ADB

Technical Assistance Consultant’s Report

Project Number: 37181 (TA 4249)
August 2005

Nepal: Strengthening Performance- Based
Management

Prepared by Yeoman Ward International

This consultant’s report does not necessarily reflect the views of ADB or the Government concerned, and
ADB and the Government cannot be held liable for its contents.

Asian Development Bank



Asian Development Bank

TA 4249-NEP

Strengthening Performance
Based Management

FinaL

REPORT

Yegman Ward International

August 2005




L A A AR B R B E BB E BB BN EEEEDS

Executive Summary

This, the Fina! Report, is the sixth and last report due under the Consultants contract. |t
marks the completion of the Consultants input to TA 4249-NEP, although it is understood
that there is a proposal to extend the TA for some 8 months with input from two additional
new Consultants who have not had any previous involvement in the Project.

The report provides a full summary of progress and achievements under the TA and
identifies “lessons learned” and provides recommendations for the way forward, both in
terms of implementation of Performance Based Management Systems (PBMS) and the
overall Government Reform Programme (GRP).

A concise summary of the Recommendations is included at the end of Executive
Summary fro ease of reference.

Background

TA 4249 commenced in March 2004 and was targeted for completion in May 2005. It
comprised 6 months International and 15 months Local Consulting input, which, due to the
design of the TA, required the Local Consultant to operate alone for long and often critical
periods, without support.

The Inception Report, submitted in April 2004, made plain that many of the “building
blocks” essential for the successful introduction of a Performance Based Management
System (PBMS), and which were expected to have been put in place under two earlier
TA's, were not in fact in place. This included the fundamental pillars of any Government
Reform programme:

» Review and finalisation of new Mandates;
o Development of strategic plans to meet Mandates;

» Functional analysis and review of organisation structures to best meet the Strategic
Plan objectives;

s [mplementation of “rightsizing” to ensure all functions could be met effectively and
efficiently,

« Timely and compassionate planning for dealing with excess staff.

Without such fundamental reforms in place the Consultants advised that the introduction of
a PBMS could only be of very limited benefit-at worst, it ran the risk of consolidating ‘old
habits’ since none of the new structures and processes to support performance
management were in place.

With the agreement of GRCU and ADB a significant part of the Consuitants initial input
was therefore directed towards capacity building and deveioping a deeper understanding
of the interaction and linkages of the various components of the reform process before
starting to develop PBMS models.
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Consultants Work plan

The Consuitants submitted a detailed Work plan incorporating the issues outlined above
as part of the Inception Reponrt, which was subsequently approved by GRCU and the ADB.
The Work plan was subdivided into 7 stages summarised below as follows:

Stage Period Description/Activities

1 1-29 March 04 Mobilisation, review GRP progress, IR.

2A 29 March - 26 April 04 Capacity building, detailed review of previous TAs and
review of progress against integration of reform
cornerstone activities

2B 19 April — 4 June 04 Capacity building/mandate review/ review of existing Pis
{where developed). Leadership/ management training/

3 7 June — 11 July 04 Review progress re PIF + identify additional mechanisms

4 12 July — 13 Aug. 04 Capacity Building in designing high level Pl's etc coaching
of CUs.

5A 16 Aug. — 24 Sept. 04 Design and preparation of pilot PBMS in MOAC

5B 27 Sept. 04 — 11 March 05 | Coaching + support to implement pilots

6 14 March — 29 April 05 Refinement + extension of pilot schemes

7 May 05 Project completion + Final Report

Progress

Notwithstanding the various constraints that have affected the TA, including Bandhs,
Valley blockades and major political changes, as well as the lack of the critical' building
blocks' on which to establish a performance Based Management System, the Consultants
have none-the-less achieved some 80% of targeted activities.

The primary slippage in progress against targets occurred in the first half of 2005, where a
declining security situation and subsequent major political changes resulted in a loss of
momentum, and the incapacity to work in the target districts due to security problems. This
occurred at a critical time when the first PBMS model was to have been trialled in MOAC.

The situation was further compounded by the lack of support for the Consultants proposal
for additional input during this critical period, when the Local Consultant was left to operate
alone for 7 months. This was the period, which should have seen the pre-pilot phase of
the PBMS model rollout in MOAC and the consolidation of models in MOH and MOES.
Additional input during this crucial period would have enabled the Work plan to be
completed as planned.

Achievements

Notwithstanding the often-frustrating constraints that have challenged the TA, there has
been significant progress made towards introducing pilot PBMS models in MOAC, MOH
and MOES and to assisting Government to meet ADB Tranche 2 and 3 conditions.

General achievements have included:

s Greatly increased support for the overall reform process at senior levels within
Government;

s Briefing of the Office of Prime Minister and briefings for the Chief Secretary, as well as
with the GRCU coordinator on a regular basis;
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s Assisting in drafting press releases for HMG, GRCU in relation to the reform process
and PBMS in particular;

s Re-invigorating the CUs in MOH, MOES and MOAC- most especially MOAC;
+ Establishment of semi-permanent counterpart staff in MOAC (in addition to the CU);

s Agreeing a model PBMS for the pilot districts of Kavre and Bara in MOAC and ongoing
assistance and coaching at District level( as security permitted);

s Assisting with the review of Tranche 2 Conditionalities, including preparation of a
detailed paper for ADB,;

s« Continued formal and informal training and day to day capacity building including
combined workshops for Senior staff and Change Unit Members in all pilot Ministries,
especially on practical requirements to link all aspects of the reform process;

e Agreement with MOF on the establishment of a 3 year rolling plan framework and its
introduction to MOAC. This is a fundamental component of an effective PBMS but it
requires that both the Ministry of Finance and the line Ministries change the concept
and manner of budget preparation. It still requires further endorsement and support
from the Ministries of Finance and Planning if progress is to be sustainable.

e Agreement with MOF on broad parameters for establishment of a Performance
Improvement Fund, commencing FY 2004/05 and continuing 2005/06 and 2006/2007
initially targeting MOAC.

Achievements within Individual Ministries

At the level of individual Ministries, progress- both through the efforts of the TA team and
maost particularly the Change Units, has included:

+ Four performance based models have been developed for MOAC, and the
most appropriate model further developed and approved by the Secretary,
MOAC;

e Kavre, Bara and Solukumbu have been selected for piloting the model;
(Solu to be implemented at a later stage, given limited resourcesy;

« Performance indicators, linked to the 10th Development plan, have been
developed for key commodities at service delivery level and result level;

e Draft Three Year Rolling Plans (3YRP) have been developed by two
districts for FY 2006/2008 and submitted for consideration. However the
Plans are not yet in the comprehensive form envisaged by the Consultants,
which should include all outputs and activities to be undertaken- not just
those to be funded under the performance improvement Fund.

OP»0=s

 Draft, detailed Performance Indicators have been prepared for Bara and
Kavre, based on agreed production and productivity targets across key
commodities;

e The format for data collection and farmer's evaluation of MOAC input and
performance at district level has been designed and approved;

e Key input requirements based on Performance Indicators and linked to
3YRPs have been discussed at several Workshops and ongoing coaching
in their preparation has occurred. These input requirements will then form
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the basis for funding under the Performance Improvement Fund during Pre-
Pilot phase and piloting period. Whilst drafts have been prepared they are
not yet in the agreed format or to a standard which will be acceptable for
funding under the Performance Improverment Fund;

s A limited “pre-pilot performance monitoring and performance improvement”
phase was trialled in Kavre and Bara in the last quarter of FY 2004/2005;

e Full rollout of the PBMS model is now targeted for January/February 2006
although this will be ambitious without continued assistance. Further
assistance is required to develop comprehensive 3YRPs with measurable
Performance Targets and input requirements for funding under the
Performance Improvement Fund, clearly linked to the 3YRPs- not just
comprising a 'wish list’ for funding.

» Anoutline PBMS model has been developed;

+« Three districts, Chitwan, Mustang and Morang have been selected for
piloting the model (after review due to security constraints);

+ Individual P!'s have been developed for selected staff at Sub Health Posts
and discussed and agreed in workshops with affected staff;

+ Review and assistance with prioritising of District Performance Indicators
developed by the CU;

H s Pilot roltout is targeted for early 2006. However as with MOAC, this will be
ambitious without continued assistance. Further assistance is required to
develop comprehensive 3YRPs with measurable Performance Targets and
input requirements for funding under the Performance Improvement Fund,
clearly linked to the 3YRPs- not just comprising a ‘wish list’ for funding.

o

e Continued efforts to engender enthusiasm and to obtain some cohesion
between the CU and the Task Force for Organisational Review. However,
momentum was difficult to sustain and progress slow;

s Continued development of the Teacher Management Information System
which, while not part of this TA will form a valuable base for management
and monitoring of performance of teachers;

Selection of a pilot District (Kathmandu District Office KDEO);

» Assistance with a basic Functional Analysis to determine what is currently
being undertaken, to establish a base line to determine what should be
undertaken;

v m o =

e Coaching on the requirement to link key planning tools (10" Plan
Education For All}) with District Performance indicators and Targets;
assistance to a newly constituted Task Force to develop their role and to
support the KDEO with a basic functional Analysis in preparation for
determining priorities and Performance Indictors.
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Tranche 2 and 3 Conditionalities

The ToR for TA 4249 requires that the Consultants work with the Ministries to achieve
Component 5 of the Trance 2 Loan Conditionalities. The objective of this component is: To
deliver better services to citizens by reinforcing a new public management culture and
work processes that are related to performance —based management. The TA Team
have used a process based methodology and ongoing coaching and training to facilitate
the achievement of this objective. In addition the four sub objectives and indicators under
Component 5 have been met or partially met

The TA team have also assisted in the fulfiiment of the key Tranche 3 Conditionality which
is relevant to this TA. As per Tranche 3 conditions, MOAC is required to implement a 3
Year Rolling Plan from FY 2005/06. The Ministry has endorsed a framework for
preparation of the Plans, developed by the Team and both the CU and District Officers
have been coached in development of the Plan and preparation of budget requirements.
The 3YRP Framework has provision for the inclusion of Performance Improvement
Requirements to be funded under the Performance improvement Fund.

The Introduction of a Performance Improvement Fund

The concept of a PIF as described in the ADB RRP: NEP 32238 GRP Report and
Recommendation on a proposed loan for the Governance Reform Program is as
follows:

“Performance improvement fund, to be used for skills development,
improved business processes, engaging specialist staff and purchase of
needed equipment such as computers.”

The fund was to be provided to Ministries that introduce performance improvement pians,
as proposed in the Loan Document. MOAC is the only pilot Ministry which is likely to have
3YRPs and Performance Improvement requirements in place in FY2005/6.

A Performance Improvement Fund provides funds for special inputs, which will assist in
achieving performance outputs as agreed, based on 3YRPs;

A Performance /ncentive Fund provides financial or non-financial rewards for achievement
of targets not support to achieve the targets.

The concept of a Performance Improvement Fund is therefore very different to a
Performance Incentive Fund.

MOF have proved guidelines for the financing of a Performance /ncentive Fund, based on
savings achieved in individual Ministries, which can then be redistributed as incentives.
Very little has been done in any Ministry to achieve savings. Savings can only be achieved
through rigorous organisation review and ‘ rightsizing'.

Whilst it is not possible to implement an Incentive Fund until key functions have been
agreed, organisation restructuring to achieve functions has been undertake and individual
performance targets developed, it is possible to introduce an Improvement Fund as an
interim measure whilst concerted steps are taken to right-size, integrate, and improve the
effictency of the Ministry. Limited funds have been set aside by the Ministry of Finance for
introduction of the Improvement Fund, for 2005/6, and the TA Team have stressed the
importance of earmarking adequate budget for the introduction of an Improvement Fund
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Implementing Structures

A new independent high level reform implementation unit (RIU) should be established
within the Office of the Prime Minister. Its mandate should be to supervise the
development and implementation of the Master Plan;

The Head of the Unit should have clear authority to act across all Ministries;

All RIU staff should be full-time personnel engaged under a clear performance
contract, linked to the Reform Master plan targets and independent of line Ministry
functions for the duration of the primary reform process and, it is suggested, funded
directly by the supporting Donors to help promote the independence of RIU staff;

Remuneration and bonuses for RIU staff should reflect the difficult and often
unpopular nature of their tasks,

Change Unit staff must be full time on reform and restructuring activities which are
occurring within their Ministries. They should report regularly to the RIU as well as
within their own Ministries;

Mechanisms for coordinating reforms across Ministries, inciuding the more widespread
introduction of a PBMS must be introduced under the direction of the RIU,

One or two International External Advisors should be appointed to assist the RIU, and
to provide technical oversight of reform design and implementation;

There should be a full review of the implementation of GRP1 before the
commencement of GRP2 and funding for and implementation of GRP2 should not
commence unlil the basics as above are in place.

TA and Consuiltants Contracts

The RIU, in consultation with the Donors, should supervise the hiring of Consuftants
for the reform process as they deem necessary and in accordance with the reform
Master plan. The emphasis must be on the hiring of very experienced, practical
reform specialists who can apply lessons leamed elsewhere;

TA structures should reflect the specialised and sensitive nature of such consultancies
as well as the lengthy time required for achieving consensus and change;

The obstacles placed in the way of isolated local consultants undertaking such reform
work alone must be recognised in TA design,

The current suggestion lo extend TA 4249 and hire 1 or 2 new local consuftants
operating without International support should be reviewed. The suggestion of using
the MOAC counterparts, who have already been lrained by the cument consultants,
shouid be considered as an alternative.

Performance Based Management Systems

All of the above recommendations impact on the capacity fo implement a FBMS! in
addition the following recommendations apply:

Fuli-time staffing with suitable remuneration and incentives for Change Unils, or
similar, is essential if real progress is to be achieved;
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into all pilot Ministries by the end of 2006. As above, however, even release of
Improvement Funds is contingent upon approval of 3YRPs and Performance Indicators.

Lessons learned

The following “lessons” have become evident:

e Tobe effective, a government reform process must be a linear but iterative process.
That is: Steps must follow in logical progression, linked to the overall role of State,
mandates for each Ministry an efficient organisation structure and clear job
descriptions and performance targets. This forms the basis for an effective
performance management system and an output- driven organisation;

e PBMS cannot be effectively introduced until the above steps have been completed,
although small pilot schemes may be introduced to develop familiarity with the
concepts;

e There is still no overall Master plan for Reform. The Policy Matrix forms a basis for
activities but encourages activities to be undertaken in isolation from each other. It
also does not easily lend itself to donor coordination of reform activities;

¢ A line ministry, (MOGA), which itself is the subject of reform, is unlikely to be the most
effective vehicle to drive the reform process. The process must be driven from an
overarching level, generally the Office of the Prime Minister;

¢ Change Units must comprise full-time dedicated staff, who have clear time bound
performance contracts and authority to act across Ministries at the highest levels;

¢ TA contracts must be better balanced International and Local inputs, when they are
focused on reform processes both and recognise that the reform process is highly
sensitive and often more effectively driven by “neutral”, external advisers. It must be
also recognised that no matter how good, local consultants have not been widely
exposed to implementing reforms and require external support;

¢ The ARC must take a far more active role in overseeing the Reform process including
TA progress.

Recommendations for the Way Forward

Based on progress achieved and lessons learned during the TA and the Consultants
extensive international experience of other reform programmes, the following
recommendations are made in good faith, to help guide the way forward both in terms of
PBMS and also the overall GRP:

The Reform Process

¢ The process must be visibly driven from the highest levels of Government;

e There must be a clear time bound reform Master plan addition to the Policy
Matrix;

e Steps in the reform process must follow logically and linearly; a sustainable
PBMS cannot be effectively introduced until preceding steps have been properly
completed;
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e Recognition that 3YRPs form the basis of an effective Performance based
management System;

o Continued pressure must be applied to pilot Districts to complete comprehensive
Rolling Plans, which include all output requirements as well as Performance
Indicators. Improvement and Incentive Funds should not be allocated until these steps
have been satisfactorily completed;

e Effective monitoring and evaluation systems for the PBMS models must be developed
and implemented;

e The initial Performance Improvement Fund must flow into a Performance Incentive
Fund as soon as satisfactory performance has been established —by effective
monitoring and evaluation-and preferably within 3-4 years

e As soon as the pilots have been satisfactorily trialled, the model should be
progressively extended to other districts

Finally, whilst the above recommendations are those of the Consultants and represent
their professional views, it is most encouraging to note that many of the recommendations
are broadly consistent with the views of the current Secretary, MOGA as expressed at the
final Wrap up meeting in September 2005.

In particular there is a strong consensus that the reform process must be seen to be driven
and lead by the very highest levels of HMG and further, that now is the time to conduct a
thorough review of performance to date as outlined in this Final Report.

The Consultants firmly believe that if implemented the above recommendations could
pave the way for a new era of Government reform in Nepal.
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1.1

1.2

YEOMAN WARD
INTERNATIONAL

INTRODUCTION

Overview of the Government Reform Programme

The 1992 Administrative Reform Commission forms the basis for the Governments
reform initiatives, including the ADB supported Governance Reform Program (GRP).
The GRP (ADB RRP NEP 32238) specifies four phases of reform to be undertaken
within the period 2001-2005 in order to introduce interrelated interventions that will
catalyse and begin to effect fundamental changes in the civil service and governance
environment. It will focus on the critical institutional constraints that cut across the
whole of the civil service and will specify pilot techniques and approaches for doing
business in a whole new way with the ultimate aim of improved service delivery in
three key Ministries MOAC, MOES AND MOH, with MOGA coordinating the reform
process and MOF facilitating the process through financial support and eventually the
introduction of output based budgeting.

These phases are:

» Strengthening leadership at Cabinet and Secretarial level including strengthening
the GRCU, EU and Change Management Units in the three line Ministries above.

