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Quality at Entry Report for  

Incentivising Public Financial Management Reform in Samoa
	A:  AidWorks details    completed by Activity Manager

	Initiative Name:
	Public Financial Management Reform in Samoa (currently Performance Linked Aid)

	Initiative No:
	INK028
	Total Amount:
	$10,100,000

	Start Date:
	30 November 2011
	End Date:
	30 June 2013


	B:  Appraisal Peer Review meeting details    completed by Activity Manager

	Meeting date:
	28 October 2011

	Chair:
	John Davidson, Minister Counsellor, Suva

	Peer reviewers providing formal comment & ratings:
	· Luana Marriott, A/g Director, AusAID Economics Section

· Robert Harden, Pacific Economic Adviser

	Independent Appraiser:
	· John Fallon, PFM consultant

	Other peer review participants:
	· Bill Costello, ADG Pacific and Budget Manager Mentor

· Tony Higgins, PFM consultant

· Rob Christie, Director, Pacific Economic Analysis

· Nic Notarpietro, Director, Polynesia & Micronesia

· Jonathan Gouy, Economics Adviser

· Kathryn Archer, Samoa Desk Officer

· Anthony Stannard, Counsellor, Apia

· Frances Sutherland, Second Secretary, Apia

· Asenati Tuiletufuga, Senior Program Manager, Apia

· Nick Roberts, Budget Support Adviser, Ministry of Finance, Government of Samoa


	C: Safeguards and Commitments (completed by Activity Manager)

	Answer the following questions relevant to potential impacts of the activity.
	

	1. Environment
	Have the environmental marker questions been answered and adequately addressed by the design document in line with legal requirements under the Environmental Protection and Biodiversity Conservation Act?
	Yes

	2. Child Protection
	Does the design meet the requirements of AusAID’s Child Protection Policy?
	N/A


	D:  Initiative/Activity description  completed by Activity Manager (no more than 300 words per cell)  


	3. Description of the Initiative/ Activity 
	What is it?

The program will incentivise implementation of Samoa’s Public Financial Management Reform Plan and economic stability through the provision of both fixed and variable performance linked aid tranches. Fixed tranches will incentivise macroeconomic stability, implementation of PFM reform Plan and preparation of GoS systems for increased use by donors. The variable tranches will incentivise specific aspects of the PFM Reform Plan including: strengthened planning systems, enhanced economic contribution of SOEs, improved PFM systems, and maintenance of overall fiscal discipline. The program will have a total value of $10 million over 2011-12 and 2012-13.



	4. Objectives Summary 
	What are we doing?

This program aims to improve poverty alleviation by increasing the efficiency of Government of Samoa’s (GoS) public financial management (PFM) systems and improving the linkages between policy making and government spending. It also aims to improve economic stability through the reform of SOEs and by providing budget support to Samoa while it manages a return from deficit. Finally this program will also help prepare GoS systems for expanded use by donors by addressing known risk factors in the GoS PFM systems.




	E:  Quality Assessment and Rating (no more than 300 words per cell)
[NOTE: SEE ANNEX 1 FOR CHANGES MADE IN RESPONSE TO QUALITY ASSESSMENT]


	Criteria
	Assessment – summary of issues and actions identified by reviewers 
	Rating 
(1-6) *
	Required Action 
 (if needed) ‡

	1.  Relevance
	Rob Harden
Confirmation from GoS that the AUD5 million has been incorporated as a receipt in the 2011-12 Budget (with the relevant budget references identified). 
If the AUD5 million has not been incorporated in the 2011-12 budget, advice from the GoS on how the money will be expended/applied, and how this will assist its fiscal consolidation program.   
Confirmation by WiPS that the new Program remains eligible for the coverage provided by the earlier assessment under Guidance Note 126.  
Luana Marriott

Further context is required for outcomes of the PFM reform Plan Phase one and learnings from the previous version of the multi donor policy matrix 
The document also refers to ‘known risk factors in the GoS PFM systems’ – what are these? Where are they outlined?

	5
	Please see Attachment 1

	2.  Effectiveness


	Rob Harden
Agreement to include additional targets in relation to procurement and SOE reform. Inclusion in the Program of the method/means for verifying the objective of ongoing macroeconomic and fiscal stability. 
Luana Marriott

The document should provide more clarity around the requirements for the 60% tranche.

