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10.

Top ten tips for M&E

Keep it simple and ‘fit to project’

Monitoring and evaluation is not an add-on at the end - start early and
build monitoring and evaluation into the project from the beginning

Negotiate between stakeholders to decide what to monitor and

evaluate

Indicators should be objective, verifiable and clearly understood by all
stakeholders

Identify a specific data collection for activities, outputs, outcomes and

impact

Undertake a baseline and, if possible, establish a control group at the
start of the intervention

Record information in sufficient detail to illustrate accountability and

provide for future evaluations

Check that results can be directly linked to the intervention and

acknowledge where other factors may have an influence
The process is only complete once the lessons have been put to use

Don't keep it a secret! All stakeholders needs to be kept aware of the

results of monitoring and evaluation
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MDG
MF

Acronyms

Alternative Dispute Resolution
Administrative and Regulatory Cost Surveys

Before and After Assessments

Business Development Services

Business Environment

Business Enabling Environment

Business Environment and Enterprise Surveys
Business Environment Snapshot

Corporate Income Tax

Doing Business

Development Assistance Committee

Donor Committee for Enterprise Development
Department for International Development
European Bank for Reconstruction and Development
European Union

Food and Agriculture Organization

Focus Group

Foreign Investment Advisory Service

Gross Domestic Product

Deutsche Gesellschatft fiir Technische Zusammenarbeit
Impact Assessment

Investment Climate Assessment

International Development Evaluation Association
International Fund for Agricultural Development
International Finance Corporation

Integrated Impact Assessment Approach

Institute for Management Development

Logical Framework or LogFrame

Logical Framework Approach
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Millennium Development Goals
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OECD
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RG
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UN
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USAID
WB(G)

Micro, Small and Medium Enterprise

Organization for Economic Co-operation and
Development
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Project/Program Cycle Management
Project/Program Logic Model

Public Private Dialogue

Post Project/Program Judgement
Private Sector Development

Private Sector Savings

Regulatory Governance
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Technical Assistance

United Nations

United Nations Development Programme

United States Agency for International Development

World Bank (Group)
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Section 1: Introducing M&E for BEE

Section 1

Introducing M&E for BEE

1.1 About this Handbook

What is the Handbook about?

This is a Handbook for Business Enabling Environment  (BEE) practitioners offering
guidance on Monitoring and Evaluation (M&E) and within this the task of Impact
Assessment (IA). It has been developed in consultation with International Finance
Corporation (IFC) and the Foreign Investment Advisory Service (FIAS) of the World
Bank Group (WB) together with the UK department for international Development (DFID)
and Deutsche Gesellschaft flr Technische Zusammenarbeit (GTZ).

Development partners are aware of the need to improve the performance of current and
future programs through the better planning and implementation of their interventions.
There is also increasing pressure on development organisations to demonstrate the
impact of their activities by implementing effective means of M&E. While there is a
growing interest in M&E, there is often confusion about precisely what M&E entails.

The purpose of this Handbook is to strengthen awareness about M&E, engage interest
in M&E, and to clarify what it entails, specifically for BEE practitioners.
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To date, attention has been paid to measuring the delivery and performance of BEE
programs, for example by monitoring program processes, activities and outputs.
However, evaluating the benefits that have arisen as a result of development
interventions has been much less robust and to a large extent has relied on

assessments of outputs rather than focusing on outcomes and impacts.
Who is the Handbook for?

The Handbook is aimed at BEE practitioners with little experience or knowledge of M&E
approaches and practices. It is not intended to make people M&E specialists. The
Handbook is a resource for M&E work and an accessible means of sharing current good
practice on M&E amongst BEE practitioners. Its messages and guidance are relevant

for all BEE practitioners.
What does it include?