=  Freeing up of financial resources, including undertaking a functional analysis,
identifying core and non core functions, and reducing non core activities,
reduction in Establishment posts and staff through contracting out to the private
sector and through decentralisation, improved records management and revised
pay policies.

» Develop leadership and management gualities of senior staff, recruit talented
staff, enhance pay levels and reduce gender imbalance.

» Inject into pilot Ministries a robust but simple performance improvement process
to assist them to provide better services, with an emphasis on continuous
improvement rather than the achievement of arbitrary performance targets. This
includes strengthening the legal framework for combating corruption, enforcing its
implementation and ensuring the involvement of civil society in the anticorruption
efforts.

Two previous ADB TAs - as well as inputs from other donors - have been directed
toward achieving phases 1, 2 and 3 above.

These were TA 3117 (Formulating an Action Plan on Civii Service Reforms)
commencing June 1999, and, TA 3622 {(Institutional Support for Governance Reform)
commencing May 2001.

Terms of Reference for TA 4249
As per the Consultants Terms of Reference:

"The objective of the TA is to assist the Government fo implement the reform
component of the ADB-assisted Governance Reform Program (GRP) fo improve the
quality, efficiency and access of services provided by key ministries. The purpose of
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the TA is to establish a system for developing, adopting, communicating and
monitoring performance targets in selected service and central ministries with
a first set of targets in place by the end of the TA. The specific deliverables of
the TA will include: performance management system, performance
improvement plans, performance improvement fund, and service standards.
Emphasis will be placed on building skills, confidence and change leadership
in Ministry of General Administration's Govemance Reform Coordination Unijt
{GRCU), Ministry of Finance’s Efficiency Unit (EU) and the Change Units in the
three pilot ministries. The TA will also assist the Government in meseting Tranche 2
and 3 conditions under the performance improvement component of the GRP, as
specified in its Policy Matrix."

OCutputs and Key Actions are stated as:

To establish/implement the culture and processes related to performance-based
management, and demonstrate the budget incentives, efficiency dividends, and
benefits in terms of improved outcomes. Three service delivery ministries (Ministry
of Agricufture and Cooperatives, Ministry of Education and Sports, and Ministry of
Health) and two central ministries (Ministry of Finance and Ministry of General
Administration) will be supported by the TA, and the TA will review the work
initiated on performance management by TA 3622. With the support of the TA,
GRCU and EU will develop management performance plans. GRCU and EU will
also transfer new procedures and capacities to support the three pilot line
ministries. The TA will provide GRCU, EU and the Change Units with customised
training and mentoring to ensure that needed leadership and technical skills are
available for the development of the appropriate management and performance plans
and their subsequent implementation. In addition, management and in-service
training will be provided to develop the skills needed to analyse current problems
and design possible solutions to help improve ministry performance as
specified in the performance improvement plans.

The TA will support the three fine ministries (Ministry of Agriculture and Cooperatives,
Ministry of Education and Sports, and Ministry of Health) to develop and implement
annual performance improvement plans, including client service standards.
The Government will work in partnership with Pro-Public (an NGO contracted under
TA Package 2 of GRP} to make the public aware and to solicit broad support and
, advocacy for the performance plans. Performance plans will include performance
, indicators for programs under improvement to establish accountability and
lead to efficiency savings. The annual pfans will include a review process to identify
further performance improvements and service quality standards. The possibility of
retaining efficiency savings wilf be a key feature of the plans to facilitate reform and
provide incentives for the three line ministries. To access these savings, a
performance improvement fund will be introduced in a phased manner and
provided to ministries that stuccessfully introduce performance improvement plans.
The performance fund will be used for skills development, improved business
processes, engaging specialist staff, and equipment purchase. The TA will assist
Ministry of Finance (MOF)/Ministry of General Administration (MOGA) to design
institutional arrangements, modalities and procedures for the implementation of such
a fund.”
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1.3  Preconditions for Achieving the Terms of Reference

The ToR envisaged that TA 4249: NEP would build on the foundations laid under two
previous, more extensive, TA's viz, TA 3117 and TA 3622.

Unfortunately, as was made plain in the Inception Report and endorsed in the
subsequent Progress Reports many of the essential "building blocks" necessary for
TA 4249: NEP to build upon were, for various reasons, not in place and it became
necessary for TA 4249 to devote much of its initial efforts into establishing the basic
"foundations" within GRCU and the line ministries on which to establish Performance
Based Management Systems.

in particular:

TA 3117 (Missions Objectives and Performance Indicators of Ministries, and
Constitutional Bodies) was designed and completed in 2002 to provide: missions,
objectives and performance indicators, upon which TA 3622 would build into an
institutional Support for Governance Reform Programme. The outcome,
however, was a summary of what Government was currently doing, as reported
by staff, not what Government agreed it should be doing. It was not based on
agreement on the role of State, review of the scope and size of Government- and
therefore what functions and performance indicators were required.

TA 3117 was not ever endorsed or implemented by Government.

TA 3622 (Institutional Support for Governance Reform) included an investment of
100+ person months of TA. It largely comprised a collection of isolated reports
which were not integrated or implemented. The TA was supposed to focus on:
Management of the Reform Process; Improved efficiency of the Civil Service;
Anticorruption measures; Enhanced competence of staff, a Performance
Improvement Model and Plan, including the design f a Performance Improvement
Fund. This TA should have provided the framework for the introduction of a
Performance based Management system. However, it was also not endorsed or
implemented by Government.

TA 4249 (the present TA) was expected to build upon the results and actions of
the previous two TA's. The establishment of a Performance Based Management
System requires Government consent on Mandate and role of Government and
endorsement of the ‘Integrated Performance Based Planning and Management
Model, prepared under TA 3622.

TA 3117 did not provide a framework for the review of the role of Government. TA
3622 could not effectively design an integrated performance based model since
no performance targets were agreed under TA3117.

TA 4249 was expected to be based on a clear and agreed statement of missions
and performance indicators so that a performance management system could be
implemented.

Because neither of the previous TA’'s had provided the groundwork necessary for
the introduction of Performance Based Management Systems, the ToR were
revised to try to cover to the degree possible, the building blocks which should
have been completed and endorsed under the previous two Technical Assistance
Programmes.
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processes related to performance- based management.

1.4 Reporis
The ToR requires submission of 6 reports:
¢ Inception Report (end of month 1)
+ Progress Report (end of month 4- Local Consultant)
e Mid-Term Report (end of month 7/8")
» Progress Report {(end of month 11- Local Consultant)
s Draft Final Progress Report (month 14/15- primarily Local Consultant)
= Final Report (month 15)
This, the final 'deliverable’ under TA 4248, provides a summary of progress and

achievements and makes recommendations on the way forward, both for the PBMS
and for the GRP overall.

' TA inputs were reallocated to enable the team to consolidate the activities underway during months 5-7 and build upon the
momentum established. This involved using an additional 1.5 pm during this stage, with a request for additional input time
during the next crucial s1age in montbs 10/11. Unfortunately for reasons that were not explained the request for additional

% input and time was not approved, despite a clear acknowledgement by all parties of its importance to project success.
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s An important component of this TA has been to recognise “what went wrong' and
why the two previous TAs were neither endorsed and implemented- or rejected

and revised.
Overall, in the short time frame of TA 42439, whilst it has not been possible to fully
redress limitations to outputs expected in the two previous TAs. It has been possible
is to provide coaching in the basic building blocks and the linkages between all
aspects of the Government Reform Process as well as establish the culture and
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PREVIOUS REPORTS SUBMITTED UNDER TA 4249

2.1

The Inception Report

The Inception Report (IR} was submitted in April 2004 and accepted by both GRCU
and ADB as required by the TOR, it included a review of the previous two TA's: TA
3117, and TA 3622; identified issues which would impinge on TA 4249 achieving its
objectives; and, made recommendations o overcome the constraints so identified.

The Inception Report stated:

"The fack of practical plans and implementation under the previous two TAs,
especially the lack of a functional analysis reans that the building blocks for
this TA are not in place o the degree expected. This means that the TOR for
this TA could not be effectively completed without preliminary additional
aclivities being undertaken.

This pfaces considerable pressure on the very small TA team”.
Requirements for additional International input were discussed and documented.

The Work plan developed within the first month of the project (March 2004) which
was approved by MOGA as the executing Agency and ADB as the Funding agency,
has been the guiding framework for project implementation. It was designed to address
many of the ‘building blocks which were anticipated to have been completed in the early
stages of the GRP without detracting from the overall objectives of the current TA.

A Situation Analysis resulted in identification of number of Risk Management
Priorities to enable the TA to avoid some of the difficulties faced by the previous TAs
In particular the Inception Report noted that:

« Agreement must be reached early after the submission of the Inception Report,
on priority outputs, including how much more effort can be directed toward
compieting the building blocks which were not addressed fully in previous TAs, to
enable the TOR for TA4249 to be met.

+ Secretaries must be encouraged to be involved and be seen to endorse the
introduction of performance measures. This will aiso require the monitoring and
endorsement of the GRCU, EU and CU plans and activities.

s Secretarial endorsement must be obtained for Change Management staff to be
dedicated full time to this task. The GRCU and the EU must be strengthened and
mechanisms for combined planning and coordination of activities be established.

s Provision of capacity building fraining in integration of reform activities including
obtaining efficiency gains, must be offered to Change Units and selected others,
as a priority activity. Change units must be re-enthused and see that they can
achieve something useful.

+ Action Plans for each Unit must be reviewed and refined, following initial capacity
building. Regular support including progress reviews, must be provided throughout
the duration of the TA. The Action Plans must be practical, understandable, free
of management jargon and address the real priorities of each Ministry.

|
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Any further review activities must be short, practical have a clear purpose and be

linked to the Change Management Action Plans. The consultants must get some
‘runs on the board’ quickly and be seen to be making a difference from the outset.

The TA input must offer practical solutions, be open in approach and deliver results.

The TA team must work closely with MOGA and MOF in the early stages of the
TA to review and develop funding and efficiency options and a practical, defined
system for allocation of performance bonuses, or neither the change
Management Units nor the target staff will have any incentive to participate.

The TA Team must do what can be done, find ways to minimise project disruption
and achieve progress where it is possible, including through modifications to TA
outputs as agreed with ADB and MOGA, if necessary.

Progress Report Number One

Progress Report Number One was submitted in August 2004. It covered a period
when the Local Consultant was partly alone on the project and included a review of
factors impinging on progress.

Several important factors were identified:

The lack of seriousness with which some Ministries were approaching the work plan
tasks which had been prepared by the TA Team and Ministries during Stages 2;

The impact of the budget preparation, particularly on the availability of the
MOF/EU, to discuss PIF mechanisms;

The difficulty found by a sole Local Consultant in maintaining impetus in 3 line
ministries, supporting 2 additional ministries and coordinating with MOGA;

The requirement for more balanced input between Local and International inputs-
especially given the need to revisit many tasks envisaged to have been
completed under previous TAs;

The Mid-Term Report

The Mid-term Report indicated that whilst the Consultants had been able to achieve
good overall progress, especially during the last quarter, various factors had impacted
on the TA's ability to deliver all tasks identified in the work plan. These included:

The absence of any real reform to date, notably "rightsizing" within the target
ministries and the lack of development of organisational structures clearly linked
to essential functions and to the mandate of the ministry (as should have been
achieved under previous TA's). In the absence of such reforms, there is neither a
clear understanding within Government of reform processes and linkages with
PBMS a firm culture, nor structure in place to realistically permit the introduction of
sustainable Performance Based Management systems.

As above, without significant restructuring, substantial "efficiency gains" are not
possible, and hence 'savings' from efficiency gains are not currently available to
support any PBMS by way of incentives. Whilst all line ministries consider they have
"undertaken organisational restructuring"”, this has only been done at 'first level' and
more rigorous review will be needed to support significant performance improvements.

An initial absence of serious commitment to reform at the highest levels, although
this particular situation has improved substantially in recent months.
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The lack of recognition and understanding of the magnitude of the tasks facing
the GRCU and individual CU's, which is reflected in the fact that most CU's are
still not permanently staffed. Permanent, fulltime staff are required in all target
Ministries. MOGA as the Project Co-ordinator must support this requirement. At

present, Ministries' requests for fulltime staff have not been implemented, despite
this being a Tranche 2 requirement.

The lack of facilities and equipment, or a travel budget, and, more importantly,
incentives to encourage CU staff to take on what is a difficult and challenging
assignment.

The structure of the current TA, which, even after rescheduling by the Consultants in
conjunction with MOGA and ADB, still leaves the Local Consultant alone for
significant periods to carry out what are often difficult and sometimes onerous
assignments across three main target ministries and two secondary ministries, with
little authority to insist on adherence to programme. It should also be noted that
having reviewed the ToR, Yeoman Ward International elected to provide an
additional senior consultant, at their own cost, to support the TA.

The lack of a counterpart from MOGA who could have both contributed to GRCU
capacity building and learned from the establishment of a PBMS in MOAC such
that she/he could then assist with replication in other Districts or Ministries.

Continuing decline in security, including the various Bandhs, the "Valley
Blockade", the curfews following the tragic murder of the 12 Nepali nationals in
Irag, and the overall lack of public confidence in Government's capacity to
maintain control. These have all combined to disrupt and delay the Consultants
prograrnmes and mobility. Security concerns have also made it difficult for the
TA to maintain enthusiasm and commitment from Central and District level
officials for the process, when there are very clearly many more pertinent and
pressing issues on people's minds.

Several important recommendations were made in the Mid-term Report:

1.

ADB to approve a minimum of 2 person months additional input for the
international Consuitant (1.5 field + 0.5 office based support to the local
consultant). It is stressed that this is the minimum. Requirements should be
reviewed in Feb/March 2005. Relative to the cost of the total three TAs which
comprise GRP the funding of additional time is a small investment.

ADB to facilitate discussions with MOGA to ensure cooperation in securing full
time CU positions in line ministries.

ADB and MOGA to facilitate the continuation of the two MOAC counterparts on a
full time basis until at least the end of the TA, as well as their appointment as full
members of the CU.

Unfortunately none of these important priorities for implementation were authorised
by MOGA and the pilot Ministries. This has had a significant impact on sustainability
of both inputs and staff development within the Change Units.

Progress Report Number Two

Progress Report Number was submitted in February 2005 and covered the period
November 8 to December15.
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As per the Original Terms of Reference, only the Local Consultant was in the field
during this period.

This very brief Report focussed largely on the difficulties in obtaining serious
commitment from Change Units, exacerbated by the lack of decision making by
Senior Officers on the amount of time which Change Unit Members in all Ministries
could spend on GRP activities. The Consultants had made it clear in all previous
reports that CU members must be full time - at least until the end of the TA and this
has not occurred in any Ministry.

In MOGA the two exceptionally dedicated Counterparts with whom the TA had
worked on a daily basis for 3 previous months, were under pressure to return to their
line positions, and were never made members of the CU although in fact it was the
two counterparts who had and continue to undertake the bulk of the PBMS work. The
issues faced by the Local Consultant and raised as of most concern, were the lack of
motivation of the CUs, the lack of support from senior staff, the willingness to attend
meetings but the lack of action between meetings.

Draft Final (Progress) Report

The Draft Final (Progress) Report covers the period November 2004 to May 2005.
During this critical period, as per the ToR design, only the Local Consultant was in the
field.

This, together with continuing political unrest and security problems, placed
considerable pressure on the Local Consultant. The difficulties faced by a sole local
consultant attempting to maintain scheduled work was pointed out from the
commencement of the project. However a request for two person months additional
international input for carrying out the tasks more effectively was denied.

Prior to departure of the International Consultant in the beginning of November, a
work program had been developed for each of the CUs and initial briefing meetings
conducted with CU personnel to familiarise them with the work program and the
expected output during the rest of the TA period.

Because of ADB Tranche 3 conditions which require MOH and MOES to prepare and
implement pilot Performance Improvement Plans (PIPs) in their Ministries, the
Secretary of MOGA through GRCU instructed the pilot Ministries that PIPs were to be
prepared for MOH and MOES too, similar to the PBMS scheme developed for MOAC.
Hence, an internal review of the work plan was undertaken and revised after
discussions with Coordinators of CUs from MOAC, MOH and MOES. However, it
differed considerably from the overall plan as agreed by the Team Leader, ADB and
the GRCU in October 2004. This has had considerable bearing on progress against
the benchmark- the original Work plan.

The ‘Revised Work plan’ was not discussed, agreed and signed off by the Team
Leader who was not in the field during this period.

This ‘Revised Work Program’ (for this period only) focused primarily on developing 3
YRPs for pilot districts of MOAC and simple PIPs for MOH and MOES to help meet
Tranche 2 and 3 conditions. The overall focus of the TA activities during this six
months period was on provision of support to three pilot Ministries to develop
Performance Improvement Plans. In particular to MOH and MOES.
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PROJECT PROGRESS

3.1

Work Plan
The Inception Report inciuded the Consuitants detailed Work Plan.
The Work Plan divided the TA period into seven main stages as follows:

Stage Period Description/Activities
1 1-29 March 04 Mobilisation, review GRP progress, IR.
2A 29 March — 26 April 04 Capacity building, detailed review of previous TAs

and review of progress against integration of
reform cornerstone activities

2B 19 April — 4 June 04 Capacity building/mandate review/ review of
existing Pls (where developed). Leadership/
management training/

3 7 June — 11 July 04 Review progress re PIF + identify additional

mechanisms
B

4 12 July - 13 Aug. 04 Capacity Building in designing high level Pl's etc
coaching of CUs.