There should be a discussion of linkages between the 31 objectives (which are being used to apportion the 40% but the document notes underpin the achievement of the 60% outcomes).

I think one of the risks that needs to be managed is around lack of understanding of the requirements for payment
John Fallon

There is inadequate justification provided for targets for the funding arrangements for the variable tranche. As the fixed component of the funding has virtually minimal power in terms of the likely impact on incentives to reform and the variable component is largely input-orientated there is considered to be a significant risk that the overall funding arrangements will have minimal impact on the incentives to reform and the variable component is largely input-orientated there is considered to be a significant risk that the overall funding arrangements will have minimal impact on reform incentives relative to a baseline where incentive payments were not made. 

	5
	Please see Attachment 1

	3.  Efficiency 


	Rob Harden
Addressed the issues identified in relation to Relevance and Effectiveness, and provide greater justification of the AUD 100,000 for expertise and review. 

Luana Marriott

Does Post have any further sense as to whether of donors will sign up to the policy matrix and PFM reform Phase II Plan?
John Fallon

The main concern relates to the specification of the targets in the variable financing tranche. This needs to be addressed to ensure both the effectiveness and efficiency of the proposed funding.
	5
	Please see Attachment 1

	4.  Monitoring &   Evaluation


	Luana Marriott
There could be some further information regarding the last para in the M&E section which talks about ‘areas of critical delay and need to initiate other interventions’, further outlines about how these risks will be proactively managed would be useful.
John Fallon

Weakness relating to the input-orientated nature of the proposed variable tranche matrix which is a key aspect of the monitoring arrangements. The achievement of inputs does not mean that performance improves. If some higher level outcomes could be identified and linked to funding there is less pressure for the monitoring and evaluation system.

	5
	Please see Attachment 1

	5.  Sustainability


	Luana Marriott
I couldn’t find anywhere in the document where this was addressed.  An outline of the sustainability of achievements from phase one would help to show how these objectives could be sustainable.

John Fallon

The main issue is whether financing arrangements make a difference in terms of incentives to improve financial management. 
	5
	Please see Attachment 1

	6.  Gender Equality


	Rob Harden
This is difficult to assess, as PFM reform is best seen as an enabling program that will assist the other instruments and policies of government to achieve gender equality.  

Luana Marriott
There could be scope (if available) to include a small para on gender outcomes from phase one PFM reform.
 
	5
	Please see Attachment 1

	7.  Analysis and Learning
	Luana Marriott
It would be great if there could be an attachment which outlines further what these learnings were from previous AusAID experience on PLA in Samoa.  
	5
	Please see Attachment 1


	*  Definitions of the Rating Scale:

	Satisfactory (4, 5 and 6)
	Less than satisfactory (1, 2 and 3)

	6
	Very high quality; needs ongoing management & monitoring only
	3
	Less than adequate quality; needs to be improved in core areas

	5
	Good quality; needs minor work to improve in some areas
	2
	Poor quality; needs major work to improve

	4
	Adequate quality; needs some work to improve 
	1
	Very poor quality; needs major overhaul


Table 1: Summary QAE original ratings by reviewers

	
	John Fallon
	Rob Harden
	Luana Marriott
	Average

	Relevance
	5
	4
	4
	4.3

	Effectiveness
	3
	3-4
	3
	3

	Efficiency
	3
	4
	4
	3.6

	Monitoring & Evaluation
	4
	5
	5
	4.6

	Sustainability
	4
	5
	N/A
	4.5

	Gender Equality
	5
	N/A
	N/A
	

	Analysis and Learning
	3
	5
	5
	4.3


Table 2: Summary QAE revised ratings by reviewers

	
	John Fallon
	Rob Harden
	Luana Marriott
	Average

	Relevance
	5
	4
	4
	4.3

	Effectiveness
	5
	5
	5
	5

	Efficiency
	5
	5
	5
	5

	Monitoring & Evaluation
	5
	5
	5
	5

	Sustainability
	5
	5
	N/A
	5

	Gender Equality
	5
	N/A
	N/A
	

	Analysis and Learning
	5
	5
	5
	5


‡ Required actions (if needed):  These boxes should be used wherever the rating is less than 5, to identify actions needed to raise the rating to the next level, and to fully satisfactory (5).  The text can note recommended or ongoing actions.
	F:  Next Steps    completed by Activity Manager after agreement at the Appraisal Peer Review meeting

