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Corporate-level Evaluation on Efficiency
Draft Approach Paper

. BACKGROUND AND CONTEXT
A. Background

1. While approving the 2011 evaluation work programmeits December 2010 session, the
Executive Board requested the IFAD Office of Evéilva (IOE) to conduct a corporate-level
evaluation on efficiency in 2011-2012.

2. Project efficiency. The performance of IFAD-funded projects in termsefifciency’ has been
assessed for quite some time, and reported in &iafureports prepared since 2002cluding the
Annual Report on Results and Impact of IFAD Operadi(ARRI). Efficiency of IFAD operations has
consistently received the lowest ratings in evadmat by IOE. In fact, the 2010 ARRI reveals that
only 42 per cent of IFAD-funded projects were madely satisfactory, 15 per cent satisfactory and
none highly satisfactory in the period 2007-2009isTimplies that 43 per cent of the projects
approved are moderately unsatisfactory or worsee Bélow chart shows the three-year moving
averages of project performance in terms of efficjesince 2002.

The Performance of IFAD-financed Operations: threeyear moving averages
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3.  The performance of IFAD-funded projects in termsefiiciency is relatively low compared to
performance in other evaluation criteria (e.g.evahce, effectiveness, etc.). It is also well betbas
2012 target approved by the Board in September ZD89 75 per cent of the projects would be
moderately satisfactory or better for efficiencyjhe 2010 Report on IFAD’s Development
Effectiveness produced by the Fund’'s Managementalsva broadly similar picture about the
efficiency of IFAD-funded operations.

! See paragraph 12 for definition of efficiencyi®AD-funded projects.

2 This is the year in which IOE introduced a systémmethodology based on internationally recoghize
evaluation criteria (including efficiency), appligdall evaluations done by the Division.
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4. The IFAD Independent External Evaluation (IEE, 208&und that only 45 per cent of the
projects evaluated were moderately satisfactorjetter in terms of efficiency. The IEE also called
attention to a number of key IFAD corporate busine®cesse$such as loan administration, project
life cycle management, human resources managerardtknowledge management, all of which
impinge on the efficiency of IFAD-funded projects.

5. The 2010 ARRI Issues Paperin light of the relatively weak performance ofAlB-funded
operations in terms of efficiency, in December 2008 Board decided that the 2010 ARRI should
focus exclusively on efficiency as the only leagniheme in the context of the 2010 ARRI. In this
regard, IOE prepared an Issues Phparthe topic, which served as the main backgraloeiment
for an in-house learning workshop on efficiencygaorized last year with the IFAD Management and
staff. The main elements in the Issues Paper amaubtcome of the learning workshop (see below
box) were used in preparing a dedicated chapteffariency that was included in the 2010 ARRI.

Some Key Factors that Contribute to Project Efficiecy

Factors that contribute to efficiency

e Clear objectives; appropriate, simple and focusesbighs; high quality partners apd
implementing agencies; effective project managenieciuding well-functioning monitoring
and evaluation; rapid decision-making; and goodiathtnation.

e Wider community participation in small infrastrurtudevelopment and their operation gnd
maintenance can lead to lower costs as comparethftastructure constructed only Ry
contractors.

contributed to efficiency. In other cases, suchregorted in the Mozambique CPE, sepafate
dedicated PMUs were more efficient than projects there fully integrated within nation
institutions.

 The location of project management units (PMUSs)hinitexisting government structur[s

» Using competitive bidding processes to identifytcactors for project service delivery, insted
of having inter-ministerial committees lead theesébn can have favourable effects on project
efficiency.

e Choice of partner institutions and the overall ilmgibnal arrangements are another critigal
factor.

» Direct supervision and implementation support, emghtry presence.

Factors that contribute to inefficiency

» Projects with multiple components, including wideographic coverage have contributed| to
higher costs.

e Delayed recruitment and rapid staff turnover witRiUs.

* Projects that are ‘under-designed’ at entry cad tezigher costs.

» Cofinancing can add to complexity in implementatimd delays especially, for example,| if
procurement systems are not harmonized upfront.

6. Among other points, workshop participants overwhegly underlined the importance for
IFAD to study more in detail institutional efficieyissues. In this regard, participants noted #exin

® A ‘corporate business process’ is a collectionetdited, structured activities or tasks that poeda specific

service or product for a particular customer. It @so be considered a series of logically relaetilvities or
tasks performed to produce a defined set of results

*  The Issues Paper may be seen at: www.ifad.orgiatian/arri/issues/2010/efficiency.pdf.

> The 2010 ARRI may be seen at: http://www.ifad/evgluation/arri/2010/arri.pdf.
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for gaining a thorough understanding of the opputies and challenges related to corporate business
processes that affect overall institutional effii¢ but also impinge on project-level efficiency.

7. A review of the past ARRIs (and the underlying emdibon reports) point to the challenges
confronted at IFAD in assessing project efficieregirly independent and self-evaluation reportstpoin
to uneven coverage of efficiency in evaluationscHegeport, including the most recent ones, note the
difficulty of assessing efficiency, citing reasossch as limited data availability, the inherent
complexity of assessing non-physical outputs, dsagea lack of clarity among staff and consultants
as to the concept of efficiency in general.