5A 16 Aug. - 24 Sept. 04 Design and preparation of pilot PBMS in MOAC

5B 27 Sept. 04 — 11 March 05 Coaching + support to implement pilots

6 14 March — 29 April 05 Refinement + extension of pilot schemes

| 7 May 05 Project completion + Final Report

More detailed work plans against specific targets were developed for each stage.

As can bhe seen from the Work Plan, Stages 2 and 3, covering the period April — Mid
July 2004 were primarily directed towards establishing a firm understanding of the
reform "cornerstones” and "building blocks" essential for the establishment of a
sustainable PBMS, and determining what could be achieved in the absence of all
‘building blocks’.

Stages 4 and 5A were directed towards establishing an outline PBMS in Pilot Districts
in target ministries (especially focusing on MOAC as required under T2 conditions).
Stage 5B related to implementing, coaching and consolidating the process
established under stages 4 and 5A. Stage 5 also identified how to deepen the
necessary reforms and provides coaching in options and implementation.

Stage 6 envisaged review and extending the pilot process, as appropriate, whilst
stage 7 covered project completion and submission of the final report including
recommendations for expediting further reform measures after completion of TA
4249

The Work plan further provided for the International Consultant's 6 months of input
over the 15 month contract period to be spread over three periods, rather than the
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two periods of 4 and 2 months as contracted, to better support the Loca! Consultant
and to provide a more regular balanced input into the project.

It should also be noted that having reviewed the ToR and realised the magnitude of
the task facing the two contracted consultants, particutarly in a scenario whereby the
Team Leader was only provided with 6 months input over a 15 month contract period,
Yeoman Ward International, at the request of the Team Leader, elected to field an
additional international Consultant at their own cost to support the contracted team
throughout the entire 6 months of International Input.

Actual versus Planned Progress

Actual progress achieved against planned progress is shown against the original
Work plan and the Revised Work plan for Stages 5B, 6 and 7, in Appendix 1.

Notwithstanding the wvarious constraints which have impinged on the Consultants
progress, as detailed in Section 3.3 below, the Consultants have been able to
achieve some 80% of targeted activities.

An analysis of slippages indicates that significant slippages occurred during the
stages when a singie Consuitant was on the ground, unsupported by the Team
Leader; these slippages were generally recovered and the programme brought back
on target when the full, enhanced team was on the ground.

It is also evident that the [argest slippage occurred in the first half of 2005, when
major political changes and a declining security situation resulted in a significant loss
of inertia within the pilot Ministries at a critical time when the first PBMS model was to
have been trialled in MOAC and models in MOH and MOES consolidated. It also
meant that only limited field visits could be undertaken within MOAC and that the
selection of MOES and MOH Districts (and therefore pilot studies) was significantly
delayed further curbing progress in these two latter Ministries.

This situation was further compounded by the decision not to endorse the
Consuitants proposals, as set out in the Mid-Term Report, for additional input across
this critical period. This then left the Local Consultant isolated and unsupported
throughout the final crucial 7 months of the 15 months contract period.

The analysis of slippages further confirms the Consultants contention that a more
balanced distribution of International and Domestic Consultants inputs would have
benefited the TA and further that the magnitude of the tasks involved in endeavouring
to develop PBMS across three pilot Ministries in parallel exceeded the capacity of a
single Consultant, notwithstanding other constraints imposed on the TA.

Impediments to Progress

The following factors have, to varying degrees, impacted on the Consultants progress
under the TA:

Institutional Issues

» Political and social instability and, in consequence, senior officers (understandably)
more concerned with their political survival and security issues than reform;

e An inherently ineffective Government reform implementation structure, which
places a line ministry (MOGA), itself the subject of reform, as the reform facilitator
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and administrator (GRCU). This has put GRCU and particularly the Joint
Secretary in the difficult position of trying to enforce reform activities in other
Ministries from within a Ministry which is itself the target of reform. It has resuited,
here~ and elsewhere- in limiting both the capacity to facilitate reform and the
capacity to manage reforms within MOGA.

Lack of timely decisions on the Consultants recommendations;

Lack of endorsement of either office- based time so the International Consultants
could better support the Local Consultant, or approval for two months additiona!
time;

The absence of any full-time staff in any Change Unit;

Lack of any incentives for often enthusiastic, part-time staff to tackie the
sometimes onerous tasks associated with reform and setting up PBMS in
particular;

Reguiar changes of key players and senior management and consequential loss
of institutional memory regarding reform in general and PBMS in particular;

Lack of clarification of the role of Counterparts (MOAC) relative to the role of the
Change Unit;

The infrequency of the meetings of the ARC- and therefore the lack of reguiar
involvement of senior decision Makers in the reform process;

The Efficiency Unit in the Ministry of Finance appears to meet infrequently and
there was no real participation from the Ministry in either Workshops or activities.
Planning by the Ministry of Finance, for funding of the Performance Improvement
Fund, is still at an early stage since it has not been a priority within the Ministry.
The new Joint Secretary, appointed in August 2005 is not yet fully aware of the
project.

Reform Issues

The absence of any real reform to date, notably ‘rightsizing” within the target
ministries and the lack of development of organisational structures clearly linked
to essential functions and to the mandate of the Ministry;

In consequence the lack of a firm change culture or structure in place to
realistically permit the introduction of sustainable Performance Based
Management Systems in the pilot ministries,

In the absence of significant restructuring, substantial “efficiency gains” are not
possible and hence funds are not currently available to support an incentive
based PBEMS.

TA Structure

An unbalanced TA structure which provided for the Team Leader 6 months input
over a 15 month period, leaving the Local Consultant to work alone and
unsupported for considerable periods of the TA (it should be noted that the
original ADB Report of November 2001 envisaged a much more balanced TA
with 10m/m of international consultants input and 12 m/m of domestic consultants
input);
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The lack of provision of office based time for the Team Leader to supervise and
support the Local Consultant- resulting in some technical deviations from plan

and processes, which could have been aveided if additional time for the Team
Leader had been provided as agreed;

The allocation of all non- fee budget items to the Local Consultant, undermining
the capacity of the Team Leader to control budget, priorities or invoicing,
(notwithstanding the professional integrity of the Local Consultant}.

i3
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PROJECT ACHIEVEMENTS - OVERVIEW

4.1 Overview

Notwithstanding the often-frustrating constraints that have challenged the TA, most
broad components of the TOR have been completed or are in process. In particular;

SECTION 4

s increased understanding of the overall reform process at senior levels within
Government;

s specification or refinement of Mandates for pilot Ministries;
s review of functions necessary to meet mandate;
« facilitation of establishment of performance indicators for selected functions;

« establishment of a framework for a Performance Improvement Fund to focus on
skills development, business processes and necessary equipment to achieve
specified targets in pilot Ministries commencing FY 2004/05 and continuing
2005/06 and 2006/2007 initially targeting MOAC,

» facilitation of provision of {limited) funding for the commencement of a
Performance Improvement plan;

« agreement on establishment of a Performance Incentive Fund (io recognise
excellent or poor performance and apply incentives accordingly) for introduction
at a later stage, once Ministries are able to generate savings from improved
efficiency;

+ establishment of two pilot schemes in the Ministry of Agriculture and
Cooperatives; identification of suitable pilot districts in Health, and Education and
Sports and development of frameworks for pilot projects;

s development of performance targets and pians the Ministries of Health, and
Agriculture and Cooperatives, to varying degrees of completeness, based on the
interest of the Ministry and the availability and willingness of Change Units to
apply themselves consistently throughout the project period;

s provision of ongoing and extensive coaching and technical training to
counterparts in the Ministry of Agriculture and Cooperatives, at both central level
and within the pilot districts of Kavre and Bara;

« provision of on going- but less intensive- support to the Ministry of Education and
Sports particularly focused on coaching, planning, organisational review to
prepare for the introduction of performance based management. The Change
Unit within this Ministry however was at a much earlier stage of conceptualising
the process and were also less able to continue work in the absence of the
Consultants due to competing demands;

s briefing of the Office of Prime Minister; briefings for the Chief Secretary, as well
as with the GRCU coordinator on a reguiar basis; and assisting in drafting press
releases for HMG and the Office of the Prime Minister in relation to the reform
process and PBMS in particular;
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s re-invigorating the CUs in MOH, MOES and MOAC- most especially MOAC;

« establishment of semi-permanent counterpart staff in MOAC (in addition to the CU);

+ review of PBMS options and agreement on a model PBMS for the pitot districts of
Kavre and Bara in MOAC,;

» assisting with the review of Tranche 2 Conditionalities, including preparation of a
detailed paper for ADB;

« continued formal and informal training and day to day capacity building including
combined workshops for Senior staff and Change Unit Members in all pilot
Ministries, especially on practical requirements to link all aspects of the reform
process;

+ agreement with MOF on the establishment of a 3 year rofiing plan framework and
its introduction to MOAC. This is a fundamental component of an effective PBMS
but it requires that both the Ministry of Finance and the line Ministries change the
concept and manner of budget preparation. It still requires further endorsement
and support from the Ministry of Finance and the National Planning Commission
if progress is to be sustainable.

Briefing Papers

With increasing enthusiasm for the PBMS process within the target Ministries and a
real sense of progress emanating from the enthusiasm and drive within MOAC
towards implementing a pilot Performance Improvement scheme, the Consultants
issued a number of briefing papers to keep the Prime Minister, Chief Secretary and
senior management abreast of developments and, also to provide Secretaries with the
necessary background information to secure endorsement of models and approaches
to the pilot PBMS. These and other practical notes for individual Ministries are
available from the CUs.

Several Key Papers were reproduced in the Mid-term report. These included:
« Working Paper on the Establishment of a Performance improvement Fund;

« Key Issues in the establishment of a Pilot Performance Based Management
System and;

+ Options for the introduction of a Performance Based Management System within
the Ministry of Agriculture and Cooperatives;

¢ Other short papers and background on technical issues arising have been
prepared as required;

e« Overview of progress toward achieving Tranche 2 Conditionalities.

Capacity Building Workshops

As the process has rolled out, the Consultants conducted an increasing number of
targeted, customised workshops to ensure that all involved parties developed an
understanding of the technical complexities of PEMS and, as importantly, to ensure
the active participation and endorsement of the key players.

These included:

« A two day training workshop on GRP, function based reform and prerequisites for
performance based management (Godovari, April 2004),
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Ongoing capacity building for MOAC counterparts;

Multiple workshops at all levels and a follow-up presentation workshop to senior
staff in MOAC, initially to describe options for PBMS and their implications to senior
MOAC personnel, and then to present the PBMS model endorsed by senior staff
and steps toward implementation;

A second cross-ministry Capacity Building Workshop for GRCU, EU and all target
ministries to compare and discuss development. Each Ministry presented a
progress report and overall progress was reviewed by the TA Team. This was
chaired by the Chief Secretary and attended by all target Ministry Secretaries and
Joint Secretaries (October, 2004)

Focal Group Workshop for MoH: December 2004,

Capacity building and review of progress and issues in MOH which resulted in a
direct request for additional TA support to assist the Ministry to develop a pilot
PBMS in selected districts,

Workshop on Performance Based Management and planning for performance
production and productivity indicators; Bara, August 2004,

Workshops on Performance Based Management and planning for performance
production and productivity indicators: Kavre, September 2004: August 2005

Review of performance Indicators, Kavre January 2005;
Progress Review Workshob for senior Staff MOAC: January 2005;

Focal Group discussions on 3YRP preparation: MarchMay 2005 Kavre:
April2005 Bara;

MOH Task Force Review; Dec. 2005;

Workshop on developing Performance [ndicators with Sub- Health staff,
Biratnagar Jan 2005:

Workshop with Sub- Health staff: Chitwan March 2005;
Review of performance Indicators with MOH staff May 2005,
Ongoing facilitation with MOES, MOH and MOAC.

Counterparts

The Ministry of General Administration is the key liaison point for TA 4248, The TA
team had office space allocated within MOGA and had very frequent dialogue and
good relationships with the Joint Secretary and Secretary. Three issues continued to
be of concern throughout the Project:

The MCGA counterpart allocated to the TA Team during the initial phase of the
project was transferred from MOGA after 3 months and despite reguests from the
TA team, including identification of a suitable candidate, was never replaced.
Valuable opportunities for capacity building have therefore been lost;

Changes of Secretary in MOGA, MOH and MOAC during the course of the project
have meant that additional time in briefing and capacity building for PBM was
required,
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» ‘Full time’ MOH counterparts were only established in the last Smonths of the

project but even than, they needed to deal with over operational tasks outside the
GRP;

e In MOAC it is likely that the involvement of the two Counterparts, who have worked
with the Team throughout the process, will cease now TA4249 is completed. The
key focus of the TA is capacity building. The MOAC work plan for a PBMS can only
be implemented successfully if the current counterparts continue, It is too late in the
process for replacements at this critical stage of development.

Coordination with Other Projects

The TA team initiated contact with donors undertaking projects, which may have an
impact on TA 4249 and GRP generally. In particular, they worked closely with staff
involved with the DFID supported Agriculture Perspective Plan suppoert programme
who, it was anticipated, with the agreement of DFID staff, could play an important role
in observing pilot programmes under this TA possibly using ‘lessons learned' to
replicate PBMS at district level following the TA pilot assessment. Largely due to the
tack of capacity for extensive fieldwork due to slow of progress in MOH and especially
MOES, as well as security, this did not eventuate.

Similarly the TA Team were involved in the plenary meeting with MOH and the World
Bank to finalise the Health Sector Development Project, funded under a World Bank
consortium. This project is directed toward improved capacity and productivity and
will include Functional Analysis, Job Analysis, Staffing Analysis, Skill Needs Analysis,
Training and Leadership and Management Development. This project is unlikely to
commence before late 2005 but it is essential that it is coordinated with GRP efforts in
Health.

in MQES, considerable donor input has been allocated to the establishment of a
Teachers Management Information System. This will eventually be of use in monitoring
performance and so is indirectly linked to the current project. Observations and
several meetings indicated that the TMIS is continuing to develop very successfully.

Tranche 2 and Tranche 3 Conditionalities

The ToR for TA 4249 requires that the Consultants work with the Ministries to achieve
Component 5 of the Trance 2 Loan Conditionalities. The objective of this comoonent
is: To deliver better services to citizens by reinforcing a new public management
culture and work processes that are related to performance-based management.
The TA Team have used a process based methodology and ongoing coaching and
training to faciiitate the achievement of this objective. In addition the four sub
obijectives and indicators under Component 5 have been met or partially met.

The TA team have also assisted in the fulfiiment of the key Tranche 3 Conditionality
which is relevant to this TA. As per Tranche 3 conditions, MOAC is required to
implement a 3 Year Rolling Plan from FY 2005/06. The Ministry has endorsed a
framework for preparation of the Plans, developed by the Team and both the CU and
District Officers have been coached in further development of the Plan and
preparation of budget requirements. The 3YRP Framework has provision for the
inclusion of Perforrmance Improvement Requirements to be funded under the
Performance Improvement Fund.
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The Mid Term Report and a separate document * Brief Overview on Progress toward

Tranche 2 Conditionalities, provide briefing notes on the status of fulfiment of
Tranche 2 Conditionalities as at September 2004,

Only moderate progress toward fulfilling Conditionalities has occurred since then.
However, the Local Consultant has continued to work with MOAC on the relevant
Tranche 3 Conditionality during the last 7 months.

Performance Improvement and Performance Incentive Funds (PIF)

The concept of a PIF as described in the ADB RRP: NEP 32238 GRP Report and
Recommendation on a proposed loan for the governance Reform Program is as
follows:

“A Performance Improvement Fund, to be used for skills development,
improved business processes, engaging specialist staff and purchase
of needed equipment such as computers.”

The fund was to be provided to Ministries that introduce performance improvement
plans, as proposed in the Loan Document.

Such a Performance Improvement Fund does not provide incentives based upon
individual performance achievements. It provides funds for special inputs which will
assist in achieving oulputs as agreed in the Performance Improvement Plan or 3 Year
Rolling Plan.

A Performance Incentive Fund provides financial or non-financial rewards for
achievement of targets, not support to achieve the targets.

The concept of a Performance Improvement Fund is therefore very different to a
Performance /ncentive Fund.

Appendix 2 describes in more detail, the concept for and requirements necessary for
the introduction of a small scale Performance Improvement Scheme. The
introduction of a Performance Improvement Fund requires a different starting point to
an Incentive Fund, and can be introduced into selective sefrvice delivery units whilst
the preconditions for a PBMS and Incentive scheme are being addressed.

MOF have allocated ‘PIF Funds' for the year FY2004/2005. However, these are
being used to facilitate the general ‘work’ of the CUs, and are not specifically directed
toward implementation of a Performance. In MOES, for example, funds have been
allocated to facilitate development of the EMIS and most of the total budget has been
spent on computers and equipment.

Current Allocations (2004/5) are as foliows:

MOES: Rs. 3.5 million
MOAC: Rs. 1.5 million
MOCH: Rs. 2 million
EU: Rs. 2 million
GRCU: Rs. 1 million
Others Rs. 1 million
Total Rs. 11 million T
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Funding of an Improvement Fund at present cannot therefore come from the
allocated PIF funds which are required for CU activities.

Funding therefore will have to come from MOF allocation against approved
Improvement Plans.

In terms of progress toward the establishment of priorities for the introduction of an
Incentive Fund based on rolling plans, only the pilot districts within MOAC are close
to a position of implementation. Establishment of PIF funding mechanisms has been
slow-largely due to competing demands in MOF.

A mechanism will have to be developed using the resources of the GRCU to
continue working with MoF to enable further development and ensure budget
allocation- or the progress made in MOAC will halt through lack of funding.