	Provide information on all steps required to finalise the design based on Required Actions in "C" above, and additional actions identified in the peer review meeting
	Who is responsible
	Date to be done

	1. Please see attached table of required actions and responses in Attachment 2.
	Frances Sutherland
	December 2011


	G:  Other comments or issues    completed by Activity Manager after agreement at the APR meeting

	· The QAE appraisal peer review for the program design “Incentivising Public Financial Management Reform in Samoa” was held on the 26 October 2011. At the peer review a number of issues were raised by the QAE peer reviewers, and the peer review participants. This resulted in low scoring for key areas of the program, particularly in the areas of effectiveness and efficiency (table 1 above). The peer reviewers suggested a list of changes to improve the program document. A detailed list of these comments can be found at attachment 2. 
· Following the peer review the Samoa program revised the program documents to address each concern and suggested action raised by the peer review. This includes a revised agreement with GoS to ensure funds provided under the program are linked to teacher salaries. The revised document was then shared with GoS who agreed to the changes.
· On the basis of the revised document, the peer reviewers reassessed their original scores and revised their ratings (table 2.)  On the basis that all issues raised had been addressed, the peer reviewers raised there score in all areas of the QAE report. This has resulted in average rating across all Quality At Entry criteria for the program of 4.8.
· The Samoa program proposes that up to AUD5 million will be provided in year three of the program, linked to the proposed targets outlined in Annex 4 of the design document. This would bring total funding for the “Incentivising Public Financial Management Reform in Samoa” to AUD15 million over 3 years. Funding for year three will be subject to the successful achievement of milestones in years one and two, determined by the annual program review and assessment processes. Please note that the proposed targets for year 3 of the joint policy matrix will be also reviewed and refined as the program progresses and as lessons learnt are incorporated into the design document.
· The final QAE outcome is that the design document “Incentivising Public Financial Management Reform in Samoa” has been accepted by the Government of Samoa, the QAE peer reviewers and an independent peer reviewer. On this basis the Samoa program recommends that you approve this QAE report to enable the implementation of the program.



	H:  Approval    completed by ADG or Minister-Counsellor who chaired the peer review meeting

	On the basis of the final agreed Quality Rating assessment (C) and Next Steps (D) above:

· QAE REPORT IS APPROVED, and authorization given to proceed to:

· FINALISE the design incorporating actions above, and proceed to implementation
or:
(   REDESIGN and resubmit for appraisal peer review
· NOT APPROVED for the following reason(s):




	John Davidson
	signed:
	     


When complete:

· Copy and paste the approved ratings, narrative assessment and required actions into AidWorks and attach the report.
· The original signed report must be placed on a registered file

Annex 1 - Consolidated QAE Recommended Actions and Changes made

	Recommended Actions
	Reviewer
	Program Response and Page Reference of Changes made.

	Relevance

Original  average rating – 4.3  Average rating following changes -  4.3

	Provide more information on the experience of AusAID and other donors in using Samoa’s original Policy Action Matrix.  This could help in providing a clear rationale for the disbursement arrangements.
	JF LM
	Agreed. Page 5.

	Confirmation from the GoS that the AUD5 million has been incorporated as a receipt in the 2011-12 Budget (with the relevant budget references identified).
	RH
	Agreed. Pages 8 and 9.

	If the AUD5 million has not been incorporated in the 2011-12 budget, seek advice from the GoS on how the money will be expended/applied, and how this will assist its fiscal consolidation program
	RH
	QAE Peer Review agreed to request that funds for 2011/12 were earmarked. Page 9.

	Confirm what percentage of the national budget will be provided through this program.
	RH.
	Agreed. Page 8.

	Confirmation by WiPS that the new Program remains eligible for the coverage provided by the earlier assessment under Guidance Note 126.
	RH
	Agreed. Page 9.

	Note that the program is about incentivising macro-economic stability as well as PFM reform.
	RH
	This is noted in pages 4 and 7.

	Make explicit references that the program is an ongoing program from previous support
	RH
	Agreed. Pages 5 and 9.