8. Institutional efficiency. There have been some efforts in the past that aared specifically at
improving institutional efficiency since the mid9®s. In particular, based on the recommendation of
the Executive Board, at its session in 2000, theseBong Council adopted the Process Re-
engineering Programme. The aim of the Programmetwdkelp develop operational structures in
IFAD that reflect major efficiency gains in its viomrocesses”. The Process Re-engineering
Programméwas to be implemented between 2000 and 2005.aA o6tUS$26 million was allocated
by the Board through capital budget expendftfioe the Programme’s implementation. In addition,
approximately 64 person/years of IFAD staff timed 88 person/years of consultants’ time were
budgeted for the purpose. The identified areasntdrvention of the Programme were financial
resources management, human resources managemeniletge management, information
technology management, institutional governanceéereal relationship management, institutional
services management, and programme developmengeraeat.

9. IFAD’s Action Plan for Improving its Development fE€tiveness (approved by the Board in

December 2005) was mostly focused on improvingltgseven though it did include provisions for

improving institutions efficiency, especially bygonoting human resources reform. A total of US$9.5
million was allocated towards its implementatior2006-2007, which were taken from the savings of
the original budget allocation towards the Prodessngineering Programme.

10. Institutional efficiency was explicitly reflected ithe Board’'s decision in 2005 to introduce an
institutional efficiency ratio - the percentagel6AD’s annual administrative budget in relationit®
programme of work of loans and grants. It was datithat the percentage should not exceed 17.1 per
cent, and IFAD was required to work towards redgdime ratio over time with a target of 13.5 per
cent by 2012. The efficiency ratio in 2010 stood.@t per cent, and at 12.6 per cent using a broade
measure of efficiency encompassing external resgufe.g., from the Global Environment Facility)
directly managed and supervised by IFAD with asged management fees for such resources.

11. In light of the prevailing global economic and fivegal crisis, IFAD member states and the
Management alike are increasingly interested inuemg that the Fund understands better and
improves its overall institutional efficiency. Imdt, some Board members have recently questioned
whether the indicator adopted in 2005 (see paragifipabove) is appropriate, and have called for a
wider reflection on alternative indicators and agmhes that can provide a more accurate appratiatio
of IFAD’s institutional efficiency. Among other rsans, this is because the aforementioned
institutional efficiency ratio only provides an acmt of planned administrative budgets in relatmn
the planned programme of work of loans and grafiternative indicators, such as for example, the
actual administrative costs over actual disburseésnenay be more illustrative of the Fund's
institutional efficiency. In sum, it is widely regnized by both IFAD member states and the

®  See paragraph 13 for definition of institutioa#lciency.

" The Process Re-engineering Programme was renamée Strategic Change Programme in September

2001, but retained broadly the same objective eélilengh with a greater emphasis on linking the rexiest
processes with the then Strategic Framework. The &fi the Strategic Change Programme was to achieve
changes in the organization that would allow IFADKecome more efficient and effective in deliveritgy
vision.

8  See document EB 99/68/R.8. It may be downloadebttp://www.ifad.org/gbdocs/eb/68/e/EB-99-68-R-
8.pdf.



EC 2011/66/W.P.5

Management that institutional efficiency is indemte of the most critical issues the Fund has to
address in the near future.

B. Definitions

12. Project efficiency. The efficiency of IFAD-funded projects can be definasgetting the most

out of the resources used. The Development Assistance Committee of the Qsgéion for Economic
Co-operation and Development (OECD/DAC) definegigficy as a measure of how economically
resources/inputs (funds, expertise, time, etc.) are converted to result’. In its evaluation manudlJOE
has adopted the same definition of project efficyeas used by the OECD/DAC, which is also used
across the multilateral development banks in teedduations.

13. Institutional efficiency. The concept of institutional efficiendyas not been explicitly defined
in IFAD, except in the ratio formulated by the Bdan 2005. There is broad agreement in the
development community that low administrative castative to the volume and quality of services
delivered are a sign of institutional efficiencydarconversely, that high administrative cost as a
percentage of resources dedicated to developménwitias/operations are a sign of inefficiency. $hi
highlights the usefulness of benchmarking withiiADF; that is, of comparing unit costs for the
delivery of services across operational units (afitding account of the differential unit costs for
travel to borrowing countries). Comparisons acrosstitutions after taking account of sector
difference are also valuable, although it is natesly difficult to achieve comparability due to the
“apples and oranges” dilemma (i.e., the frequerd ‘are different” claim). Nevertheless, an indicator
such as the ratio selected by the IFAD Board pereentage of IFAD’s annual administrative budget
in relation to its programme of work - is a goodq# to start.

14. Institutional efficiency has commanded more attamtt IFAD in recent years:

. The Strategic Framework 2007-2010 focused speliffioa “raising efficiency”. It aimed
at: “maximizing the proportion of total adminisike expenditures dedicated to
development operations”; seeking cost savings hyclmarking process costs with
comparable organizations; exploring opportunities dutsourcing and sharing services
with other Rome-based organizations; and freeingeapurces by closing non-performing
loans and grants.

. The Medium-Term Plan 2010-209roposed the use of zero-based budgeting to fglenti
economies of scale, efficiencies and savings. fitemized the importance of the Strategic
Workforce Plan toward “improving IFAD’s efficien@nd value for money”.

. The proposed Strategic Framework 2011-2015 ameliflds focus by stressing the
importance of “devoting an increasing share oféources to programs and projects and
improving the efficiency of its business process#tsddded the element of “better use of
IT in operations and in internal business procésseseans to this end.

. The Managing for Development Results Framework &lisphasized “maximizing the
share of budgetary resources dedicated to opesahtzmtivities” by ensuring that IFAD’s
human and financial resources are used in the effisient way possible to achieve its
mandate.