At present it is not possible to specify exact budget requirements for the introduction
of a Performance Improvement Fund in all pilot Ministries. The budget must be clearly
based on the Key Inputs identified to assist to meet Performance Indicators, based on
clear, measurable Three Year Rolling Plans. Appendix 3 contains an overview of the
3YRP guidelines which have been presented and discussed during workshops and
which have been suggested as the framework for introduction of the 3YRP concept to
all Ministries over time.
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ACHIEVEMENTS WITHIN PILOT MINISTRIES

5.1

5.2

5.3

MOGA:

This Ministry has overall responsibility for coordinating the GRP and implementing the
Governance Reform Policy Matrix and has prepared a road map of reform programs.
it is pursuing the reform programs through CU, ARC and ARCMC meetings. Greater
coordination with CUs by MOGA would, however, ensure that 'lessons learned' are
transmitted between GRCU and line ministries.

There is currently no overall Masterplan to govern the reform process and the Policy
Matrix does not suffice for widespread and longer term planning and cohesion. In
preparation for development of a Master Plan, however, a thorough and candid
review of progress to date is needed, including identification of outstanding activities
which, for Tranche 2 and 3 purposes, may be considered ‘compiete’ but where, in
fact, the real groundwork is still insufficient to support effective reform.

MOF:

MOF has indicated it is committed to introducing an output based budgeting system.
It understands the urgent requirement to link Ministry performance indicators with
budgeting and performance monitoring. MOF has allocated a budget for Change Unit
activities in three line ministries as well as for activites in MOGA/GRCU and the MOF
Efficiency Unit. The budgeted activities are not related to an overall change management
plan for each Ministry, however, and untit rigorous plans for efficiency improvement are in
place, the individual inputs will have limited effect.

Output based budgeting, within the 3 year roling plan framework is essential to
performance improvement. MOF are committed to this concept. However, until there are
measurable performance indicators within each Ministry, output based budgeting is not
possible.

MOH:

The installation of a national HMIS to monitor performance and staffing at service
delivery level, the requirement for monthly and quarterly reports against service
delivery targets; and the linking of non-performance- including non-submission of
reports- to withholding of budget and individual salaries, have been significant
achievements. Reporting under the HMIS is carefully monitored and release of salary
is contingent upon submission of monthly reports but it does not seem that there are
yet rewards for achievement of targets. Decentralisation activities are taking place in
the Ministry. Sub-health posts are being handed over to VDCs. A Health sector
reform strategy paper has been prepared and is now being implemented but the CU
does not seem to have a role in its implementation. The MOH has also set up an
Organisational Review Committee {(ORC) to both review organisational structure
against functions and to ensure the establishment of a high level CU on a full time
basis. During the last 8 months considerable progress has been made and linked to
ongoing activities in MOH. Most particularly:
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¢ Three districts, Chitwan, Mustang and Morung have been selected for piloting the
model (after review due to security constraints),

e Anoutline PBMS model has been developed,

e Individual PI's have been developed for selected staff at Sub Health Posts and
discussed and agreed in workshops with affected staff;

¢ Review and assistance has been provided with prioritising of District Performance
Indicators developed by the CU;

s Pilot rollout is targeted for early 2006.

5.3 MOAC:

Three Agriculture districts offices (Karvre, Bara and Solukhumbuz) have been selected
for identifying service standards and implementing a performance based management
system. Pilot schemes have been designed in conjunction with 2 districts and
performance indictors based on production and productivity targets have been
developed and submitted to the Joint Secretary for approval. Both the Livestock and
the Agriculture Divisions in Kavre and Bara have made considerable progress. In
particular:

e Four performance based models have been developed for MOAC and the most
appropriate model further developed and approved by the Secretary, MOAC;

e Performance indicators, linked to the 10" Development Plan, have been
developed for key commodities at service delivery level and result level,

e A format for data collection and farmer's evaluation of MOAC input at district level
has been designed and approved;

e Key input areas for funding under the Performance Improvement Fund during
Pre-Pilot phase and piloting period have been identified,

e Draft Three Year Rolling Plans (3YRP) have been developed by two districts for
FY 2006/2008 and submitted for approval although, as noted elsewhere, these
are not yet in the comprehensive format required for effective PBMS or PIF
funding and additional training is clearly required,

¢ Alimited “pre-pilot performance monitoring and performance improvement” phase
was trialled in Kavre and Bara in the last quarter of FY 2004/2005;

e Full rollout of the PBMS model is now targeted for January/February 2006.

5.5 MOES:

Strengthening of a Teachers Management Information System in the Ministry is being
undertaken as part of the Policy Matrix and Software is being developed. This will
pave the way for more rigorous identification of Ghost Workers as well as providing a
platform for the introduction of better teacher performance monitoring and reporting.
Considerable effort has been invested in organisation review and review of staffing
requirements, Progress has been slow, in part because many of the CU and planning
staff have been allocated to other important activities. This has changed to some

2No pilots were able to be established in this District due to security problems- as advised by the Secretary MOAC.
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degree in the last few months with efforts from the Consultant being directed more
toward MOH and MOES activities have focused on:

¢ Continued efforts to engender enthusiasm; however, momentum was difficult to
sustain and progress slow;

¢ Selection of a pilot District (Kathmandu District Office KDEO);

¢ Coaching on the requirement to link key planning tools (10th Plan; Education for
all) with District Performance indicators and Targets;

e Assistance to a newly constituted Task Force to develop their role and to support
the KDEO with a basic functional Analysis in preparation for determining priorities
and Performance Indictors.

5.6 Additional Ministries:

Two more Change Units were created: in the Ministry of Local Development and
Ministry of Land Reform and Management. The Joint Secretary of MOGA requested
that these two Ministries were also involved in training under the T.A. whilst dedicated
input was not possible, given the shortness of the TA; both Ministries were
participants in cross-ministry training workshops.
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> LESSONS LEARNED
-
&) 6.1 Overview
LUl Table 6.1 provides a summary of the key observations and recommendations made
) in earlier reports for ease of reference:
Table 6.1
Summary of Key Observations and Recommendations
Report/Paper Issue Observation/Recommendation Comment
Inception Report- | Management RMU'’s need clear mandates Not clear
review of TA of Reform RMU’s must be led by most senior | On paper, but
3622 Process personnel part time
A clear, prioritised implementation | No “Master
strategy is required plan
To effectively implement PIPs
some basis fundamentals of Not in place
function based organisations and
strategies should be in place
Inception Report- | improve A focused implementation plan Not
review of TA Efficiency of should be developed; activities developed
3622 Civil Service should be prioritised
Inception Report- | Enhance A clear ordered priority based No “Master
review of TA Competence of implementation strategy is plan” in place
3622 Staff required On the job
Proposals must be practical training
Additional training required
Inception Report- | Performance Essential key staff be trained and | Not in place-
review of TA Improvement retained with appropriate incentive | staff still part-
3622 Programme package/contract time
Inception Report | Additional Restructuring of International Approved
Consultants Consultants input proposed April 2004
Input Need for additional IC input
highlighted Not approved
Progress Report | Difficulty of Requirement for a more balanced
No1 lone Local input into TA to better support
Copsu[ta_nt Ioca] Consultant and to cover Not approved
maintaining additional tasks required to
impetus remedy shortfalls in earlier TA's
Progress Report | Lack of Need for high level leadership “by | Limited
No1 Commitment example” improvement
by Pilot Need for full-time CU staff s
Ministries Not
implemented
Mid Term Report | Absence of full Full time staff essential; MOGA Not
time staff in must support requests from CU's | implemented
CUs
Mid Term Report | Lack of GRP to provide incentives-travel No provision
incentives for budget and equipment initially
CU staff
L
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Mid Term Report | Lack of MOGA Appoint counterparts (at outset of Implemented,
counterpart TA) but
counterpart
left
Mid Term Report | TA Structure Need for more balanced structure | Not approved ]
to better support Local Consultant
Mid Term Report | Additional Proposal for additional 2 months Not approved
Consultants IC input to cover critical start-up of | by MOGA
input PBMS in MOAC Secretary
Progress As Progress As per issues raised in earlier Not
ReportNo2 Report reports implemented
No1-+increased With change of Govemment, lone
bureaucratic Local Consultant had to devote
delays considerable time to assisting HMG
process required approvals etc.

Note: RMU = Reform Management Unit and includes GRCU/EU and CU’s as implementing units.

From the above summary it is clear that there are a number of key issues which have
recurred throughout the project and have not, to date, been adequately addressed.
These are detailed in the following Sub-Sections.

6.2 Observations on Government Reform Process and Structure

As can be seen from Table 6.1 the following issues have been raised at various
stages throughout the TA:

e There is no clear overall time bound, “Master plan” to guide the reform process
(a similar observation was made by TA 3622 in their Draft Final Report);

o Reform activities are not prioritised and do not follow in a logical coordinated
manner; in consequence activities such as PBMS are being initiated before
crucial preceding steps i.e. “rightsizing” have been properly completed;

¢ With some notable exceptions, there remains a lack of serious commitment to the
reform process at the highest levels;

e With the exception of a brief period in MOAC, there are no full-time staff at any
level of the Reform implementation structures;

+ No realistic incentives are available to encourage CU staff to tackle what are, at
times, extremely onerous and unpopular tasks;

o Regular staff changes continue to disrupt capacity building and training efforts;

e Apart from a brief initial period, there has been no MOGA counterpart available to
the Consultants;

6.3 Observations on Structure and Terms of Reference for TA 4249

The following issues can be seen to have been raised as concerns from the outset of
the TA:

e The ToR for TA 4249-NEP were drafted on the premise that previous TA’'s had
“set the scene” for the introduction of PBMS; this was found to be not the case
and considerable initial efforts had to be directed towards remedying this situation
to the degree possible;
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e The TA structure which provided for 15 months of Domestic Consultants input

and only 6 Months of International Consultants (and Team Leader) input over the
15 month period, was grossly unbalanced;

e This imbalance left the Local Consultant to work alone and unsupported for
extended periods of time-and the Team Leader with little or no control over 60%
of the Consultants activities!

e The Consultants gave notice at the outset that additional input would be required
if the ToR objectives were to be fully achieved. In particular, the Mid Term Report
included a formal proposal for an additional 2 months input for the Team Leader
to oversee the critical start-up of the PBMS model in MOAC and to better support
the Local Consultant during this crucial period;

e This request was rejected, to the considerable detriment of the Project, as is
evident from a review of actual progress achieved against planned activities
during the latter part of the TA.

Recommendations to address these observations are contained in Section 7.
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SUMMARY OF KEY RECOMMENDATIONS FOR
CONTINUED PROJECT PROGRESS

7.1

Recommendations for the Way Forward

It is essential to the success of the overall GRP that the many lessons from GRP 1 be
taken on board by all parties and both the implementation process and structure be
critically reviewed to better prepare them for the challenges ahead under GRP 2 and
beyond. In particular it is recommended that:

The Reform Process

The process must be visibly driven from the highest levels of Government;

The Master Plan should be made public to enable the public to understand
Governments objectives, to contribute to the same and to monitor
Govemments achievements against the Master Plan;

There must be a clear time bound reform Master plan addition to the Policy
Matrix

Steps in the reform process must follow logically and linearly. A sustainable
PBMS cannot be effectively introduced until preceding steps have been
properly completed.

Implementing Structures

A new independent high level reform implementation unit (RIU) should be
established within the Office of the Prime Minister. Its mandate should be to
supervise the development and implementation of the Master Plan;

The Head of the Unit should have clear authority to act across all Ministries;

All RIU staff should be full-time personnel engaged under a clear
performance contract, linked to the Reform Master plan targets and
independent of line Ministry functions for the duration of the primary reform
process and, it is suggested, funded directly by the supporting Donors to
help promote the independence of RIU staff;

Remuneration and bonuses for RIU staff should reflect the difficult and
often unpopular nature of their tasks;

Change Unit staff must be full time on reform and restructuring activities
which are occurring within their Ministries. They should report regularly to
the RIU as well as within their own Ministries;

Mechanisms for coordinating reforms across Ministries, including the more
widespread introduction of a PBMS must be introduced under the direction
of the RIU;

One or two Intemational External Advisors should be appointed to assist the
RIU, and to provide technical oversight of reform design and implementation;
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e There should be a full review of the implementation of GRP1 before the

commencement of GRP2 and funding for and implementation of GRP2
should not commence until the basics as above are in place.

TA and Consultants Contracts

e The RIU, in consultation with the Donors, should supervise the hiring of
Consuitants for the reform process as they deem necessary and in
accordance with the reform Master plan. The emphasis must be on the hiring
of very experienced, practical reform specialists who can apply lessons
learned eisewhere;

e TA structures should reflect the specialised and sensitive nature of such
consultancies as well as the lengthy time required for achieving consensus
and change.

o The obstacles placed in the way of isolated local consultants undertaking
such reform work alone must be recognised in TA design;

e The cumrent suggestion to extend TA 4249 and hire 1 or 2 new local
consultants operating without International support should be reviewed.
The suggestion of using the two MOAC counterparts, who have already
been trained by the current consultants, should be considered as an
alternative. This would also go some way to compensate them for their
considerable, largely unrecognised, input to the development of the MOAC
Model and act as an incentive to others.

Performance Based Management Systems

o All of the above recommendations impact on the capacity to implement a
PBMS! In addition the following recommendations apply:

e There is a need for a performance based culture to be embedded in the revised
Reform structure from the outset, by way of performance contracts for all staff
clearly linked to the Master Plan outputs, with suitable bonuses for achieving
or bettering targets-and corresponding penalfies for underperformance.

e Full-time staffing with suitable remuneration and incentives for Change
Units, or similar, is essential if real progress is to be achieved;

e Recognition that 3YRPs form the basis of an effective Performance Based
Management System;

e Continued pressure must be applied to pilot Districts to complete
comprehensive Rolling Plans, which include all output requirements as well
as Perfermance Indicators. Improvement Funds should not be allocated
until these steps have been satisfactorily completed;

+ Effective monitoring and evaluation systems for the PBMS models must be
developed and implemented;

e The initial Performance Improvement Fund must flow into a Performance
Incentive Fund as soon as satisfactory performance has been established —
by effective monitoring and evaluation-and preferably within 3-4 years;

e As soon as the pilots have been satisfactorily trialled, the model should be
progressively extended to other districts.
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Finally, whilst the above recommendations are those of the Consultants and represent their
professional views, it is most encouraging to note that many of the recommendations are

broadly consistent with the views of the current Secretary, MOGA as expressed at the final
Wrap up meeting in September 2005.

In particular there is a strong consensus that the reform process must be seen to be driven
and lead by the very highest levels of HMG and further, that now is the time to conduct a
thorough review of performance to date as outlined in this Final Report.

The Consultants firmly believe that if implemented the above recommendations could pave
the way for a new era of Government reform in Nepal.
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CONCLUSIONS

Notwithstanding the various constraints that have challenged the TA, the Consultants have
achieved some 80% of the original Work plan activities.

A PBMS model has been developed in MOAC and partly trialled in the two pilot districts of
Kavre and Bara. Three Year Rolling Plans have been developed for these districts and
submitted to the ministry for approval and full roll-out is now targeted for early 2006.
However, there remains a need for ongoing training and supervision in the preparation of
simple, measurable, time bound 3YRPs.

in MOH a PBMS model is under development and is expected to start trials in three pilot
districts of Chitwan, Mustang and Morung in early 2006. In MOES Kathmandu District
Education Office has been selected as the pilot district and an initial functional analysis
conducted and preliminary indicators are under development.

However whilst these models have been developed as required by the ToR, the fundamental
“building blocks” essential for the successful introduction of a sustainable PBMS are still not in
place.

There is an urgent need to critically review the overall GRP process and implementation
structures. A new comprehensive time bound Master plan should be developed to guide the
process and all new Reform Units should have performance contracts linked to clear
measurable outputs under the Master plan.

In developing the Master plan, it is essential that the process be revisited and that the
fundamental pillars of the reform process be properly established before introducing
widespread PBMS models. There are no simple short-cuts in a reform process and each step
must follow in a logical, linear manner if the desired result of a more efficient, responsive Civil
Service is to be achieved. Refinements, such as PBMS, cannot be successfully introduced
until the “basics” have been completed.

