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["Review of the VFM Indicator", DFID Evaluation Department, First Draft – 20 February 2003 & Howard White's "Comments On “Review Of The VFM Indicator”]

Section 2 Introduction

· The National Audit Office's call for a "stronger focus and more direct relationship with performance management in order to influence resource allocation and choice of activity" is very interesting, to put it mildly. In my experience it is questionable whether any M&E systems have any visible influence on resource allocation. Desirable as it may be. It would have been interesting if the review had asked whether the project ratings data and VFM analysis have had any such influence within DFID. It would be impressive if they did, or if they could in the future.
Section 3 The VDM indicator

· The fact that the criteria for eligibility excludes over 80 per cent of projects should not automatically be seen as a problem. What is important is that the VFM indicator covers the major fraction of DFID's expenditure. This it does seem to do, covering 70% of commitment value. 

· The omission of many small projects should only be a concern if DFID seriously believes that these small projects generate more value for money than big projects. If they do then this is slightly perverse, in the sense of contradicting what the public would normally expect of DFID. That is, the more money spent, the more impact. The fact that big projects may involve big capital procurement costs should not alter this expectation. 

· The much bigger gap, in terms of coverage, is the monitoring of investments made via multilaterals (£1.3 billion, or 45% of all DFID's investment). This is what we should be worried about

· It is questionable whether DFID UK could be analysing global performance in terms of projects. It is the wrong unit of analysis. The analysis of project scores needs to be done within countries first. Then country performance should be analysed regionally, then regions should be analysed globally.  

· And it could be argued that non-compliance with project ratings procedures should be seen as part of performance, not an externality

Section 3.2 Measuring Value for Money

· The current VFM indicator seems too limited in its focus, on projects scoring 1 or 2. This must narrow down the available sample of projects substantially. There are also risks, as noted in the paper, that current policy changes will decrease the percentage of projects with scores of 1 or 2

· The alternative is a simple graph

· Project commitment value on one axis

· Achievement rating on the other axis 

· Then plot each project on the graph

· Excel can then calculate a rank order correlation of the relationship

· The ideal is correlation of +1.00

· Meaning the more money spent, the more successful the project

· A correlation of 0.00 would indicate that there is no relationship between expenditure and results

· A correlation of -1.00 would show that the smaller the expenditure the more successful the project (Let me know when this result comes in!)

· If necessary the same analysis can be repeated separately for high, medium and low risk projects

· Before doing so, DFID should state its theory of how the relationship between expenditure and results would differ across the three risk categories. 

· For example, the relationship might be expected to be strongest in the low risk categories, where outcomes are by definition more predictable

· As well as the correlation it is also important to identify and examine the outliers (projects that stand out most from the expected trend):

· High expenditures with poor performance

· Low expenditures with high performance. 

· These "case studies" are where there are opportunities for lessons to be identified and promoted. 

· Outliers could also be compared across the three risk categories.

· Higher risk groups of projects might be expected to generate more interesting outliers that DFID can learn from.

· What sort of success is being reported on? The ratings scale refers to what is "likely to be achieved" Though this sounds problematic, I suspect that ratings made in the last year of a projects' lifespan are likely to be very closely related to what has actually been achieved. Given that there is no more time or additional resources to be invested. Therefore there may be an argument for focusing the VFM analysis on ratings at the end of the project and not beforehand.  What is not clear to be from the "Review of VFM" paper is whether the analysis therein is based on a mixture of expected and de facto actual success, i.e. ratings made during and at the end of projects. If so, then this seems to have made things more complex than they need to be, and less interpretable as a result.  

3.4 Frequencies of overall scores

· The bunching up of scores on ratings scales is a common experience. This makes the existing VFM formula less discriminating about change and difference than it might ideally be.

· Ranking of projects is one means of overcoming this lack of discrimination. This can be done within individual countries, but not globally, because no one within DFID would have knowledge about all of the very large number of projects involved.

· Rankings can even be used to make cumulative judgements over time, if they are well documented every time they are done. Existing projects can be not only compared to each other, but also to completed projects not being funded.  Ideally current projects would be doing better than ones completed in the past.  

· But this may be unrealistic. No one is interested in historic performance

· The summary of findings box on the VFM indicator is not constructive. No alternatives are suggested. Yet the VFM indicator is DFID's only organisation wide measure of achievement in the medium term, versus the MDGs in the longer term (which are also less directly linkable to DFID)

Section 4 Guidance & internal procedures

· There seems to be no guidance on the analysis and use of the ratings data, once entered. Who is supposed to do it, when and why? If so, should we be surprised if there is low compliance with data entry into PRISM?

· One step forward would be to require country programmes to do some analysis of the ratings, and graphed data as proposed above. Then higher levels of DFID should focus on those country level analysis, as their unit of analysis

· E.g. how many country programmes can show a correlation of +0.5 or more

· On page 22 the authors caution against within country analysis, because of the small numbers of projects available to be compared. As noted above, this small number could be expanded if completed projects were also included. This would bring history back into the analysis of performance

· If this is not acceptable, then at least regional level analyses could be undertaken. 

· The statement about risk assessments being made only at the beginning of a project does not seem to be correct. Information sent to me on the Ha Tinh Poverty Alleviation project in Vietnam shows that the risk assessment was adjusted from Medium to Low in 2002, four years after the start of the project

· The lack of guidance on how to make ratings is noted in the VFM paper. What is arguably more important is the good documentation of reasons why particular ratings have been made, and the visibility of these explanations, along with the quantitative ratings data. This point is covered in section 7.3

· The point made by MORI about the value of many pointed rating scales is well said. I would suggest a 9 point scale at least

5. Compliance

· See the point made above about the need to link requirements for input of data to expected uses of entered data. At present there is no evident feedback loop at at all back to the people who enter the data

· There is no system for field level verification of the ratings data, through visits and document reviews of a sample of projects. This suggests that quality of data has not been a big concern up to now. If it is important then money will be spent on it.

Comments on Howard White's comments

· DFID's glossary may refer to value for money in a confusing way, but the VFM indicator is using the term in a fairly straightforward way. 

· The comparability problem is mitigated if the analysis of expenditure versus results is focussed on the country level. Rather than aggregated straight to the international level, without intermediary units of analysis.

· Standard guidelines help make ratings more comparable. But so do well documented and visible explanations of why ratings have been given.

· Independent verification of a random sampling of ratings given to completed projects would clearly be useful. It is a question of someone thinking the ratings are important enough to invest money into improving the system. The random sampling approach is already built into the procedures for monitoring Civil Society Challenge Fund projects.

· The alignment problem is more serious. Project objectives can be achieved but funding may still be terminated, because the overarching country or sector strategy objectives have since changed. Project level achievement can sometimes be irrelevant. DFID is not the sum of its projects, as the VFM implies. The VFM measure of performance at each country programme level needs to be balanced by measures of alignment of objectives at project and country level, and country and international level.. These are relatively easy to construct, and can be verified by examining the subsequent distribution of information that is available about achievements.

· The idea of a high level task force to review DFID's performance rating system sounds useful if it actually starts by asking what are these systems there for. What are their objectives and how will we know when they have been achieved? Most importantly are they really expected to make any difference to the allocation of resources?
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