15. The average unit cost of a high level staff yedaigely driven by salary, benefits and travel
policies along with demographic factors. Addresdimg detailed cost dimensions of these structural
policies and their implications for attracting amadaining high quality staff lies beyond the scafe
this evaluation as it would require a very compbenchmarking exercise. This said, broad brush

®  The IOE evaluation manual may be seen at: wwidfa/evaluation/process_methodology/doc/manual.pdf

% The Medium-Term Plan, in turn, sets out a rollihgee-year corporate work plan and describes HADI

generates outcomes to accomplish its strategictibgs of rural poverty reduction and food security
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comparisons of unit costs with similarly situatadtitutions will be attempted and use will be matie
IFAD-wide staff surveys (2006 and 2008) that pointveaknesses related to human resources policies
and practices that may have an adverse impactstitutional efficiency. A more recent Staff Survey,
undertaken in 2010, still being analyzed, will ®as a useful input into the evaluation. The Update
on Change and Reform Implementation as well atbgress Report on Human Resources Reform
presented to the Board in December 2010 outlingeri@s of human resources changes to strengthen
capacity, work environment and performance managenwgether with measures to seek other
institutional efficiencies in operations and suggonctions that the evaluation will also consider.

16. However, the question remains as to how to defiséitutional efficiency. For clarity and to
structure this evaluation, the concept of instinél efficiency will distinguish between two major
dimensions:

(i) Institutional efficiency as it relates to “operatsd - processing of country strategies and
projects and other operational outputs - refercetidreafter asoperations efficiency”,
which is driven by the operating model by which BAlelivers on its core mandate.
Essentially, this is equivalent to the efficiency the Programme Management
Department, its divisions, and country offices.

(i) Institutional efficiency as it relates to all oth@srporate business processes - referred to
hereafter as'administrative efficiency”, which relates to the cost of each corporate
business process as a proportion of total admaieér costs and US$ transferred to
beneficiaries, in comparison with benchmarks ondgdad metrics. So, for example, this
will include corporate business processes such asagement decision-making and
financial and administrative controls.

17. There is a third factor — beyond operations andimidtrative efficiency — that affects IFAD’s
institutional efficiency. This relates to the ovesachitecture and functioning of the Fund’'s gavag
bodies, including the Governing Council, the rement process, the Executive Board and its sub-
committees and working groups, as well as the garionteractions with the List Convenors and
Friends. For example, the Management and stafftdeumancial resources and a sizeable amount of
time in preparing documents and organizing meetioigshe various governing bodies. It would
therefore be appropriate for this evaluation teeasghe Governing Bodies architecture in a holistic
manner and make suggestions for introducing, adetkeny structural or process changes that may
contribute to improving IFAD’s overall institutiohafficiency.

18. Finally, the project efficiency ratings securednfrevaluations will be complemented by budget
analyses through benchmarking of administrativéscasross the regional divisions of the Programme
Management Department. This will help identify goadd poor practices in operational resource
management. External benchmarking on the other saparticularly complex and elusive because of
the “uniqueness” of each organization and the yaiostic accounting of costs. On the other hand,
good practices in budget and personnel managem#riteasought among comparator agencies and
trends in efficiency within IFAD and across orgaatians will be examined.
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C. Relationship between the various dimensions of effiency
19. The following figure aims to show in a visual mantiee relationships between the various

dimensions of efficiency, including the importanoé the governing bodies architecture and
functioning as one of the key determinants of IFAWider institutional efficiency.
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D. What do we know from other organizations?

20. The 2010 ARRI Issues Paper also aimed to captuyeekperiences and concerns of other
development organizations with regard to both mtejevel and institutional efficiency. Some of the
findings are reproduced here below.

21. Project efficiency. A number of reports from other agencies have ifledtweaknesses in the
way project efficiency is assessed. An Inter-Armami®©evelopment Bank review of country strategies
found that the absence of a clear definition of ttencept of efficiency made its usage
‘uninformative’. A review of 25 United Nations Ddepment Programme evaluations found that in 40
per cent there was no efficiency assessment, aadunther 40 per cent the assessment was rated as
poor or very poor. A review of 34 Swedish Interoatil Development Cooperation Agency
evaluations concluded that only 21 per cent comsdiesfficiency sufficiently. It commented as
follows: ...very few provided a systematic assessmétiie value of the benefits (outputs, outcomes,
impacts) of the evaluated intervention in relatienthe costs of producing them. The fact that
questions about efficiency are technically demamdénprobably one of the main reasons for the lack
of competent efficiency assessments in the samgperts. Assessments of costs in relation to
outcomes or impacts, which tend to be more complexless common.

22. There has been a more general decline in the useositbenefit analysis (CBA) in both
appraisals and evaluation. A recent (2010) WorlahkBatudy® has found that the percentage of
investment operations that contain an estimatbettonomic return has declined from nearly 70 per
cent in the 1970s to approximately 30 per cenhéndarly 2000s. The World Bank Annual Review of
Development Effectiveness (2009) commented thah@oa: CBA had become a ‘dormant subject’.
An Inter-American Development Bank review foundttlomly 8 per cent of projects with CBA

X This report may be seen at www.worldbank.org/oed.
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achieved a high score for the quality of the ecdoa@nalysis. While part of this decline in the ity
attached to CBA may be traced to changes in the @fid, this only explains part of the declinbeT
evaluation was review the extent to which CBA isdigh IFAD for assessing project efficiency and
reflect on the opportunities and challenges offdngthis tool.

23. Unsurprisingly, this weak focus on efficiency idleeted in the very limited treatment in the
evaluation literature. While all international fir@al institutions use efficiency as one of the mai
OECD/DAC evaluation criteria, there is very litpeblished data on project efficiency. Data has only
been found for the Asian Development Bank (59 et efficient or highly efficient) and the African
Development Bank (50 per cent moderately effic@ritetter).