TA 4249 Strengthening Performance Based Management: Final Report 28




6C Hoday jeuld :juswebeuely paseg a3uewWIONdd Buluayibuans 6vzy V.1

sapanoe lenoy
sapapoe pauveld

poday uondaouy
v a1a1dwod (v
|
7 aviVOON sayoeoidde
7 Aq paideooe Uejd YoM v pue sanss] uo
» anpayos|  panciddy Jed se| sbunasw Aleus|d (g1
uo papiwang| poday uondeouj ,
podey V1 shoiraid Malnal poday uondaouj
uondeou| ul v '? SSUISIUIN UM 9)9|dwod pue
papIEEAE+NOU! sVl ssaiboid mainay (Z°3 sanuoud aaibe N3
» pajejdwo) [snoirs.d Jo meiney| B U:.M.DUW_O OON
‘SION ‘40N ‘VOOW
v uonesiqo (33| U SsaiBoid duo
JO MBIAIBAO PUB dHS
MB3IAB] ‘UOHESIIGON

ajnpayos TV ‘L 3A9VIS
uo paje|dwiod|
L obeig
Sindino L L L EL i e et L L 6 8 £ S 5 4 £ 4 : INVLINSNOD NOILLdIMOS3a
JieN = uo,
_mhzmiioo 39ViS HINOW (002 YdieW = | YWUOW) HINOW T19ISNOdSIY SHSVL [A9VLS
$002 ¥002
T °1qeL

$00Z Joquia3das - yosep
ssaiboid pauueld A [en)oy

ATINAIAHIS ALIAILLDV .SLNVLTINSNOD ANV NV 1dXMHOM

L-xipuaddy dIN-6¥ZP V.1




0o¢ poday euld :juswabeuely paseg adueuLIONdd Buiuaylbuans 642k VL
Swisiuyda 4id
J0 mainal feniu) (§'vZ
Buuopuopy
fuswabeuepy
v ERlT:=TUITER]
Bupun (r've
TV malnay ssalboid (€vez
sue|dyi0pm
NO JO MalnaYy
‘pue uoljesedasd
v ue|d ssauisng
;U0 saujsiuly 1obie)
ym Buiyoeo) (z've
ainpnas
doyssuom (1'vZ
¢ abejs uonesiueblo v
Japun paje|dwoo 1oAs|-ybiy pue SIJIAIJOR BU0}SIDUO0D
+ doysyuom|suorouny ‘ejepuepy wJojal Jo co_«mgmmﬂc_
1e pajeny)|  jo uoneresdion , pue Buipjing Ayoeded
ajnpayos
uo pajs|dwod 1V vZ 9selyd
vz afeig
<2 A9VI1S
S1Nd1no L Lk o st A £l e a L 8 8 L S g 4 £ ¢ INVLINSNOD NOILJINOS3A
SININNO HLN {#00Z u24e = | YUOW) HINOW Ny <
_ ° JoVvis mo%w.i $00z 0 F79ISNOJS3 SHSVL /A9V1S

002 1oqualdas - yourey
ssalbold pauuejd A jenjoy

FTINATIHIS ALIAILDV .SLINVLINSNOD ANV NV 1dXMNOM

daN-6VCY V1




L€ uoday jeuld :Juswabeuel paseg adueULION3d Buluayibusiis 6vzy V1
A1/SY spun e
MaIARY ssalboid (g2
passaippe
somonpue? AT/SH ssaiboud z
pejejdwor| o) syuswipadwy , ayouel| maIAdY (b'az
AVUBWWOD
posedesd cw_,.hwmwﬁwmm A1/Sd sue|dxI0m Jun 9SIOpud
sueidpom|  sueidspomnun , 0} salejaLoas (¢°az
padojerep suonouny |9A9) ybiy Joy
suonouny
p obeys| o) paxul) sioleaipul ISY] s10)edipul mo:mE._oth
lepun JYOW aouewlopad }jeJp sonpo
10} paje|duio) 1ene] - UbBIH , 0) buiyoeo (z'az
SOUISIUIN
P bﬂﬂﬂ“ Sy Joj sueyd ssauisng|  sai)IAIOR BU0)SIBUOD
pareidwon ucmnuwﬂ_ oo pajeibajul 2onpoad| wiojas Jo uoneibajul
AinyjoN|  sueld sseuisng 0} buiyoeo) (3-gz| pue buiping Aroeded
s SYH £¢ 9seyd
-z abejs Aay uo
UNWLBA0 Ljuow |
2 JOVIS
8l Ll 9l 13 14" gl cl Ll ol 8 L 9 S 14 € 4
SiNdLiNo AINVLINSNOD NOILJINOS3A
SLIN3IW 24l = uo
', [eZe] 39VLS HLNOW (#00Z Y2Je = | YUOW) HINOW 279ISNOJS Y SMSVL [A9VLS
S002 002
00T 12qualdas - youew

ssaiboud pauuejd A [en)oy

FTNAIHIS ALIALLOV .SINVLINSNOD ANV NV 1dMJOM

d3N-6¥2¥ V1

3 B M W WM M WM )




z€ yoday [euld :juswabeuely paseg duURWLIONI buiuayibuans 6vZd VL
pemquing] Lodey sseiboid, SH /Al podoy ssaiboig
002 J0GOR0 T sueyd yun jsuiebe
Jepea wee Id J0 uswysiiqelss
£q papnjouo) A/SYH ssnosiq (p's
BuioBuo] spun o} Buiyoeos shun
Buiyoeo) 6uI0Bu . sy Buiyoeos anuyuo) (g'¢
swisiueyosw
juswanoidwi
‘Ajuo aujinof sbuiaes 1so2 [enul >ocm_oE.m pue sBuines
ul pajeidwo)|  jo uoneaynuep) , SY 1509 [eniu Ayguap) (Z'¢
aouewlopad
Ayjenb buisiubooal
VYOOW pue 40N 10} swisiueydaw
s WM 41d Buuslsiupe [euonIppe Jo
10} swisiueyoaw| uoresyuapl pue Hid
Malnay (1| upm ssaiboid mainay
senAloe ¢ ebels SYH € 39VIS
uo aBeddis,
WYuow g¢-g
8l Ll 9l Sl Pl €l 4} Ll 0l 6 8 L 9 S 14 € 4
S1ndLno LNVLINSNOD NOILdIRMOS3AA
SLNIWWOD HIN (#00Z Yo4e = | YIUOW) H
JOVLS monms_ 0 W v_mow W) HINOW I79ISNOdSIY SHSVL /A9V1S

$00T 1oqua3das - yolep
ssaiboid pauue|d A [enjoy

ATINAIHIS ALIAILDV .SINVLINSNOD ANV NV IdMAOM

d3iN-6¥Zy V1




£c Hoday jeutd :Juswabeuepy paseq aduewLouad Buluaylbuans 64Tk VL

SJoeJU0D 3DIAIBS
v 40 1do0U0D MBINDY (6°¥

SNUOQ SoUBULIOUSd
v MaINaY (8°¥

peaibe .
sjuewelnbe) #eis yoeod (L

v
sseo0.d Buiobug ino} Apnis.

nun Aioyeinbas

e [ pue Surouow
mco_merw_D SIOBAHUOD S_Emw. . v 1o} yyeis Aynuapl (9'y
suolouny Aiojeinbas
paysiigeise
swweiboid yun Aiojenbes mv pue mcro:comt
PHOM DVOW 88g|  pue Bulojuon , uo wm;m( —m ¥
doysyio X
v Z doysuom (v'y
si0jeoIpul
sid aouewsopad Jsuiebe
1suiebe pemains)| mv sueld Yi0M MaInay (¢y
—s sue|d YJOM « swisiueydoaw
usweroiduy Buuoyuow
souBwWIOpNad Buuren qof pue juawabeuew
yum paoejdal]  pamelral snuoq v ayjuo ..cme_QE_ AN.Q ouewsopad
pue pamoairsy| souewIopad , pue wk_oamou_._vc_
sjuswalnbal soueunopad
Buiobuo Buiuiesn v Bosd no} >_u_.z.w 1aAa) ybly Bujubisap
s8nunRuoY gol sy uQ . /ssaiboid mainay (1| o buiping Ayoeded
€ 8 9z abeis v ‘¥ 3OVIS
wouy aBedds
Buiarosas
2 S
81 Ll 9l Gl 141 €l cl L 0l 6 8 L 9 S 14 € 4 l
S1NdLno INVLINSNOD NOLLdROS3a
SLIN [ 2UR| = uo|
INNOD 39V1S HLINOW (¥00Z Yyo4e = | YJUOW) HLNOW J19ISNOdS TN SHYSVL [AoVLS
S002 002
007 19quandas - yaiep

ssaiboid pauue|d A [enjoy

ITNAIHOS ALIALLDV .SINVLTINSNOD ANV NV 1dXNOM

d3aN-6VZY V1




poday euld :juswabeuey paseg adueuliopad buuayibuans ebzh VL

peniwang| podey wuel PN . _ Hodey uuoj pIN
suonouny Alojejnbas
ue|dxIom pue Buuoyuow
pesing) 888 B v dnies (1S
swisiueydaw
8wayos .
snuoq oN v Buipodas 9916y (01°VS
swa)shs
v pue snuoq 226y (6'vs
pajdope |spow
Jusweoidu,, suondo
soUBWIOLEY v SNUOQ M3IADY (8'VS
|epow
pejdope yum suonduosap
sjqeoidde joN v qof sjoidwo) (L'vs
- sainseaw aouewiopad
v dojoag (9°vs
v sid Amuapi (§'Vs
v spuIsia IsiA (P'vs
OVON UTPeysTaerss yels
‘Kiejeioeg saweyos|
Aq panoidde juswebeuew v oujsip uiel; 0} YO
19PO SWad|eouewioped joid . 2 VYOOW Yoro) (¢'vs sowayos
Al d SpLsip juawabeuew
joiid wiyuod (Zvs sauewiopad
SaUISIUIN j0iid jo uonesedasd
Al j1obse) wiyuo) (1°VS pue ubisaqg
VS abejs jo v abels
puse je a|npayas|
uo oeq
11V B ERLARS
8l Ll 9l Sl i el cl L (013 6 8 L 9 S 4 € 4 l
Sindino INVLINSNOD NOILdIRIDS3A
SL| IR = uo!
NINWNOD 39ViS IMM.OONE (v00Z yaiew v“““. W) HINOW J19ISNOJSTY SHSYL [A9ViS

00T 12quialdag - yosey
ssaiboiad pauuejd A jenjoy

FTINAIHOS ALIAILDV .SLNVITINSNOD ANV NV1dM40OM

d3IN-6VCY VL

N B O B O O O .




Ge Hoday jeutd ;jusawabeuely paseqg adueulopad buluaybuans 6veh Vi
|
SH/ A1 u0doy ssaiboid
sjiun Asojejnbau
pue Buuojuow
S 0} Buiyoeod
pue poddns
uodey ssesboud , OEO@CO A.v.mm
19A9)
sjun AiojejnBe, sy PuUIsIq je Buiyoeoo
2 Bunopuow| pue upoddns
o} buiyoeod 3 Buiobu "
voddns BuioBuQ , 106uQ (¢°'as
SY Buuoyuop (z'as
i~ uojjejuswsajdwi uo
S|aAs)| B}
L - g6 sebeys| 1ouysiq o) woddns SIMISIp yoeo) AF as
104 ueld Yiom pue Buyoeoo
pesiAal 99§, 6uiobup ,
| Sy gg abejs
sindino L L L EL i 8 2 S g 4 £ 4 INVLINSNOD NOILdRIOS3a
HLN $00Z Y24e|\ = | Yjuo
SLNIWWOD 39V1S MooONs_ (#00Z yosen vo“« W) HINOW I19ISNOJS Y SUSVL [A9V1S

$00T 19quadas - youep
ssaiboid pauue|d A jenjoy

FINAIHOS ALIALLOV .SINVLITINSNOD ANV NV 1dMIOM

d3IN-6¥ZY V1




g€

yoday jeuld :Juawabeuely paseg dueuLIOMdd Buluayibuans evey V.

S/ A1 Hoday |euid yeiq
juoday jeuid yeiq .
ojgnd-o.id
UM SJuswaAalyoe
7 MaINSY €'9
f sawiayos
7 jo1d [euonippe
10} Juawalinbai
7 mainey z'g| Malnal josioid pue
swa)sAs Buuoyuow
“Swoshs| pue juswsbeuew
Bunoyuow
pue sauweyos doyssiom maIney juswanoidwiy
Juswabeuew 1V ssaib . aoueuwopad
. - g6 sobejs Juawaaosdw seibold 1’9 0 UOISUS)Xa
Joj ueid yJom| gouewsopad } .
pesinaiseg,| jond Bunesedo , pue juswaulsy
‘9 JOVLS
SiNdino 8l L ot EL L4 £l i d L 6 8 £ S 5 L4 £ ¢ LINVLIINSNOD NOILdINOS3A
S1N (v00Z udJsew = | YJuoW) HL
WO JOViS IM_“AWE ¢ L 7002 HiNOW AT9ISNOdS3Y SHsvL 13A9VLS

007 12qua3das - yosew
ssaiboid pauuejd A [en}oy

FTINAIHOS ALIAILOV .SLNVLINSNOD ANV NV 1dMdOM

d3N-6¥2ZVv V1




EEEEE————

poday [eul4 :Juswabeueyy paseg aouewiopad Buluayibuais eyzy VL

TVNOILVNYILIN]|
AIVM NYWO3IA

colqgel

pasinbai 6ujuies
[euonIppy e 20a yimindui 3
“AIny parIdwoo I Sjewloj aa16e/ssnosip e
JOUSJYAE o [ . sindul + poddns
‘suoseal s dHAE 9aibe/dojorap e
Aunoas Joj s,|d @aibe pue asijeuy e
pakejop SisIA e “0) SOUISIp isIARY L'}
sjuswaebuee bupun) |
JUB)NSUOD [RUCHBUIAYU| 41d PUB 4O YNMm Sjewo}
£q papnjouo) 196pnq + JYA € mau aaiby 9')
speay Juswpeda
OVOWN Ulim swsiueyoswy
JUB)NSUOY) [EUOHEWIAMY| sainpacold 33
kq papnjpuo) pue Jeuwlo} uejd ¥A £ 9316y 6’|,
| abejs — ¢ [apow Joj sanss|
uonesado pue feuonnysul
ssnosip/aalbe pue
a[npayos uo pajaidwon doysyiom Buipjing Aioede) 1
UOISSNISIP/UCHBULIJUCD
10} S)oU)SIp
a|npayas uo pajs|dwo) pajo9Ios 0} §,|d puas €71
S,|d @ulwisjep pue
ejep Anaponpoudjuononpoud
3npayods uo paje|dwo) MaINRY 'L
Kiejas0ag
OVOW UM jepow SEd
anpayods uo pajejdwo) galbe + suondo jussaid |’}
JVOKW -}
"pawnsse L ‘ 139°8S
01 woy indu; jeuonippy | < A@ Am%m Lpue9 @S ABS | oappg
suoydwnssy (1) few | (v)) udv | c)) yorew | (21)"ded | (b)) uer | (01) 2@ | (6)'AoN | (8) 0 | (1) 3des | jueynsuod syse) uonduasaq
[sjuawwo) 5002 002 9|qisuodsay rebe)s
(500Z AelN -¥00Z 19903100) L PUE 9 ‘gS SITe)S B[ YIOA\ PISIAYY




Hoday jeuld ;Juswabeuep paseg aoueuliopad Buliaybuans 6yzy V.

8¢
, Jond finj Juawajdw
‘ue + SpuNy jO ases|al
« 9002 tsm Ajawp ainsus 0} 40N
+ 40N ‘VOOW ‘OVOW
O} PRINP3LIS MON saibe + SdHAE pajep-dn
jopd-a1d asedaud 0} sjousip ‘aseyd
90/500¢ A4 jond-a1d Buunp paules)
SUOSS3] + M3IABJ UO pased G}’
aseyd ]
Jopd-a1d jo uonejuswajdul
500 6ny pawajeq + ssai60id mainay p| '}
............... L $s300.d poddns +
uoyoe ON ”....%..---H-:-:- ...... ---- lapow Sgd uo uopewojul
dleulassIp 0) Jlgnd-0id €1°1
ddA aseyd
€ J0 Juawdojaaap 10} jopid-aud jo uonejuswajdui
1nq Yoddns Buiobup o e et 1ou3sip Woddns pue yoeon z|L°L
W (v002
7 Ajuo aunr - "uer) Sad aseyd
. [ed) pajwi) AJap Jojid-a1d jo uonejuswaldu
90UBIIOD 0} JOISIT |}'L
uoIsiaig 3’8 N OVOW
UILIIM WES) UOREN[BAD
uonoe oN ks Infainininiuiniel el i (Einiatainiatat pue Buuojuow SNEd
B Ot [ERERSEES R = poddns pue ysiqes3 0}°}
Jopd-aud 186pnq
[ew) Joj ajej painoas ; aInoas pue sjesodosd
jabpnq papwiry O OO Y SO [BuY 8s10pus 0} JOW pue
g YOOW “OVON Selejasdss 6°)
S.dYA € 0} Juauwysnipe
Pa}a|duIod JoN [euy uoisinp Buuueyd
OVOW Yim uogounfuoo uy g}
suodwnssy (S1) Aew | (v1) ndv [g1) yorew | (z1)"aed | (11) uer | (01) 23a | (6) ‘AoN syse uonduasaq
[sjuswiwo) 5002 | a1q1suodsay Asel ebejs

TVNOILVNAEILNI
3vVM NVWO3IA

S WE O OTE O OO BN TN S TE N A =




b

paje|dwod JoN

pajajdwod JoN

pajadwod JON

L

-

paja|dwod JoN

Jousip jopd
Joj pajojdwod Aped

Ajuo sjomsiq Jopd Jo4

£0/9002 A4

§00¢ Joquiadag

002 120-1das

suondwnssy
L rsjusunwog

(1) Ael

(¥1) judy

‘L) YR

(z1) 'qa4

(11) ‘uep

(01) -08@

(6) ‘AON

Hoday (e ;Juawabeueyy paseq souewiopad Buluaybuans 6y Vi

ueid ,6uizis-ybu, jo
Malraluonesedsid ajepoe /¢

Jels $s39xa Auapl
0} SIN3 Jo 8sn ajeyijie 9'¢

(99e(d Ul ApeRue sindu

JOUOp SAISUSJX3 JO MIIA

ut) SNed Jopid Butonposjui
Ul anjeA aulwIRleQ '€

JEIS ND swi-iny
J0 awjuiodde ajeyioe4 ¢

weJbouebio

pasiAal MaIARI faInjonss

leuoyesiuebio pue
suopouny Bumyul ui yoeong's

sajeolpul
1HVYWS asedaid/suoiouny
uayibualls + MaInay Z'¢

ue|d ssauisng
ajo|dwod o} soue)sisse
(Juapiwiapu) BuiobuQ | ¢

SION-¢

painoas /paroidde
s| Buipuny uaym Ajuo
NG ‘9/500Z Ad juawsaidwi ¢}z

40N +

VOOW "HOW S8LejaI0ds
yim siesodoud [euly 9a1by €1°Z

wisiueyoaw
Buipuny asieul4 212

SIENPIAPUL + S,|d

0} paxull S,dyA € dojaAsp
‘JoulsIp Yim uonounfuod uj 11°g

(9) 190 | (2)1deg | jueynsuo)

§002

002

| siqisuodsay

syse]

uoyduasaq
rbeys

TYNOILVNAILNI
M NVWNO3A]




W Hoday Jeul4 Juswabeuely paseg aouewiopad Buuayibuans eyey V.1

HOW pue DVO J0j swrerSoid yJom pajlelap s uonounfuod ul peai 9q 0] ;930N

ssaifoid [enjoy |

SsaliAjoe pauue|d

(panoidde Jop :810N) (syiuow G Jano skep | [e10}) yuowyskep ¢ oddns paseq-soyo pasodold 2/ 77

(pancidde joN :aj0N) (piay) sypuow uosiad 67| = Induj Jue)insuoa jeuoijeusajut jeuonippe pasodoid
(S00Z i ssai6o1d mojs o} anp G0z 1snBny nun pawajep payisiA feurd :ajoN) Jndul Jueynsuoa jeuonewsiul paesuod |G

peroidde joN _ Moddng paseg 800 L'y

00z 1snbny doysiom leul4 9y

G00g Jsnbny _ uoday [euld Gy

600 ¥snbny Hoday eutd yeid v'y
- Joday ssaiboid €'y

Vodey uwuaL-pIN Ty

doysyiom
Buiping Anoeded puodag |y

spodoy
Buiping Ajoeded V1 v

ueld ,Buizis-jybry,
uo paseq ue|d Juawaroidu
............... Kouataye ue jo uolesedaid
Pagdwooion [ | T Ul 4oR0D) BjENIORS §'€

suopdwnssy (S1) Ae [ (v1) 1udy | ‘er) yosew | (z1) ‘924 | (1)) ‘uer | (01) 29a [ () 'AoN | (8)390 | (1) 1das [ juepnsuo) uoyduasaq
/Sjuswuwo) sysej
G002 1002 Jjqisuodsay jobeis




YEOMAN WARD
INTERNATIONAL
Appendix-2

Activities Required for Implementing a Performance
Improvement and Incentive Scheme

The Introduction of a Performance Incentive Fund to targeted
Ministries of HMGN (October 2004)

1. Background

The introduction of a Performance Incentive Fund is the fourth stage of a four-year
reform programme, assisted by ADB, to support implementation of HMGN's
Govemnance Reform Programme.

