is the only part of the Country Report where recommendations will appear, and they will
be clearly flagged as preliminary. Recommendations will be linked to scenarios about
the possible future role of partnership GBS in aid to country.

NB The draft CRs are, first, an input to the Synthesis Note Workshop. Country level
recommendations will be finalised only after the SN workshop and the SG review of the SN and
CRs.

ANNEXES

Bibliography/Sources
* Including list of persons interviewed

Note on Methods
» Comment on experience in applying the EEF and lessons learned from it (including country
evaluation process and timetable, the use of workshops etc.)

Aid Data and GBS Details
+ link to inventory; summary information on partnership GBS and other relevant programme
aid etc.
Other Supporting Data

Country Level Case Studies

Other?
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ANNEX K: KEY EVALUATION QUESTIONS
Introduction

K.1 This set of key Evaluation Questions bridges the schematic depiction of the Enhanced
Evaluation Framework in Figure 3.2 of the Inception Report, the Causality Map (Figure 4.1) and
the detailed logical framework (Box 4.1 and Annex G).

K.2 The EQs are also symmetrical with the Country Report structure set out in Annex J; each
corresponds to a chapter in Part B of the Country Report.

K.3 Each question is related (see first column) to the appropriate DAC evaluation criterion, and is
primarily concerned with the levels and the effects streams also noted in the first column (in the
nature of such a complex evaluation, the boundaries between questions cannot be watertight, and
teams are required to consider and comment on significant interactions between the three streams
of effects).

K.4 Causality chains: for each EQ the causality sub-chains that are likely to be most significant
are indicated (cross-referenced to the Causality Map which is reproduced, for convenience, at the
end of this Annex). In the Judgement Criteria column, only those Causality Chains that appear
particularly interesting are mentioned. Evaluators should check if other sub-chains are more
important.

K.5 Counterfactuals: consistent with the discussion of appropriate counterfactuals in Chapter 3,
the appropriate types of counterfactual are noted for each question; evaluators are not expected to
construct full alternative scenarios for the counterfactual, but they do need to bear in mind the
appropriate comparators for each question.

K.6 Judgement criteria in the form “the extent to which...” etc. require the evaluators to make an
attribution of causality; this should indicate the assessed strength of such links (none/weak/moderate/
strong) and the evaluators’ degree of confidence in the judgement (low/medium/high confidence).

K.7 The two right hand columns note the types of relevant evidence to be looked for and likely
sources for such evidence; the bulk of data sought is secondary evidence, very selectively augmented
by key informant interviews and consultations to assist in identifying, interpreting and amplifying
the secondary data.

K.8 Annex G provides more detail on appropriate indicators.
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