24. There is one further issue that deserves due mttentsomething which is only marginally
covered in either IFAD documents or by other orgations - namely, the efficiency of developing
partner countries’ own capacities, systems andgoaes related to development planning, resource
allocation, project implementation, monitoring ae#aluation and reporting. This is extremely
important and has an important bearing on the ieffay of operations funded by multilateral and
bilateral aid organizations.

25. Finally, it is worth noting that that the evaluatidivision of the German Federal Ministry for
Economic Cooperation and Development has receotiypteted a study on tools and methods for
evaluating the efficiency of development intervensi® It includes a catalogue of 17 methods that
can be used for assessing aid efficiency inclugicgnometric methods, cost benefit analysis, expert
judgement, benchmarking of unit costs, and othEns. evaluation will examine this study in detall,
with the aim of identifying techniques and appraecthat may be pertinent in the IFAD context.

26. Institutional efficiency. IFAD’s institutional efficiency also needs, to tartent possible, to be
assessed against the backdrop of how other conipatatelopment organizations fare on efficiency
grounds. However, benchmarking IFAD against otheternational financial institutions or
development agencies on efficiency is fraught \pitbblems. The few attempts to date have generated
controversial resultS, because they concluded that IFAD was relativesfficient compared with
bilateral agencies and other international findnastitutions, but better than most UN agencidse T
problem with this and other external benchmarkiaghe difficulty of comparing like with like.
Agencies account for administrative costs in ddfarways, and it is difficult to allow, for example
for the diseconomies of scale encountered by IFAIhmared with other international financial
institutions and the additional costs imposed bypirticular mandate and its status as a spedalize
agency of the United Nations. Most efforts thatspré comparative data on performance across
development organizations (e.g., the 2010 MultilteOrganisation Performance Assessment
Network, which for the first time included IFAB,and the recently completed Quality of Official
Development Assistance by the Centre for Globaldlmment’) focus primarily on aid effectiveness
measures and with relatively limited attentionristitutional efficiency measures.

27. Also, it should be recalled that the Fund was distadd primarily as an institution to provide
financing for projects designed by other institnfio It was not permitted by the Agreement
Establishing IFAD to undertake direct supervisioor, was it expected to have country presence or get
involved in policy dialogue. However, in recent ggahere has been a radical shift in its operating
model, which has increasingly established IFAD dallafledged development agency that finances
investment projects and programmes, conducts its swpervision, is involved in policy processes,
and has country presence in numerous member stétesecent changes imply a steep learning curve
for the institution and resultant one-time ‘entpsts’. These and other factors need to be considere
any benchmarking of IFAD’s institutional efficiengyith other multilateral or bilateral aid agencies.

12 gee report by Markus Palenberg (December 2010).

13 For example, see Where Does the Money Go? BesWarst Practices in Foreign Aid. Easterly, W. and

Pfutze, T. (2008). Fixing Failed Foreign Aid: Cagefcy Practices Improve? Williamson, C. (p. 13).

14 See 2010 MOPAN report at http://www.mopanonling.o

> By Nancy Birdsall and Homi Kharas, October 2010.
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28. Most of the discussion of efficiency in annual rgpoof other organizations relates to
institutional efficiency, with the ratio between naidistrative expenses and disbursements or
approvals, and improvements in this over time, see@ key indicator. OECD/DAC Peer Reviews
highlight the institutional efficiency measuresdakby bilateral agencies in recent years. A common
approach is to reduce administrative costs; imptenaesmaller number of larger projects; shift to
programme and budget support; concentrate on desrmalmber of countries; and relocate all or part
of headquarters staff to a cheaper location. Whlefocusing on efficiency directly, the net effeft
these changes - together with the increased fataewelopment results and the Paris/Accra agendas -
would be to improve the institutional efficiencytbe agencies concerned.

E. Conclusion

29. The discussion above shows that IFAD has been sside “project efficiency” in its
independent and self-evaluation reports and inARRIs for quite some time. While there is a
reasonable understanding of IFAD’s performance his area as well as the many factors that
contribute positively or negatively to project eféncy, a deeper analysis would be beneficial.
However, there has been far less done to asseasmderdstand institutional efficiency. Accordingiy,

is proposed that a significant level of effort diist evaluation be devoted to evaluating IFAD’s
institutional efficiency - operations efficiency cdamdministrative efficiency including the governing
bodies architecture - taking account of how thisospt has evolved/expanded in recent years.

30. With respect to project efficiency, there is soraekl of clarity around the concept and its
application, and there appears to have beenfittles on whether and how efficiency is addressed by
IFAD staff in the design of projects and their implentation. The experience at comparable
organizations indicates significant differencesaw project efficiency is assessed. Accordinglys it
proposed that with respect to project efficienty evaluation addresses three aspects: (i) review t
questions and approaches for evaluating projedti@ficy in IFAD, learning also from comparable
organizations; (i) assessment of the understandindg attention by staff of project efficiency,
including a look at how staff are taking into calesiation IOE recommendations for improving the
same; and (iii) analyze the efficiency of recipigoernment’s institutions and processes, whianis
important contributor to the efficiency of IFAD-faimced projects together with IFAD’s own
institutional efficiency.

31. Finally, it is important to underline that in addit to being demanding and complex, this
evaluation presents considerable methodologicdlerigges. This is exacerbated by the fact that it is
difficult to find a similar previous evaluation c&d out by another development organisation that
could be used as a benchmark. In addition, the [aties related to the collection of data and
information — especially regarding budget use aadsactions costs in borrowing countries — cannot
be underestimated. As such, serious efforts willnvested in the evaluation’s inception phase (see
paragraph 37 below), towards further developingrtiehodology, process, and instruments for data
collection that will enable the evaluators to fullie evaluation objectives in a satisfactory ankly
manner. The discussion of this draft approach pajtbrboth the IFAD management and staff as well
as the Evaluation Committee are also importantssteghis process.