The three other phases were:

e Strengthening leadership at Cabinet and Secretarial level including the
strengthening GRCU, EU and Change Management Units in three line Ministries -
MOAC, MOH, MOES.

e Freeing up of financial resources, including undertaking a functional analysis,
identifying core and non core functions, and reducing non core activities,
reduction in Establishment posts and staff through contracting out to the private
sector and through decentralisation, improved records management and revised
pay policies.

e Development of leadership and management qualities of senior staff, recruit
talented staff, enhance pay levels and reduce gender imbalance.

This fourth phase comprises:

e Injecting into pilot Ministries a robust but simple performance improvement
process to assist them to provide better services, with an emphasis on
continuous improvement rather than the achievement of arbitrary performance
targets. Performance Incentive Funds will be established to reward Ministries
that successfully improve performance, based on agreed criteria.

Each of the first three phases must be completed or nearly completed before a
Performance Based Management Scheme can be introduced effectively.

Similarly a Performance Incentive Fund (PIF) can only be introduced once the
desired performance is clear and measurable.

2. Whatis a Performance Base Management Scheme (PBMS)?

Performance Based management is the outcome of a series of ‘rightsizing’ activities
to ensure that the organisation is best placed to fulfil agreed functions and to
achieve agreed delivery targets. It ensures all efforts of the organisational at all
levels are directed efficiently toward outputs. To do so requires the elimination of
activities which do not contribute and the elimination of staff who are no longer
necessary.
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Performance Based Management is a continuous and cyclic process which will lead
to gradual but significant improvement in the organisation toward achieving ‘the best
outputs (quality and quantity) for the least effort, in the most efficient manner.

Whilst performance improvements, including performance incentives can be
implemented in isolated ‘pockets’ within a Ministry, this will not resuit in the
widespread reforms proposed under the GRP.

What is a Performance Incentive Fund?

A Performance Incentive Fund is a fund developed to both motivate and reward
performance. It can operate at the level of the whole ministry, individual departments
and divisions, individuals — or all three levels. It must be clearly linked to
performance targets and once introduced it must be sustainable. If lack of funds in
years subsequent to its introduction result in its discontinuation, it is likely that
performance will quickly drop off- often to levels below that prior to introduction of
the fund.

It is NOT a substitute for ensuring that wage and salary levels are appropriate to job
requirements. This must occur to ensure baseline performance requirements are
met before an Incentive Fund is introduced.

International ‘Lessons Learned’ makes it quite clear that a Performance
Improvement Fund will fail unless certain preconditions are first met. It is likely to
act as a ‘disincentive fund’ and further reduce performance and morale, if
established hastily, without first ‘cleaning up’ the organisation.

Pre-conditions for the Establishment of a Successful Performance
Incentive Fund

A Performance Incentive fund can only function effectively once the groundwork for
a performance based management system is completed. The following activities
must be undertaken (If they are only completed to superficial degrees they will not
support an effective PBMS):

¢ Mandate and service delivery functions are clear;

e Measurable service delivery performance indicators have been set for the
overall Ministry, and linked to performance Indicators at all levels;

e A practical functional analysis is undertaken, based on service delivery
requirements not based on existing functions!

e A new organisation structure has been approved, based on functions — not
people;
e Non core functions are identified, stopped or contracted out;

e The size of the organisation has been significantly changed to reflect revised
functions and the minimum staff needed to carry out each function;

e Unit, divisional, and individual Job Descriptions including measurable
performance indicators have been developed, based on requirements, not on
what people are used to doing each day;

e A job reclassification is undertaken, based on positions not people;

TA 4249 Strengthening Performance Based Management: Final Report 43




YEOMAN WARD
INTERNATIONAL

o Staff are appointed to new positions according to skill requirements rather than
seniority only, and excess staff at all levels are identified;

¢ Plans for shedding excess staff are developed and implemented;

e A minimum of a three year rolling budget process is in place (One year is too
small a period for changes in performance to be visible and sustainable);

e An output based budget system is introduced in MOF

e Timely release of Budget according to outputs, occurs; where budget
requirements carnnot be met, negotiation between the Ministry and MOF for
reduced performance outputs, consistent with budget. There must be a clear
match between budget and outputs;

e The establishment of effective monitoring and evaluation functions to monitor
internal performance at all levels, particularly verification of baseline data and
progress against targets;

e The establishment of information systems to manage personnel records,
baseline and performance data;

o The regular involvement of customers in providing feedback on the
appropriateness and effectiveness of service delivery.

Several other key activities must also be established:

e A workable Voluntary Retirement Scheme

e A formula and fund for calculating redundancy payments

e Changes to the Civil Service and other relevant acts to allow redundancies and
also to allow incentives to be administered.

e Mechanisms to eliminate the premature transfer of staff before the minimum 2-
year period except in extreme cases.

e Establishment of a robust procurement process to supervise contracted out
activities.

Attachment 1 shows the linkages between the above activities. The implementation
of the model described in Attachment 1 is necessary for the introduction of effective
performance based management and an associated Performance Improvement
Fund.

Unless the above processes and activites are completed thoroughly and
practically any Performance Incentive Fund will be more harmful to performance
improvement than helpful and will only cement existing practises.

Consequences of introducing a Performance Incentive scheme in
the absence of establishing a sound basis for Performance
Based Management

Lessons learned elsewhere through introducing a PIF in the absence of the
necessary preconditions are costly:

¢ Inability to shed excess staff or functions due to lack of legal or political
frameworks;
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e Unclear or un-measurable performance Indicators resulting in difficulty in
determining whether they have been met;

o Bloated organisation structures so that responsibilities for outputs are blurred;
e Measuring the ‘wrong things'- you get what you measure!

e Lack of transparency such that the ‘wrong’ people are rewarded;

¢ Increased capacity for corruption;

e Budget less than required to meet performance indicators;

¢ Budget notreleased on time;

e Poor monitoring or lack of establishment of accurate baselines and, therefore,
increased capacity to manipulate data;

¢ No money for VERs or other social safety nets, or lack of sustainability of such
schemes, once introduced;

o No capacity to re-classify staff- so re-appointments made on seniority or favour,
not on skill requirements;

e Recognition only given to senior staff, undermining the effort of willing junior
/middle staff.

HMGN has the capacity to learn from the above lessons and to ensure that the
building blocks for establishing a sound Performance Based Management System
and associated Performance Incentive Fund are in place before commencing.

6. Progress toward Establishing the Pre-conditions for a PBMS and
PIF

The Table below indicates very broadly, progress made to date. Whilst many of the
activities have been achieved in part, in many case they have been undertaken in
isolation or not to the meticulous degree required for introduction of a PBMS. Many
of the preconditions will now have to be re-visited at more detailed levels and in an
integrated manner to ensure that the above pre-conditions can be met.

Table 1
Preconditions for Establishing a PMBS and PIF:
Progress as of October 2004
. S[ul8]5
Preconditions G (o] A E o
F H
A C S
« Mandate and service delivery functions are clear y ip y ip y
e Measurable service delivery performance indicators have been n n ip ip ip
set for the overall Ministry
e A practical, current, functional analysis is undertaken, based on n n ip ip ip
service delivery requirements
e A new organisation structure has been approved, based on y n n y y
functions
¢ Non core functions or functions are identified, stopped or n n n n n
contracted out
o The size of the organisation has been significantly changed to n n n n n
reflect functions and minimum staff needed to carry out each
function.
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o Unit and divisional Job descriptions including measurable n n n n n
performance indicators have been developed, based on
requirements, not on what people are used to doing each day

* A job reclassification based on positions not people has been n n n n n
undertaken and implemented
» Staff are appointed to new positions according to skill n n n n n

requirements rather than seniority only, and excess staff at all
levels have been identified

« Plans for shedding excess staff are developed and implemented

+ A minimum of a three year rolling budget process is in place.

e An output based budget system is introduced in MOF

3|13 3|3

« Timely release of Budget according to outputs (or negotiation
between the Ministry and MoF for reduced performance outputs if
the budget is required)

¢ The establishment of effective monitoring and evaluation functions n ip n ip ip
to monitor internal performance at all levels, particularly
verification of baseline data

e The establishment of information systems to manage personnel ip n n ip ip
records, baseline and performance data

+ A workable, sustainable Voluntary Retirement Scheme n n

o A formula and fund for calculating redundancy payments ip ip

¢ Changes to the Civil Service and other relevant acts to allow ip

redundancies and also to allow incentives to be administered.

¢ Mechanisms to eliminate the premature transfer of staff before the ip
minimum 2 year period except in extreme cases.

o Establishment of a robust procurement process to supervise n n n n n
contracted out activities.

It is clear that whilst considerable work has occurred, most preconditions are not
established to-a stage that would support a PBMS. Even where preconditions have
been met with regard to some individual activities this is not yet consistent throughout
the organisation. In many cases supporting functions external to the Ministry are not yet
established, limiting capacity to implement a PBMS even if the Ministry were ready.

Role review

A review of the organisation prior to the establishment of a PBMS enables questions
to be asked regarding whether certain functions should be amalgamated or stopped
altogether as well as whether the organisation as a whole should be eliminated and
essential functions transferred elsewhere. It is important that this level of functional
review takes place before a PBMS and PIF are introduced. It is much harder to do
this later and requires additional re-work.

One such candidate within the target Ministries is: the Regional Directorates. In
many Ministries, the role of Regional Directorates is no longer essential, given the
strengthening of the District Offices and the devolution of responsibilities to the districts.

In some cases (such as Education) there may be a strong case, however, for
continuing this monitoring role via R.Ds. In others it may now simply be an
additional level of expensive management where cost savings could be effected.

All such options for eliminating now redundant roles should be explored and action
taken as part of the refinement of the organisation, necessary before the
introduction of PBMS. This will also release funds for allocation to a PIF.
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Attachment 1: Pre-conditions for Establishing an Effective
Performance Based management System and
Performance Incentive Scheme

MINISTRY Budget request against MOF
—> —{  DepuDistrict 3YRP

1. Define Mandate and o Approval of
National Service Delivery
Targets linked to NDP, Release of budget to budget .
Prepare/approve 3YRP and <] match 3YRP ¢ Introduction of
budget. Output based

j budgeting

2. Link functions to mandate Identify non-core ¢ IntroduS:tlon of

and service targets P functions and agree 3Y rolling
strategy for removal budget based on
—V 10YP.

3. Link organisation structure -
to functions, identifying ﬂ Remove non-essential,
service delivery chains duplicate levels/posts
throughout Ministry —
including RO & DO

v Remove excess staff — o Calculate savings

4. Eliminate and or VERS, Attrition, Ghost -—r and formula for
amalgamate layers of T workers, redundancy; Ministries to
management where possible Enforce non-transfer of retain

staff '
v

5. Review personnel needs in
relation to organisational
structure.

6. Develop performance . .
indicators based on National Introduce a PIF based on . Flnar.1c1a.l
Service Delivery targets at )‘ Pls Monitoring
all Organisation levels. Mechanisms
Introduce Service Contracts established

at Senior Levels

—v

7. Review performance
against indicators at all levels

o Audit fund and

—+— Establish Performance
and Budget Monitoring ensure
T__‘ Procedures 4—|— sustainability

v

8. Review service delivery
targets and update
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Attachment 2: Process for Establishing a Performance Improvement
Fund as a Pre-cursor to a Ministry-Wide Performance
Based Management System (Using FY 2062/3 and
2063/4 MOAC as an example)

MOAC MOF
Budget request against
o Overall approval of 3YRP DTt SYRP —» + Approval of Budget .
and link to NDP Targets request
« Budget Control » Timely release of funds
 Monitoring and Evaluation « Introduction of output
| ¢—Release of Budget to based budgeting
match 3YRP
5 3 T >
Reporting &  Release of Budget DDC

approval of against targets
3YRP ‘—J o Collation of Farmers
T l Evaluation
7 o Analysis and reporting to
DOA / DOLS DDADD/DLSO/MOAC

» Technical approval of L.
3YRP Monitoring and
b E— .
o Technical support to Evaluation
District to achieve inputs

ReportinI& l

Submission of Releas-e olf Budget &
3YRP Technical Support FARMERS
T l Moni rlr.lg & ¢ Quarterly Report Cards against
Evajpation DADO/DLSO PI's submitted
DADO / DLSO |¢ % | tDDC
Start . o Improved productivity in
« Agree Production / ~ T_r_a_lmf__lg_tfl_ ________ selected commodities
Productivity targets ?ICChmcal Support
< o Prepare 3YRP with defined E
support and inputs to I
achieve productivity targets | L____ Performance Im_provemgnt Fund
o Implement 3YRP e  Agree DADO/DLSO input requirements to meet
o Review targets with MOAC in consultation with farmers
production/productivity ¢ Identify inputs which can be met through PIF
against Plans e Agree with DOA/DOLS/MOAC -
e  PIF funding approved by MOF/MOAC
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Key Issues arising in the Establishment of
a Pilot Performance Based Management System

Progress to Date

After considerable deliberation between the TA team and the MOAC, over options for the
introduction of an initial performance based management scheme the MOAC have
confirmed their preferred approach. This has now been agreed by MOGA and plans to
further detail the preferred options and implement the schemes are underway in two pilot
districts. These are Kavre and Bara. It is also proposed to introduce the scheme in
Solukhumbu once "lessons learned" from the first two districts have begun to emerge. This
will provide representative pilot studies in the Hill Districts, the Mountain Districts and the
Terai. The capacity building inputs of the TA Team, initial field work visits and analyses of
National and District based data have already led to identification of some important
issues which have now been, or must be, addressed in work plan design. Key issues are
noted below.

Key Issues

1. Inputs versus Outputs

Performance improvement schemes are generally best directed toward outputs and
outcomes rather than inputs. The inputs required to achieve the defined outputs are
then most effectively left to the design of those groups responsible for the outputs.
This model of Performance Based Management works well when those responsible
for inputs can define a direct link between inputs, outputs and outcome.

Agriculture is one of the most complex sectors within which to establish such
linkages. The intervening variables outside the control of the Ministry are greater
than those within its control. Any performance based management system within the
Ministry of Agriculture and Cooperatives must, therefore, require a combination of
an input and output based model. Inputs will not have a linear relationship with
outputs, particularly in the short-term. For example, whilst we can measure the
number of Agriculture Extension courses which have been conducted for Farmers,
we carnnot demonstrate directly that the training has resulted in an improvement in
productivity, or productivity (measured as yield per hectare, in Agriculture). This is
very different to the health sector, for example, where it is possible to link the
number of vaccinations with a reduction in the disease, especially over time and with
reliable monitoring.

However, even in Agriculture and Livestock, over a period of time outputs should
demonstrate an upward trend if inputs are being successfully and consistently
applied so long as it is recognised that there are many variables beyond the control
of either Farmers or especially District Officers.
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The first step in establishing performance based management is to establish a baseline
for performance. This must be based upon what has been achieved in the past. In
the case of MOAC a 5 year period is being used. This enables us to determine
what the minimum outputs should be, in the future and to determine minimum inputs
(training, vaccinations, crop advice etc.) necessary to meet them.

Then performance standards beyond the minimum necessary can be set.

This approach has now been accepted by MOAC and MOGA. The pilot districts of
Kavre and Bara are now in the process of verifying both baseline data regarding
performance achieved over the last 5 years, and performance indicators (Pls) for the
next 5 years, for key agriculture and livestock commodities.