	The document also refers to ‘known risk factors in the GoS PFM systems’ – what are these?
	LM
	Agreed. Page 7.

	Effectiveness

Original average rating – 3 Average rating following changes -  4.3

	Specify that both use Sector Plans and SDS be approved by the responsible Ministers or Cabinet and made publicly available.  
	JF
	Agreed. Pages 20, 21 and 24.

	Include publication of the mid term review of the SDS
	JF
	Agreed. Page 21. 

	The key performance indicators for SOEs could be improved by specifying that the indicators be agreed by relevant Boards and responsible Ministers or Cabinet and made publicly available
	JF
	Agreed. Pages 22 and 24.

	Reduce the weight of targets which involve meetings or consider not including meetings as variable targets.
	JF
	Agreed. Weights have been reduced to 1 (pages 20 and 25), donor coordination meetings have been removed as the are already incentivized under the fixed tranche (pages 21, 23 and 26) and a discussion on the value of meetings has been included in the text (page 11).

	Include ‘One additional SOE to be prepared for privatisation’ as a June 2012 target
	JF RH
	Agreed. Pages 22 and 24.

	Delete reference to  ‘Reduced level of deficit and debt with progress towards Government target levels. (3.5% of GDP and 40% of GDP respectively)’ as a June 2013 target
	JF
	Agreed. Page 25.

	Include Sector Costing to be completed in time for sector Reviews in 2013
	JF
	Agreed. Page 24.

	Includes requirement of monitoring and reduction of arrears in 2013
	RH
	Agreed. Page 26.

	Include ‘GoS  to implement a credible action plan in response to procurement review’s findings’ as June 2012 target
	RH
	Agreed. Page 22.

	Include the upcoming AusAID Budget Policy and Environment Rapid Assessment as an indicator for assessment of the fixed tranche
	RH
	Agreed. Page 9.

	Clarify GoS position on external borrowings
	RH
	Agreed. Will seek information from GoS on current policy.

	Clarify the requirements for meeting the fixed tranche targets to clarify expectations with GoS
	LM
	Agreed. Page 9.

	Provide information on linkages between variable and fixed milestones
	LM
	Agreed. Page 9.

	Reverse split between 60/40 fixed/variable
	Post
	Suggestion was not supported at the QAE. No change made.

	Efficiency

Original average rating – 3.6 Average rating following changes -  4.6

	Address the actions outlined in ‘Effectiveness’ 
	JF RH
	Agreed. See above.

	Provide greater justification of the AUD 100,000 for expertise and review
	RH
	Agreed. Page 12.

	Provide further information as to whether other donors will sign up to the policy matrix
	LM
	This is discussed on pages 7 and 10-11.

	Monitoring & Evaluation

Original average rating – 4.6 Average rating following changes -  5

	Address the comments outlined in ‘Effectiveness’
	JF
	Agreed. See above.

	Include the baseline figure for targets
	RH
	Agreed. Pages 17 and 18. Baseline data has been added to Annex 2

	Note the importance of policy dialogue as a key method of monitoring progress
	RH
	Agreed. Page 12.

	Provide further information as to how ‘areas of critical delay and need to initiate other interventions’ will be managed
	LM
	Agreed. Page 12. 

	Include an independent review of the fixed targets which will inform the overall assessment of PFM reform. 
	JF
	Agreed. Page 30.

	Include the need for AusAID to exercise discretion in payment of fixed and variable tranches.
	JF
	Agreed. Page 30.

	Sustainability

Original average rating – 4.5 Average rating following changes -  5

	Address the comments outlined in ‘Effectiveness’
	JF
	Agreed. See above.

	Outline the sustainability of achievements made in Phase 1 of the PFM Reform Plan
	LM
	Agreed. Page 6. 

	Gender Equality

Original average rating – 5 Average rating following changes -  5

	Provide further information on the links between this program and achieving gender equality
	RH LM
	Agreed. Page 7.  

	Analysis & Learning

Original average rating – 4.3 Average rating following changes -  5

	Address the comments outlined in ‘Effectiveness’
	JF
	Agreed. See above.

	Provide further information on AusAID’s learning from previous experience of using PLA in Samoa
	LM
	Agreed. Page 5. 