II.  OBJECTIVES OF THE EVALUATION
32. The evaluation’s main objectives will be to assess:

() operations and administrative efficiency, and deitee the main factors that affect
IFAD’s institutional efficiency;

(i) the efficiency of IFAD governing bodies as it retto the Fund’'s overall institutional
efficiency;

(i) the efficiency of recipient country government'stitutions and processes that affect the
efficiency of IFAD-supported projects; and

8
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(iv) how the efficiency of IFAD as well as the recipiegbvernment’'s institutions and

v)

processes affects project efficiency including pheximate causes for good or less good
performance; and develop efficiency indicators,rapphes and requirements for better
assessing project level and IFAD’s institutiondlogéncy.

The evaluation’s fifth objectives will be to devploecommendations to improve all four

dimensions of efficiency, namely the efficiency gévernments, IFAD, the Fund’s
governing bodies, and IFAD-financed projects.

lll.  EVALUATION APPROACH, METHODOLOGY AND PROCESS

A. Evaluation approach

Period of coverage.The evaluation will focus particularly on the adies of IFAD since

around 2000, the year in which the Governing Cduapproved the aforementioned Process
Reengineering Programme.

34. Key components of the evaluationThere are six components that constitute the looilding
blocks of the evaluation and will contribute to ireparation of the main evaluation report:

(i)

(ii)

Evaluation of IFAD’s operations efficiency will focus on the corporate
policies/strategies and business processes unutgriie “new operating model” that
IFAD has put into place, covering all aspects. Ewvaluation will review the broad
structure of the Programme Management Departmesitdimg the organization and
management of its regional divisions; the countiyggpamme management architecture
(e.g., allocation of portfolios to country programmanagers and programme assistants,
country presence arrangements, supervision appesaett.); elapsed times and costs for
country strategy and project design and implemamtaincluding loan negotiations; loan
administration procedures and systems; quality mecdr@ent and quality assurance
functions; scaling up processes; mobilization armhagement of cofinancing; portfolio
management (e.g., portfolio review process, manageénof projects at risk, etc.);
partnerships; knowledge management including qualft analytic work; et¢® The
evaluation will examine the trends in efficiencyassess the impact of these changes,
including benchmarking the efficiency across theefiregional divisions in the
Programme Management Department. Available bendtesmaom other multilateral
development banks would be used as reference iatam

Evaluation ofadministrative efficiency covering all corporate business processes other
than operations, with a particular focus on funwtiahat account for a significant
proportion of administrative costs or have a sigaift bearing on the Fund'’s institutional
efficiency. In particular, an assessment will bedmaf the Process Re-engineering
Programme 2000-2005 including the Strategic Chd&rggramme as well as the Action
Plan that followed; the administrative budget prapan and allocation process; the use
of the performance-based allocation system forcation of resources for country
programmes; management decision-making processgesmation and communications
technology systems; auditing and investigation esyst enterprise risk management;
administration and financial management and casitfa@nd how they affect efficiency.
Administrative efficiency wouldjnter-alia, be assessed through the US$ cost of each
function as a proportion of total administrativestsoand US$ transferred to beneficiaries,
in comparison with benchmarks or standard metfibe. evaluation would review related

16

IFAD’s independent and self-evaluation functiovit be excluded from this assessment, as they baesn

recently assessed in 2010 in a comprehensive mammniee context of the Peer Review of IFAD’s Evdioa
Function by the Evaluation Cooperation Group oflthétilateral Development Banks.

17

IFAD undertook an assessment of its FinancialviBes and Treasury operations (see report dated

November 2010), which will be used as a basis fathssis by the evaluation team.
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corporate policies and business processes ana@snine opportunities for outsourcing
and service-sharing as a means of increasing exffigi It would also compare IFAD’s
ratio of total operations to total administrativests with multilateral development banks’
benchmarks;

Efficiency of IFAD governing bodies. The evaluation will assess the overall value for
money provided by IFAD governing bodies (i.e., tli&overning Council, the
Replenishment Consultation, Executive Board andstending sub-committees and
working groups, as well as the List Convenors ariends mechanisms). In particular, it
will entail reviewing the governing bodies’ arclutere, their terms of references, agenda
and rules of procedures. Moreover, a particularusoavill be on reviewing the
organization and structure, management, and presessxd systems within the
Secretary’s Office, as the main IFAD organizationalt responsible for servicing the
governing bodies.

The efficiency of recipient government’s institutimms and processesAn assessment

will be made of those institutions, processes argiesns in recipient partner countries
that affect the efficiency of IFAD-supported opéas, such as the flow of funds
mechanisms, provision of counterpart funding, theployment of staff for project

management, internal approval processes for nejegisofunded by IFAD, the auditing

of accounts, their inputs to loan negotiations, tamting and payments to service
providers, and other processes that may affect lBApported project efficiency.