Once Pls have been agreed, based on production, productivity and market values,
input requirements will be identified by the districts and strategies to meet them will
be developed. This activity is also now underway in Bara and Kavre. The input
requirements will then be developed into Three Year Rolling Plans (Issue 2). These
Plans will be used to select activities which may be suitable for assistance under a
Performance Improvement Fund (Issue 5).

Three Year Rolling Plans (3YRPs)

The current planning and budgeting process does not effectively lend itself to
successful performance management. Ministries (including Regional, Departmental
and District offices) are required to submit annual plans, which are linked at ministry
level with 10 and 20 years plans. However several issues arise with this process:

a. District level plans are not directly linked to National (Periodic) Plans

b. The budget process and release of funds is not output based. In many cases
budget released is significantly below that required to meet outputs as planned,
particularly at District level. The process needs to be either clearly budget
driven or driven by planning requirements. The expectation at present is that
plans will drive the budget process; the perception of most ministries is that the
budget drives the planning process. Performance based management requires
that plans are agreed and budgeted accordingly. If budget can not be met,
plans and outputs should be re-negotiated,;

¢. A one-year planning period based on Fiscal Year is too short to link inputs (and
programmes) with outputs. Plans and funding must match the "gestation period"
of the product and the cycle of inputs required before 'measurable’ improvement
is possible. In Livestock, for example, the period between inseminations of new
blood-lines to assessment of impact on milk production/productivity is up to 5
years.

There is a requirement for a 'rolling plan' and budget cycle. A three-year rolling plan
cycle is recommended. This is short enough to ensure continuity of planning but
long enough to ensure outputs (and outcomes) are not artificially fragmented
through use of a one year (Fiscal Year) planning horizon. The impact of fund
release based on FY results in short term planning overriding longer-term continuous
improvement. This undermines performance based management processes.
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The introduction of 3YRPs requires review of the way in which budgets are prepared
and presented both by the MOAC and then by MOF, to ensure funding is in fact
estimated for the three-year period. The basis for accounting for PIF, and whether
or how this should show as a budget item also must be decided. Discussions are
underway with MOF on these issues

Requirement for Improvement in Data Management System

One major issue before the TA team for implementing PBMS is to establish baseline
performance targets without which PBMS would not be operative. Baseline data was
collected from both the centre and the pilot districts (Bara and Kavre) and
compared.

The data from the district and the centre vary considerably - in some cases by more
than 30 percent. It is not now possible to verify, historically, whether the national
statistics or the district data is the more reliable. This means we have difficulty in
effectively determining baselines.

The PBMS cannot be successfully implemented if the baseline data on which it is
based itself is not reliable and valid.

Data is currently amenable to substantial manipulation. It was found during the field
visits that the targets set and the achievements recorded for area and production
were identical in many cases! The two reasons frequently mentioned by the District
Officers for this were: (i) to date, no one has asked about this and hence they did
not give serious attention to it and (ii) because of fear of having to provide
explanations for the differences.

This example also draws attention to weaknesses in monitoring at all levels.

Another example of data manipulation emerged on enquiring as to why performance
had substantially decreased across many commodities in a given year, within one
pilot district. The team were informed that District data was altered to ensure it
matched the figures of the National Agriculture Sample Census carried out by the
Central Bureau of Statistics every 10 years.

Sound baseline data is essential to performance management. It will take some
time, now, to establish reliable and verifiable data. To do so will require significant
review and improvement in the processes of data collection, management and
validation at all levels.

Need for a Strong Monitoring System

Until the investigations of the TA Team, the magnitude of the discrepancies between
performance data records at District and Central level seems to have been
unknown, or if known, not addressed. If efforts to improve Performance are to be
successful, monitoring systems at all levels need to be improved. Monitoring itself
will improve performance to some degree, without any other intervention - simply by
people taking the time to notice!

This will require:

e Establishment of regular field visits to Districts from the MOAC Monitoring and
Evaluation Unit.
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e Establishment of commodity-specific 'spot check' and sampling, according to
standardised procedures.

e Recording actual production/productivity data, including verification of market
values.

e Establishment of an ‘independent' body for verification of production/
productivity. This may be through use of the CBS at District level, NGOs or via
DDCs.

e Improving record keeping

e Involvement of farmers in reporting on district office inputs-both type of input and
impact of input, via a reporting card system.

Whilst beyond the scope of the current project, there is clearly a need for a thorough
review of all monitoring and Evaluation processes within MOAC. This is far beyond
simply computerisation of data. It requires an institutional review of systems,
processes, staffing levels and skills, staff job descriptions and systems for
performance monitoring of staff and improving staff accountability.

It is also important that the existing ‘culture’ associated with all Monitoring and
Evaluation processes, changes from simply recording performance to facilitating
performance improvement by regular feedback, identification of underlying factors
contributing to performance and ensuring the inclusion of issues identified- and their
resolution- in forward planning processes.

Stage 1 implementation of the pilot PBMS will require the allocation of monitoring
responsibilities for the scheme, and the addressing of key institutional issues which
at present may be impeding effective monitoring.

'Ownership’ of the Performance Based Management System and
Improved Monitoring Process

The level of commitment and support provided by the Joint Secretary/ Coordinator
of the Change Unit and the outgoing Secretary has been extremely high and very
much appreciated by the ADB TA Team. We anticipate this continuing under the
leadership of the incoming Secretary this week and look forward to ensuring that
inputs from TA 4249 meet the expectation of MOAC and that MOAC avalil
themselves of every opportunity for skills transfer.

Requirement for Fulitime Involvement of Change Unit Members

Two “honorary” members of the Change Unit - Mr. Sunil Lohani and Mr. Prashant
Amatya have been working with the TA team for the past 1.5 months. Their input
and understanding of the Agriculture sector in Nepal has been invaluable to the TA
team. Similarly, both counterparts have had the opportunity to address new data
management issues and issues of performance management, and benefit from the
experience of the TA Team.

For the introduction of the Performance Based Management Scheme to be successful,
the continued involvement of both Lohani and Amatya on a near - full time basis until the
end of the TA in May - June 2005 is essential. Their replacement by other officers at this
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stage will delay programme outputs and will not allow MOAC to benefit fully from the
combined efforts of both MOAC Counterpart staff and the TA Team. There is little value
to MOAC in the TA team establishing the PBMS without the full commitment and
involvement of MOAC and the capacity of staff to then replicate the scheme in other
Districts.

The requirement for full time involvement of C.U. officers is also a component of
ADB T2 Conditionalities.

Performance Improvement versus Performance Incentive Fund

This topic is addressed in the paper entitled 'Introduction of a Performance Based
Management System within MOAC (Sept. 2004)' prepared by the TA Team and
MOAC counterparts.

Much needs to be done to ensure a strategy for improvement and a monitoring
system are in place to support performance improvements at pilot district level.
These are fundamental requirements before any Incentive scheme can be
introduced.

A performance Improvement scheme (attached as Stage 1 of the preferred Model
4, also attached) is, therefore, necessary for a period of about 2 years whilst MOAC
simultaneously embarks upon a rigorous functional and organisational review
(attached as Stage 2 of Model 4).

The introduction of a performance /Incentive Scheme requires 'rightsizing' of the
MOAC at all levels and clear definition of outputs and responsibilities as well as
plans and implementation of plans for reduction of staff and budget. Budget savings
can then be allocated to the PIF (see above paper). The capacity to introduce a
Performance Incentive Scheme also requires substantial changes in strategy, policy
and legislation in other Central agencies.

Each of the above is a pre-requisite to an effective performance Incentive Scheme.

Increased Finance versus Improved Strategy

It is not the case that more money will necessarily result in improved outputs. An
effective Performance Based Management Scheme requires attention to strategy.
Pilots schemes in Kavre and Bara require that District Staff define the level of
production/productivity improvement which can be achieved based on what has
been achieved over the last 5 years. Sustaining achievement is the minimum
necessary. Increasing beyond the minimum is required. Districts must, therefore,
identify strategies to improve outputs, not simply request more funds. These may
include for example, changes in crops or crop rotation cycles, changes in marketing
targets or approaches to marketing, looking toward longer term market penetration
(especially export markets) mechanisms to reduce the "copy-cat" approach to
commodities, where for example, the success of a few farmers with a new crop
leads to widespread adoption, often before market research on demand has
occurred and often, then, a reduction in market value due to market saturation.
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The PBMS must encourage improved performance within existing budget limitations
as well as identify where increased budget is fundamental to specific performance
improvements.

PIF: How will It be Implemented?

This topic is still under discussion with MOF and MOAC. Initially, it is proposed to
introduce a Performance Improvement Fund to support key, appropriate input
requirements identified by the Pilot Districts, which are contained in the 3YRPs and
will, over time, result in production/productivity improvements. It is suggested that this
scheme will start during the current Fiscal Year on a small scale, as a Pre-pilot, and
be used to assist to establish the systems and skills necessary for full
implementation of the scheme commencing FY 2005/6. Pilot districts are currently
identifying input requirements, which will be reviewed and combined with set up
requirements, particularly capacity building, establishing of monitoring systems and
an independent monitor of production/ productivity, and coaching the farmers so
they can have greater involvement in production verification as well as provide feed
back on District performance across agreed indicators.

This will identify further input requirements which may be incorporated into the
scheme next FY. During this period Pilot Districts will work with the TA team and
MOAC staff to prepare 3YRPs which will contain performance indicators and input
requirements for the following three years.(2005/6, 2006/7 2007/8).

The performance Improvement Fund is NOT a bonus and can not be used to top up
salaries. It will be directed toward:

O Institutional support

0 Training and access to information

0 Disaster mitigation

O Improving commercial returns

9. Implementation

In accordance with the approved Model 4, implementation is based on a two stage
approach:-

e Stage 1 is directed toward the introduction of a District level Performance
Improvement Scheme (PBMS) and will be implemented at Pilot stage during the
current TA period which runs to May 2005 commencing with a Pre-pilot set up
stage during the remainder of the current FY.

e Stage 2 focuses on ‘Rightsizing’, contracting out and privatisation of commercial
functions, and will result in ‘efficiency gains and some budget savings. These
funds can then be applied to a Performance /ncentive Fund within MOAC. It is
anticipated that Stage 2 will commence in FY 2006/7. This enables the ‘cleanup’
required within Stage 2 to be commenced whilst the Pilot Projects are continuing
under Stage 1. Stage 2 will therefore not be undertaken as part of the current
TA which finishes in May 2005.
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It is not necessary for Pilot schemes and the Performance Improvement Fund to be
eliminated at the end of Stage 1. Its continuation will depend on the result of the
evaluation at the end of Stage 1 and budget availability. It may be that MOAC wish to
apply funds saved through the implementation of the efficiency improvements to
replication of Improvement schemes in other districts rather than to an Incentive
Fund, especially if other related activities, such as job classification and salary
review (which must form part of Stage 2), reduce the requirement for an Incentive
Fund.

A detailed work plan for Stage 1 together with an outline plan for Stage 2 is attached.
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Options for the Introduction of a
Performance Based Management System within MOAC

Prepared by ADB TA 4249 Team
in Conjunction with MOAC Counterparts

Section 1: Introduction

The Governance Reform Program

The 1992 Administrative Reform Commission forms the basis for the Governments
reform initiatives, including the ADB supported Governance Reform Program (GRP).
The GRP (ADB RRP NEP 32238) specifies four phases of reform to be undertaken
within the period 2001-2005 to effect fundamental changes in the civil service and
governance environment. It will introduce approaches for doing business in a whole
new way with the ultimate aim of improved service delivery in three key Ministries
MOAC, MOES and MOH, with MOGA coordinating the reform process and MOF
facilitating the process through financial support and eventually the introduction of
output based budgeting.

These phases are:

Strengthening leadership at Cabinet and Secretarial level including strengthening
the GRCU, EU and Change Management Units in the three line Ministries above.
Freeing up of financial resources, including undertaking a functional analysis,
identifying core and non core functions, and reducing non core activities, reduction
in Establishment posts and staff through contracting out to the private sector and
through decentralisation, improved records management and revised pay policies.
Develop leadership and management qualities of senior staff, recruit talented staff,
enhance pay levels and reduce gender imbalance.

Inject into pilot Ministries a robust but simple performance improvement process to
assist them to provide better services, with an emphasis on continuous improvement
rather than the achievement of arbitrary performance targets.

The Policy Matrix governing the reform initiatives contains two policy components
and several subcomponents which must address the fourth phase above which is
the introduction of a robust but simple performance improvement process. These
must be met as part of ADB Tranche 2 conditions.

1.2 ADB TA 4249
TA 4249 is the third TA in a series of Technical Assistance projects facilitated by
ADB to assist progress under the Governance Reform Programme (GRP), initiated
by the Government of Nepal. The two previous TA's were TA 3117 and TA 3662. The
current TA, TA 4249, Strengthening Performance Based Management, has the
objective of:
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Developing, adopting, communicating and monitoring performance targets in the
selected service and central ministries with the first set of targets in place by the end
of the TA.

The T.A. commenced on March 01, 2004, and provides for 6 months input from the
International Consultant and 15 months from the Local Consultant.

TA Outputs and Key Activities to fulfil requirements for the
introduction of Performance Based Management

The ADB ToR specify the following outputs and activities as necessary to fulfil the
performance based management component of the GRP:

e Establish culture and processes related to Performance Based Management.

¢ Provide customised training and mentoring to ensure leadership and technical
skills are available for development/ implementation of management and
performance plans.

e Provide management/ in-service training in problem analysis and identification
of solutions to improve Ministry performance.

e Develop/ implement performance improvement plans, including performance
indicators.

e Transfer new procedures and capacities to support the three pilot line ministries
(MOAC, MOH, and MOES).

¢ Develop client service standards.

e Establish a review process to identify further performance and service quality
standards.

Activities under points 1, 2 and 3 above are well underway in all target ministries.
Activities 4, 5, and 6 are under development, including the review and establishment
of performance indicators at both Central level and within pilot districts. As identified
in the Policy Matrix, MOAC is the key pilot ministry and the TA team have been
focusing largely on this ministry over the last two months. Field visits have recently
been undertaken in two districts identified for pilot studies: Bara and Kavre.
Problem analysis in conjunction with staff from the districts and sub-districts has
identified issues which will impinge on the introduction of a performance based
management system at district level. Work is underway to determine how problems
in implementation can be resolved and buiit into design options.

Section 2: Outline of Model Options

Section 2 presents three models for the introduction of a Performance Based Management

System into MOAC. Each of the models has benefits and dis-benefits which must be

considered. All models are consistent with the requirements of the GRP. All models

require the development of three year rolling plans (3 YRPs).

TA 4249 Strengthening Performance Based Management: Final Report 63

e -



7 PCYEOMAN WARD
£ INTERNATIONAL

Model 1 provides for a whole of Ministry restructuring to ensure all functions are most
efficiently represented in the organization structure and that staff are selected or retained
to best meet the Functions, Performance Indicators and Performance Management
Systems can only be introduced after these activities have been completed.

Model 2 focuses only on pilot Districts and targets 3 Year Rolling Plan and Productivity
Indicators. It does not require widespread restructuring to commence model 2. However,
this model will not have the impact of models 1 and 3. It does allow for 'rightsizing' and
whole of Ministry efficiency gains under GRP 2 as a secondary step. There will not,
therefore, be a substantial budget to fund a substantial Performance Incentive Fund based
on efficiency gains as proposed by MoF. Under this model a Performance Improvement
(rather than Incentive)® Fund is suggested using the small amount of funding already ear
marked by MoF.

Model 3 encompasses HMG's strategy and commitment to rightsizing. It requires a
rigorous review of all aspects of the Ministry and a reduction in functions to key policy,
planning, research, monitoring, evaluation and technical support. It proposes that the
MOAC should not be involved in any commercial activity and that all potential commercial
activities should be privatised or left the private sector. This model will require about 1-2
years to complete but will result in a lean, efficient structure focused on policy and
regulatory functions.

It should be noted that under all models it is recommended that Regional Offices be
disbanded, since this level of management is no longer required and only serves to add
additional cost and complicate the reporting structure.

Model 1: Traditional 'Top down’, Reform Driven, Performance Based
Management; Performance Incentive Fund (PIF) linked to
Service delivery targets at Unit or Individual level

Characteristics:
o Performance indicators are developed based, on a clear mandate.
e The functions necessary to achieve the mandate are specified.

e The ‘Service Chain’ of functions, processes, activities and staffing is
identified at all levels of the organization.

e Functions are re-allocated to remove duplication and inefficiencies
¢ Performance indicators are developed for functions at all levels.

e Performance incentives are developed for all service delivery functions
based on P.l.s, once the MOAC has been reorganised to best fulfil its
functions.

e Essential non-service based functions are reviewed and agreed (e.g.
planning, monitoring and evaluation).

e All other non - core activities area identified and exit strategies developed
and implemented.

3 See attached notes on P.LF.

|
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Model 1: Ministry-Driven PBMS. Traditional Reform Based Model

NPC
Start Dept./District 3 YRP Budget
—> MOAC MOF
1. Define Mandate and e Approval of
—» National Service Delivery | Release of budget to match 3 budget
Targets < « Introduction of
Prepare/approve budaet output based
j budgeting
e I[mplementation of

2. Link functions to [, |dentify non-core P.I.F. atall levels
mandate and service functions and agree of the service

J' strategy for removal
3. Link organisation
structure to functions, Remove non-
identifying service delivery ™ essential, duplicate
chain from MOAC to SDC

l Remove excess staff,

: establish Voluntary Early

4. Review personnel needs Retirement Scheme
in refation to —address Attrition, Ghost
organisational structure workers etc.

v

5. Facilitate activities 2-4 in DoA/DoLS, DADO/DLSO
including budget linked to performance indicators

;

6. Develop performance indicators based on National
Service Delivery targets at all organisation levels.
Introduce service contracts.