The evaluation ohow IFAD builds, organizes and utilizes its human esources cuts
across the concepts of operations efficiency amdirddtrative efficiency. It could be
addressed separately under previous items (i)afid (iii). It is proposed, however, to
evaluate this aspect in an integrated, cross-guttinnner. It will include an assessment
of IFAD’s organizational structure including thecemt reconfigurations, leadership,
human resources management and human resourcg, spién of managerial oversight,
mix of core and contingent staff, professional émeyal service staff ratio, performance
management, and consultants management, and thpaci on efficiency and the
accountability/incentives of staff to pursue effiaty across all functions of IFAD; and

Evaluation of IFAD’s approach to fostering higloject efficiency and to evaluating it.
The evaluation will review a sample of project doeuts including independent and self
evaluation reports, supplemented by interviewsadsess the attention paid to project
efficiency at different stages in the project ldgcle. In particular, the evaluation will:
(i) review the questions and approaches for evalgaproject efficiency in IFAD,
learning also from comparable organizations; (iijaken an assessment of the
understanding and attention by staff of projecicifficy, including a look at how staff
are taking into consideration IOE recommendationos improving the same; and
(iif) determine the causes of good or less googept@fficiency.

Due consideration should be given to possible tdfe between efficiency and other

evaluation criteria - such as relevance, effecegsnimpact and sustainability. That is, the etalga
will take into account IFAD’s specialist mandatewadrking exclusively on smallholder agriculture in
remote rural areas as well as its focus on innomatin discussing the efficiency of IFAD-supported
operations in developing countries. Finding out thke efficiency as now measured is always
connected to effectiveness and relevance or nowdwydshould be a critical dimension of the analysis
This would involve classifying evaluation ratings find out the extent of disconnect between
efficiency and other performance factors.
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B. Methodology and key evaluation questions

The evaluation will rely on anix of methodsto achieve its objectives. These include

Desk review of documents

Interviews with Evaluation Committee and Board memsband IFAD managers and staff
Focus group discussions with groups of managersstaftiincluding country presence
officials

The implementation of a ‘monkey survey' to collextvariety of perspectives and
information from partners in development membetestaespecially project staff and
government officials

Visits to selected countries recipient of IFAD atsnce and comparable organizations

The evaluation framework in appendix 2 outlines ¢valuation by the proposed components

and maps these with the key questions that thesatwah will address, as well as the activities that
will be undertaken for collecting data and inforioatto answer these questions.

C. Process

38. The evaluation will be divided into the followinagely) sequential phases:

Inception. Under this phase, the aim would be, among otrekstao develop further the
overall evaluation approach and methodology, fimeet the evaluation framework as
required, develop the plan for interviews and fogusup discussions, develop survey
instruments and questionnaires, outline furtheratbjectives and plans for visits to selected
developing partner countries and comparator orgdioizs, prepare the proposed outline of
key evaluation deliverables, and contract the estado team. Building on this approach
paper, an inception report will be prepared atehé of this phase. The inception report will
be finalised following an in-house workshop witlpmesentatives of IFAD management and
staff.

Desk review phaseThis phase would cover the first part of the analysider all six
components of the evaluation outlined in paragraghit will mainly entail a review of key
documents as well as a self assessment by the IRABagement on the structure and
composition of budgets for country programme mansge. The desk review will result in
the production of a working paper(s), which wiltinde the emerging hypothesis and areas
that require validation and further investigatiarttie subsequent phases of the evaluation.

Interviews and focus groups in RomeThe analysis begun on a desk basis would then be
supplemented by discussions — bi-lateral interviewd focus group discussions - at IFAD
headquarters in Rome. In selected instances, IFAlntcy presence staff will also be
interviewed by electronic means. Interviews will lm®nducted with all Evaluation
Committee and selected Board members. A ‘monkeyesumwill also be implemented as a
way to collect the perspectives and comments ofiphellpartners.

Country visits. Five country visits will be undertaken, one in eagdographic region
covered by IFAD operations. The countries will belested in consultation with the
Programme Management Department. The five selemiadtries should differ in terms of
political, administrative, institutional and polignvironment. Country visits will mainly
serve to study the efficiency of government’s impdaiting institutions and processes and
their implications on IFAD-supported project eféiacy. Individual country working papers
will be produced for each country covered in thaleation.

Visits to comparable organizationsThese would bsequenced after both the desk reviews
and data/information gathering in Rome has beerpteted and some preliminary findings
have been formulated. The comparable organizatidihénclude the African Development
Bank, European Bank for Reconstruction and Devetopgm Food and Agriculture
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Organization, Inter-American Development Bank ahd wWorld Bank?® As mentioned
earlier, the aim of visiting comparable organizasids to learn from their approaches and
experiences to promoting institutional efficieneyd to identify good practices that may be
pertinent to IFAD. A working paper will be specdity produced from this component of
the evaluation.

< Final report preparation. The focus of this phase will be on preparatiorthef draft final

report, building on the different components of thaluation. Before preparing the draft
final report, IOE will make power point presentasao the IFAD Management and staff as
well as the Evaluation Committee on the emerginglwation findings, with the aim of
sharing early feedback and capturing their inife#dback. The full draft report will be
shared with IFAD Management for comments. IOE wiktpare an ‘audit trail’, which will
clearly illustrate how Management’'s comments hagenbaddressed in the final report.
Comments will be addressed in line with the prarisi contained in the IFAD Evaluation
Policy® I0E will be responsible for the overall evaluatiprocess, for the contents of the
final report, and for all other deliverables proddcduring the evaluation, as per the
Evaluation Policy.

IV. CORE LEARNING PARTNERSHIP

39. The role of the core learning partnership (CLRpiprovide guidance to the evaluation process
and review key evaluation deliverables. In paracuét the start of the evaluation, CLP memberk wil
review the draft approach paper and help flag ssue information sources for the evaluation. The
CLP will review and discuss the draft final repartd provide their comments and inputs to be
considered in the preparation of the final indepedevaluation report. The CLP will share all

information and documentation from the evaluatidthwolleagues in their respective divisions and
departments.