7. Prepare 3 YRP linked to National Targets at all levels.

v

8. Review performance against indicators at all levels

I

9. Revise Targets and refine org./staffing accordingly
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Benefits and Dis-benefits

A Benefits

Thorough model which aligns all aspects of the organization, across all levels

The mandate- the overall 'reason for existence’ -drives the process so all
extraneous activities and positions can be identified.

Combines a key GRP platform (right sizing) with the establishment of mandate-
driven performance indicators.

Ensures the MOAC is ‘cleaned up’ first so that Pls are targeting the ‘right
performance.

Will achieve efficiency gains and budget savings which will be available by the
time of the introduction of P.l.s and the P.I.F

B Dis-benefits

Very lengthy process (1-3 years) which involves significant staff losses, and
requires the establishment of safety nets, VERs as well as some legal review.

Requires that the Ministry has the authority to drive reform at ali other levels.

Works best in a centralized environment or at least where the Ministry retains
some budget control.

Service delivery chains difficult to identify accurately in MOAC and significant
restructuring may be required to enable organization structure to match functions.

Consequently, allocation of incentives in a sector as complex as agriculture and
Cooperatives may be inaccurate, lead to employee dissatisfaction, and potentially
to performance dis- incentives if the above activities are not carried out
satisfactorily.

Can not be implemented within the time frame of this TA although design can be
refined for introduction under GRP2

Model 2: District-Driven Performance Based Management System.
Performance improvement Fund linked to Input Requirements

Characteristics:
e District driven.

o Focuses on district support, training, information dissemination and
commercial marketing services to improve Farmers productivity.

o Utilizes P.LF. to fund agreed input requirements to meet agreed targets
rather than as an incentive fund.

e Links district inputs and services to agreed target improvements in key
commodities.
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e Relatively simple initial model requiring few significant organizational
changes

e Does not preclude wide-spread efficiency improvement and reform in
MOES as a secondary phase, under GRP 2

¢ Inputs to be funded under the Performance Improvement Scheme should
focus on:

Institutional:
o transport
o communication

o data processing

Training/Information services:
o Farmers/DADO/DLSO/DDC

o Access to information to improve technology

Disaster Mitigation:
o Early warning weather systems
o Disease control/mitigation

o Soil/seeds/fertilizer quality control

Commercial returns:

o Improved performance of Cooperatives
o New market identification

o Improved access

o improved returns
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Model 2: District-Driven PBMS; PIF linked to Input Requirements

I NPC

Budaet request against

e Implement 3 YRP
o Review production/Productivity [~~~
against plans

Performance Improvement Fund

MOAC District 3 YRP > MOF

o Qverall approval of 3 YRP + e Approval of Budget |
o Budget control < match 3 YRP - e Timely release of |
o Monitoring and Evaluation funds !
< < I P! o Introduction of output | !
based budgeting |
+ L !
L |
gg HH z
® |
€ [ g
DoA | DoLS
o QOverall approval of 3 YRP + ;
link to NDP Targets i
e Budget control :
e Monitoring and Evaluation E
. |
2z |
il
o |
ADO | DLSO FARMERS !
DAD — M&E M&E |
e Agree production/productivity <« | » Improved productivity |
fargets in selected |
e Prepare 3 YRP with defined commodities :
support + inputs to achieve Training + Technical Support E
productivity targets [T !

e Agree input requirements to meet targets

o |dentify inputs which can be met through
START 7T P.L.F.

o Agree with DoA/DoLS/MOAC
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Benefits and Dis-benefits

A. Benefits

Facilitates clear, easily measurable, SMART indicators based on 3 YRP and
focusing on inputs and activities required to achieve plans

Uses measures of production/productivity of commodities to monitor overall/on
going impact of inputs.

Service delivery personnel at district level are responsible for setting and
achieving-prescribed targets and P.l.s

Enhances district planning, management and decision making capacities.
Requires limited support and inputs from Department and Ministry levels.

Attracts a relatively ‘clean’, identifiable service delivery chain with easily
identifiable players.

Can be implemented relatively easily at the start of FY2005/6, utilizing existing
P.I.LF. allocation, by focusing on Performance Improvements (within the
boundaries of the fund) rather than on Performance Incentives which require
savings from efficiency improvements.

Initially will require no significant organizational restructuring.

Not dependent or interlinked with other service agencies, such as DDC/MOLD.
Can be linked to widespread restructuring during GRP2.

Will facilitate vearly achievement of ADB T2 Conditionalities.

Can include 'right sizing' and Ministry-wide efficiency gains as a second stage?

B. Dis-benefits

Does not address the broader issue of improving performance management
throughout the entire Ministry in the initial stage.

Will not generate the essential ‘efficiency gains’ ultimately required to support the
model in the longer term (which can only come from restructuring).

Will require stringent monitoring and evaluation to mitigate abuse of the P.L.F, to
ensure that all inputs are correctly utilized and are properly linked to achieve
productivity improvements.

Will reduce the pressure to achieve real reforms.
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Model 3: ‘Right-size’ against Key Policy Planning, Monitoring,
Regulatory and Technical Support Functions;

Privatize//halt all commercial or potentially commercial
functions within MOAC Performance Improvement Fund to
be directed at farmers not MOAC

Characteristics:

Requires functional reviews at all levels.

Requires right- sizing and refocusing of MOAC around key functions:-
MOAC: Policy, planning, regulatory, monitoring and evaluation;
DOA/ DOLS: technical support

RAO/RLSO: Transfer any key functions to other levels and close
DADOQ/DLSO: service delivery support functions

Requires identification of outstanding functions which may not need to be
undertaken by MOAC (e.g. NARC) and determination of a more
appropriate/ commercially based model for achieving functions.

Privatize or halt all commercial activities since Government does not need
to compete with the private sector.

Establish /review Industry Standards and establish regulatory
mechanisms, including tariff policies if necessary.

Use efficiency gains to (i) introduce a Performance Incentive scheme for
remaining staff; (ii) introduce a Performance improvement Scheme for
farmers. This may include training, information dissemination, and
assistance with market access, disaster mitigation assistance, for example
(as listed under Model 2, above).
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Option 3. Right size against Key Monitoring, Regulatory Technical

Support Functions; Privatise/halt all Commercial Activities

NPC

MOAC

e Functional review to
identify policy planning
research, monitoring,

MOF

o Exit of non core
activities

— > o Privatisation of

e Ensure funds
released from right
sizing can be used

evaluation and functions Commercial T to improve
and remove all other Activities which can i remuneration for
functions be undertaken ? remaining
o Adjust staffing/budget i employees via
accordingly. i P.S.C returns
 Develop P.Is for above E
]
, 2 i
DoA DoLS E
|
o Functional review to i
identify technical support :
monitoring requirements; !
rationalise planning, i
monitoring & evaluation » As above !
functions to avoid duplication T
with MOAC !
e  Adjust staffing, budget !
accordingly E
o Develop P.Is for above !
functions |
— !
]
]
[]
[}
l i
« |
RAO RLO DOA DOLS E
1
e Functional analysis to o Functional Analysis to S
identify any activities which identify service delivery
are not covered at other support functions.
levels. Reallocate such o Adjust staffing/budget
activities and (where (upward) accordingly. | ______ As above
possible) staff. o Develop P.Is for above
e Close function
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Benefits and Dis-benefits
A Benefits

Focuses on efficiency gains from the outset.
Reduces the MOAC to essential functions.
Reduces unnecessary layers of management.

Frees Government/MOAC from the conflict between the roles of policy,
monitoring, evaluation, technical and service delivery support and responsibility for
productivity/ production, over which it has no direct control.

Provides those directly responsible for productivity and production with assistance
without undermining their responsibility.

Recognizes that farmers already have their Pl scheme: best returns for least effort
at a quality and volume which is market driven.

Is consistent with the intent of the GRP.

B. Dis-benefits

Unpopular and politically/socially difficult to implement in current environment.

Requires lengthy time frame although not as long as model 1.

Section 3: Fundamental Requirements and Assumptions

Each of the above models is based on an underlying set of assumptions and
requirements: Key preconditions for the success of any of the models are listed below:

Introduction of 3YRPs which target input and performance requirements.
A rigorous monitoring system.

An enforceable anti-corruption mechanism.

All players must be within the direct control of MOAC.

Effective data management systems.

All base performance data is independently verified.

MofF to introduce output based budget and ensure funds are released timeously to
meet approved 3YRP activities.

MOAC to ensure that funds are transferred intact, on schedule as per 3YRP
requirements.

Appropriate delegation of authority commensurate with responsibilities is
introduced to expedite decision making.
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Section 4: Summary of Options

Each of models, if implemented as proposed, will result in improved performance
management within MOAC.

Models 1 and 3 are consistent with the overall objective of the GRP reform program to
‘right-size and improve efficiency and will result in significant lasting, efficiency gains
and performance improvements across the whole of the Ministry.

Both models 1and 3 require extended time frames to implement, typically 1-3 years
(model1), and 1 year (model2).

Model 2 can be implemented rapidly with minimal orgarnisational changes and will
meet ADB T2 conditions within the required time frame.

Model 2 can make immediate use of the existing P.I.F fund; others models will require
a different financing structure.

Model 2 will result in only limited performance improvement, primarily at district level.

The introduction of Model 2 may reduce the incentive for wide- ranging reform within
MOAC.

The table below provides a comparison of the options denoted above:

TA 4249 Strengthening Performance Based Management: Final Report 73



v.

Hoday jeur Juswabeueyy paseq saueuuopad buusyibuans 64z V1

‘Juaswajdwi 0} Juswuianob
papiwwod ‘Buosis sasinbay
V1 SIy} jo swel-swi sy}

| |[9pow se Buo| se jou

ybnoyje ‘aweyawiy AYibus| sasinbay
“JUSWUOIIAUS

Juaund ul Juawajdwi o} }noyyIp

‘dHO 3y} JO Jusul 8y} YUM JuS)SISuo? s|
"|0Jjuo9 Jo3.Ip OU

sey JI yaiym Jano ‘Ajajonpoudsuononpoud
pue 9je 3 B W ‘Aoljod usamiaq

$9]0J JO JOI)JU0D WOl DYOW S98.14
Juswabeuew

Jo s19/e| Aiessaoauun saonpay
SUOIJOUNy |BIIUSSS3 0} DYOW Saonpay
"Josino

suonoun4
yoddng [eoaiuyoa | pue
Aojejnbay ‘Butiojiuop
£ay} 1suiebe ,azis Jybry,

"puny 41d Buisn '90/5002
Ad Jo yels auy) je Ajises
Aj@anejas pasjuswaidwi aq uen

‘Asaipy amua ayy Jnoybnouyy
Juawasbeuew asueuwlopad Guirosdwi
JO anss| Japeoiq 8y} ssalppe jJou sao(

‘sJojedipul 1HVYINS
‘g|qeinsesw Ajisea ‘Jea|d sajey|ioe

‘Bunnjonysal peaidsapim alinbal jou saoQ

uiypm pajuswajdwi aq jouue) AjleioosyAjjeanijod pue Jejndodun ay} woyy suieb Aousiolys,, Uo SasNJ0 € |oPON

(@10W/0Qq "e'1) setouabe aoines
'2d¥y9 Buunp Guunjonusal Jayjo yjim paxuiiajul Jo yJudspuadap JoN
pealdsapim 0} pa)ul| @q ue) 1'd "sjeAd| Alsiuly pue Juawpedaq
‘Inq ‘swuojal |eal analyoe ay} Jo asnge ajebijiw 0} uoilenjeas wouy sindui pue poddns pajwi salinbay
0} ainssaid ay) asnpal |IM pue 6uuoyuow juabuuls alinbal I ‘Ayoedes Buiuueld Jousip saoueyusy
"$8l}I[euoipuo) ‘wg) Jabuo| ayy ul jspow ay} Hoddns '$,|d pue s)obue) paquosaid
Z1 9avV jo Juswanaaiyoe 0} paJinbau Ajewnn ,suieb Aouaioiys, Buinaiyoe pue Buas Joj ajqisuodsal ase

Alzea ajejijioe} I |enuassa ay) ajesauab jou jIM [9A8] JOUISIpP e |[auuosiad AlaAlap adIAIeg Juswabeueyy

paseg aouewlopad
usalg-ulsig
C ISPON

V1 siy} Jo swelswi
ay} ul pajuawajdwi aq jouue)

‘padinbai

aq Aew Buunjonsisal Juedyubls
"smalnal |efia) pue SHIA

‘,Siau fjajes,, Jo Juawysiige}sa salinbay
"S9SSO| Yejs Jueoyiubis SaAJoAU|

‘(s1eah ¢-1) ssaooud Ayjbua| Auap

"41d 3y Joj 8|qeyieAe aq |im ydiym sBuines
196pnq pue suieb Aouaioyje aAsIyoe |IA
sJojeaipul

aouewlopad usaup-ajepuew ypm (buizis
6u) wiopeld 44O Asy e sauiquio)
USALp Sjepueiy

‘uonesiuebio ayy jo

sjoadse ||e subie yaiym [apow ybnosoy|

juswabeuepy

paseg aouewliopad

USAl(Q wiojay

‘umop do] ‘|euonipel|
| I9PON

sjuswwon

s}jeuaq-siq

sjjauog

Ppopjuondg |

TYNOILYNAILINI 7
GIVM NVWNOIA;

suondoQ jo Arewwng uosuedwon

= =~"EkEEEEEEEEEEEEEERE)



IR R iR R ENEERERERE ____

l

EYEOMAN WARD
INTERNATIONAL

Appendix-3
GUIDELINES for the Introduction of Three Year Rolling Plans

1. Three Year Rolling Plan Guidelines

A typical 3YRP format is given at the end of these guidelines for ease of reference. This is
largely as presented at the first workshop in Godivari and in subsequent internal workshops
in MOAC.

This format has been agreed in principle with EU, MOF as the basis for release of PIF funds
although it may need to be reviewed further as more experience is gained in its implementation.

It should be stressed that the 3YRP is the foundation on which PBMS is built. It is not simply
a document that has to be produced once a year to secure release of funds and is then
forgotten. It is an active management tool that forms the basis for assessing Unit or individual
performance against planned performance under the 3YRP.

If it is to be practical it is essential that the 3YRP be kept as clear and straightforward as possible
such that it can be easily understood and followed by all involved parties at all levels. A complex
academic document that cannot be easily interpreted is of no value in a PBMS.

To prepare the 3YRP:
¢ Use the format given at the end of these guidelines

o List all projects being undertaken in the district, irrespective of the source of funds
o List the activities associated with each project

o List the PIF support inputs under each project which will contribute to improved
performance of that project and clearly link these inputs to specific activities

¢ Show time lines against each activity clearly showing when the activity will start and
finish; if the activity repeats at intervals show this over the 3 year period

o Show the estimated cost of the project and source of funds
e Show the estimated cost of the PIF inputs
¢ Show the individual or unit responsible for each project

e Show the agreed PI’s for the district

To use the 3YRP:
o Every quarter show actual progress against each project and activity timeline

¢ Use the appropriate columns to record progress status i.e. “on target:”,”1 month delay”,
etc and reasons for delays where appropriate

e MA&E division should review progress in the district with all involved staff, reasons for
delays should be discussed and if possible solutions found to improve slow progress.
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This might involve redeploying staff or reallocating PIF support inputs to better support a

particular project etc.

e At the end of each year PI's should be calculated and actual figures compared with the
target indicators. The indicators will measure the impact of the districts overall
programme and its contribution to achieving National Planning targets.

e At the end of each year the overall progress of each programme should be reviewed and
the impact of the PIF support inputs assessed.

o After review the 3YRP for the next three years should then be developed; activities not
completed in the previous year should be carried forward into the current plan.

e PIF support inputs should be critically reviewed and if appropriate new requests submitted.

Performance Assessment

The performance of a district can be assessed at three levels:

1. by comparing actual progress against planned progress shown on the 3YRP

2. by determining the improvements realised from the selected PIF support inputs

3. by comparing the actual PI's against targeted PI's

Monitoring And Evaluation

Professional interactive monitoring and evaluation of progress against the 3YRP is absolutely
critical to the success of the PBMS. It must be carried out quarterly in the district with all
involved players.

It must not be a “rubber stamp” exercise as is often the case at present, but a genuine review
of actual against planned progress. The M&E team must work closely with the field staff and
where delays are occurring work together to find solutions to the problems-in so far as they
are within the control of MOAC.

Feedback on successes is as important as highlighting problems and it is essential that
accurate information is available to management to plan and manage forward processes.

Multiple sources should be involved in the monitoring and review process: MoF; the CU; the
Secretary and end users. In MOAC, for example, plans and formats are in preparation to
include farmers in the evaluation process.

Performance iImprovement Fund (PIF)

MOF has made plain that any incentive Fund must be supported from genuine efficiency
savings within the Ministry. This cannot be achieved until effective “rightsizing” is completed.

However what has been agreed is that a Performance Improvement Fund can be made
available initially to provide inputs which can be clearly shown to contribute towards improved
performance.
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To access these funds it has been agreed that districts should prepare 3 YRP’s as described
above. These must clearly demonstrate the linkage between the requested inputs and

activities and expected outputs/improvements. A simple isolated list of inputs spread over
three years is not acceptable.

Once districts are able to demonstrate that the requested PIF support inputs are indeed
resulting in improved performance, it is envisaged that the scheme can be progressively
upgraded to an incentive scheme with benefits available for improved performance. This of
course requires that the Ministry also conducts a comprehensive “rightsizing” programme to
realise the efficiency gains to support the incentive programme.

i
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