40. Inlight of the evaluation’s objectives, the CLAnclude the following members:

e Assaociate Vice President, Programmes

* Chief Development Strategist

» Chief Financial Officer

» Head, Corporate Services Department

» Director, IFAD Office of Evaluation

» Secretary of IFAD

» Director Office of the President and Vice President
* Director, Human Resources Division

e All Regional Division Directors, PMD

» Director Policy and Technical Advisory Division, BM
e Deputy Director, IFAD Office of Evaluation

e Senior Portfolio Manager, PMD

< High level experts on selected topics

¥ In order to rationalize costs, the Asian DeveleptBank based in Manila will be excluded, everugio

the evaluators will study pertinent documents amd through their website.

19 “OE will decide which comments should be incagted in the revised (final) report. As a genetdér

(i) the draft report will be revised to incorporat@mments that correct factual errors or inaccesdji) it may
also incorporate, by means of a note in the repadgyments that differ from those of the evaluatieam; and
(i) comments not incorporated in the final evdloa report can be provided separately and includgdan
appendix to the report”.
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V. EVALUATION TEAM

41. Under the overall guidance of the Director, IO thesignated lead evaluator for the efficiency
evaluation will be Ashwani Muthoo, Deputy DirectdQE. He will be supported by Oanh Nguyen

(Evaluation Research Analyst), Liesbeth Kellenss@&sate Evaluation Officer) and Kendra White
(Assistant to the Deputy Director) from IOE. Otls@nior evaluation officers and evaluation officers
will contribute to the evaluation by being partasf internal peer review team within IOE, which will

be responsible for commenting on the draft appreeger and draft final evaluation report.

42. The consultants’ team will include expertise in lammesources management; organization and
management; governance; budget and financial rmsatt@ublic sector management; and
policy/strategy and operational processes. In sxhdias and when needed, IOE will mobilize one or
two high level advisers for a limited duration tmyide inputs on critical issues at any point dgrin
the evaluation process.

VI. COMMUNICATION AND DISSEMINATION

43. The report will be distributed in electronic mante@members of the IFAD Management, staff
and Executive Board members. The main report vallabound 50 pages long, and hard copies will
only be made available upon request. As per usaalipe, an evaluation profile and an insight \wel
prepared based on the evaluation, to be distribotece widely both within and outside IFAD.
Profiles/Insights are communication tools (two-pag®chures) prepared by IOE for a wider
audience? All outputs will be also be made available to thublic at large through the dedicated web
page on the evaluation of efficiency, which will beeated under the IOE section of the Fund's
corporate website.

VIl.  EVALUATION ROAD MAP

44. The following is a provisional time frame for theaduation, which will be elaborated during the
inception phase of the evaluation:

2 The profile will contain a succinct summary oé tavaluation’s findings and recommendations, wisetea

Insight will focus on one learning theme emergiranf the evaluation, with the aim of promoting debaiong
development practitioners, policy-makers and otberthe topic.
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Proposed Evaluation Road Map

Date

25 February 2011

March — April

May — June
July-September
September
September-October
October
November-December
February 2012
February 2012

April 2012

End April 2012
Mid-May — June 2012
July 2012

September 2012

Activities

Discussion in the Evaluation Committee of the ExieeuBoard

Inception Phase: contracting of evaluation teagngtbpment of evaluation
instruments and detailed timelines. Inception whdgsand preparation of
inception report

Desk review phase for all evaluation components

Interviews and focus group discussions

Visits to comparator organizations

Undertake country visits

Power point presentation (1) to the IFAD Management

Prepare draft final evaluation report

Power point presentation (2) to the IFAD Management

IOE internal peer review process

Power point presentation to the Evaluation Committe

Send draft evaluation report to IFAD Managementfamments

Finalize report and prepare Agreement at Compld®ioimt

Discussion in Evaluation Committee of Executive Bba

Discuss final evaluation report, together with fgreement at Completion
Point, in the Executive Board.
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Evaluation Framework

Components

Key Questions

Key Activities

1. Evaluation of operations efficiency

How does IFAD’s operations efficiency compare vather
comparable organizations? Key performance indisator
include:
o Cost and time per country strategy and project
preparation
o Output/staff
o Elapsed times:
a. Inception to approval
b. Approval to effectiveness
c. Time overrun from original closing date
o Costs related to non-performing loans
Is the organization structure of the Programme
Management Department as a whole and the regional
divisions appropriate for meeting their core ohjext?
How does the prevailing country programme managéme
architecture affect efficiency in delivery?
How efficient is the supervision and portfolio mgament
process?
In what way does the current quality enhancemett an
quality assurance process affect efficiency?
Are processes for mobilizing and managing cofinagci
adequate?
Are knowledge management systems well functioning t
improve operations efficiency?
Does IFAD have adequate expertise, procedures and
systems for loan administration to ensure efficyesad
timeliness in processing of withdrawal applicati®ns
Can scaling up contribute to better efficiency?
How do the underlying policies and processes antfcls
to manage risks and ensure compliance impact efibgi?
What are the trends in efficiency following recehinges

2N

to the operating model?

Review selected IFAD policies and guidelines as
well as key country strategy and project documen
Interviews with IFAD Management and staff as we
as Evaluation Committee and selected Board
members

Multistakeholder ‘monkey survey’

Review reports of and hold discussions with other
organizations on efficiency issues

ts
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Evaluation Framework

Components

Key Questions

Key Activities

What lessons can be drawn from the experiencehef ot
organizations?

2. Evaluation of administrative efficiency

What were the efficiency gains derived from thedess
Re-engineering Programme, Strategic Change Progeamn
and the Action Plan?
How efficient are key corporate business processes,
including:
o Administrative budget preparation and allocatio
process

o The efficiency of the performance-based allocation

system as an instrument for resource allocation

o Management decision-making processes (EMC
OMC, IMT, etc.)

o Information and communications technology
systems (PPMS, LGS, Travel System, Dashbog
Peoplesoft, etc.)

o Administration and financial management and
controls (e.g., procurement processes, travel
authorizations and expense reports, etc.)

Are the auditing and investigation efficient?

How efficient is IFAD’s enterprise risk management
processes?

How does IFAD’s administrative efficiency, for expla,
through the US$ cost of each function as a propoi
total administrative costs and US$ transferred to
beneficiaries, compare with benchmarks or standard
metrics?

How does IFAD’s ratio of total operations to total
administrative costs compare with multilateral depenent
banks’ benchmarks?

How has IFAD performed on the Board-set institution

ird,

efficiency target?

Desk review of the policies, strategies, framewprk
plans and other documents

Analysis of budget and expenditure (and related
efficiency) trends for all functions
Multi-stakeholder ‘monkey survey’

Gathering and analysis of efficiency data from oth
organizations (e.g., African Development Bank,
Asian Development Bank, European Bank for
Reconstruction and Development, Inter-American
Development Bank, Islamic Development Bank a
World Bank)

D
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Evaluation Framework

Components

Key Questions

Key Activities

Are there opportunities for outsourcing (e.g., parel
management, travel and financial services) and®erv
sharing (e.g., with other Rome-based agenciesnasams
of increasing efficiency?

What have other organizations learned about whes dod
does not work?

What are good practices and lessons that IFAD dealch
from?

3. The IFAD governing bodies

How has the governing bodies architecture evolwet o
time?

Does IFAD have the right governing bodies architexin
today’s context?

What are the consequences on IFAD'’s institutional
efficiency, in light of the current functioning tife
governing bodies?

Are there opportunities for improving the efficignaf the
governing bodies?

Does the Secretary’s Office have an adequate crggon
and management structure, leadership, systemsrandss,
and resources to service the governing bodiesexftig?

Review the organization and structure of the varig

governing bodies, including their terms of refen¢

rules of procedures, agenda, minutes, etc.
Interview the IFAD Management and staff as well
representatives of member states

Interview the List Convenors and co-Convenors
Mine other similar evaluations of governance in
other multilateral organizations

Review the governance structure in comparator
organizations

Review the organization and management of the
Secretary’s Office

as

4. Efficiency of recipient government’s
institutions and processes

Is the flow of funds mechanisms smooth in recipient
countries?

How efficient are the processes for contracting and
payment of services to partners involved in project
execution?

Does government devote the necessary attention to
monitoring the implementation of supervision, MTiRda
evaluation recommendations?

What are the effects of delays in counter part $und
provision to project efficiency?

What is the procedure for assigning staff for pcbje
management and does this affect project efficiency?

Undertake five country visits

Hold discussions with government officials, other
partners and project staff

Visit one IFAD-funded project

Review government institutional capacities, syste
and processes

Il Xipuaddy
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Evaluation Framework

Components

Key Questions

Key Activities

Does government have adequate institutional capadadr
auditing of project finances?

5. Assessment of the organizational
structure, and human resources policy
and human resources management

Does IFAD have an appropriate organizational stme&t
What is the impact of the organizational reconfaian on
efficiency and are there other areas that may merit
reconfiguration?
Does IFAD have a state of the art human resourcksyp
and human resources procedures manual?
How does IFAD staffing align with or depart froneth
formal Strategic Workforce Plan? How significart a
variances, if any, and what skills/expertise gapshey
reveal?
What is the embedded workforce flexibility? Hoviily
can IFAD alter its staffing mix in response to &tac
program shifts—and at what cost?
How efficient is IFAD’s internal staff deploymengstem
in matching work program priorities with the rightaff?
How do key staff-related organizational measurespare
with other organizations?

o0 Size, composition and organization of

organizational units

o Ratio between professional and general service

staff

o Leadership

o Managerial oversight

o0 Incentives and accountability architecture
What is the contribution to efficiency of key human
resources processes:

o Staff performance management

o Consultants management

0 Training and development

o0 Management and leadership

Review organizational structure, Strategic
Workforce Plan, and Human Resources Change
Agenda and plans for the future

Review and analysis of staffing and underlying
demographics in terms of age, sex, service, level,
functional specificity, employment status

Review of selected human resources policies and
practices:

o Employment policies and categories
Recruitment/separation processes
Internal labour market systems
Performance management
Career management processes
Training and development
Management selection and development,
and managerial talent identification
Review of organizational and staffing policies,
guidelines and practices
Interviews with IFAD Management and staff as we
as Evaluation Committee and selected Board
members
Multi-stakeholder ‘monkey survey’

O O OO0 O o
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Evaluation Framework

Components

Key Questions

Key Activities

6. Understanding of project efficiency, the
approaches and techniques used, and
capabilities.

How relevant/current is IFAD’s approach to assessin
project efficiency?

Are the techniques and questions used the most
appropriate?

How up-to-date is the guidance provided to staff?
How well is the criteria/guidance applied?

What are the causes for good or less good effigiénc
What can the IFAD approach learn from the expegeofc
others?

Review the Evaluation Manual and self-evaluatior]
system with regard to the project efficiency crder
Review selected independent and self-evaluation
reports

Interviews with IFAD Management and staff as wg
as Evaluation Committee and selected Board
members

Multi-stakeholder ‘monkey survey’

Benchmarking against and learning from evaluati
offices of comparator organizations

Selected country visits to speak to government

ol

N

authorities, other partners and project authorities
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