This Handbook provides detailed ‘how-to’ approaches for undertaking M&E including:
definitions of basic M&E terminology, indicators, how to integrate M&E into project cycle
management, and how to use evaluation techniques. The Handbook draws from both
research and case studies to highlight good practice and identify lessons of experience
from a range of BEE projects and from a variety of interventions and development
partners Its format is as a user guide with practical tips, checklists and step-by-step

instructions based on field experience.
How should | use the Handbook?

The Handbook is not designed to be read from cover to cover, it is a resource guide

which can be used for reference as and when needed. For this reason readers will find
that key points may appear to be repeated in different sections. The structure includes:
case studies, key guidance notes, templates, checklists, links to other toolkits and online

documents, and sources of reference.
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Section 1: Introducing M&E for BEE

Will there be more information?

It is important to try and generate an on-going dialogue about M&E among BEE
practitioners, given that it is an evolving aspect of BEE activity with emerging good
practice. The Handbook sets out to be part of this dialogue by identifying and sharing
current good practice, preparing realistic benchmarks - between different countries,
initiatives and approaches — and mechanisms for measuring effectiveness across BEE
interventions and projects. As more BEE interventions and projects emerge, the
experiences will further contribute to the building of an evidence base and the
development of a community of practice.

Another important role for the Handbook is to signpost readers to the ever growing range
of resources that exist to support effective M&E and work on BEE. Annex 3, a
bibliography, presents a compendium of key additional on-line and hard copy resources.
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1.2 The Business Enabling Environment (BEE)

What is the BE and BEE?

The Business Environment (BE) consists of a complex interplay of policies, laws and

regulations that affect business development in a given place and the institutions

responsible for their enactment at the international, national, regional and municipal

level. A widely-used definition of the BE is that agreed by The Donor Committee for

Enterprise Development (DCED) in 2008

“The Donor Committee for Enterprise Development defines the business

environment as a complex of policy, legal, institutional, and regulatory conditions that
govern business activities. It is a sub-set of the investment climate and includes the
administration and enforcement mechanisms established to implement government
policy, as well as the institutional arrangements that influence the way key actors
operate (e.g., government agencies, regulatory authorities, and business
membership organisations including businesswomen associations, civil society
organisations, trade unions, etc.)”.

www.enterprise-development.net

The aim of all BE programs is to help create a more effective environment for investment
and business development, to create what is frequently termed a Business Enabling
Environment or ‘BEE’. Interventions typically focus on improving the regulatory regime
that constitutes the BEE, and how it operates.

BEE interventions are intended to:

Support a more stable operating environment - creating a market-oriented
economy where the private sector (whether as small or large firms) can operate

efficiently and effectively without unnecessary hindrance.

Influence policy and legal reforms - to reduce the direct and opportunity cost
of doing business without removing protections necessary for human health

and safety of the environment.

! DCED is a forum of the main funding and inter-governmental agencies working for sustainable poverty

alleviation through development of "the private sector". Established in 1979 it was known as the "Committee
of Donor Agencies for Small Enterprise Development until 2005. www.enterprise-development.org (also

.net)
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Strengthen institutions - to ensure that reforms in the BE are properly

designed, implemented and enforced in a transparent and equitable manner.
What is a typical BEE intervention?

Reforming the BE is characterized by an increasing and evolving set of interventions.
They are distinct from, but often complementary to other private sector development
(PSD) interventions that primarily support, for example, the direct delivery of Micro

Finance (MF) or Business Development Services (BDS).

Many models of program implementation and delivery include stand-alone activities that
focus on one specific aspect of the BE; others are part of large programs with multi-
components focusing on a suite of interventions which may incorporate other aspects of
PSD. This Handbook makes reference to a breadth of BEE practice but focuses on

some interventions in more detail.

Some BEE interventions are closely linked to the World Bank Doing Business (DB)
indicators and are viewed as ‘regulatory-based’. For example: business entry
simplification, business licensing and operations reform. Import-export and sector (or
industry) specific interventions are also regulatory-based but are typically implemented
as part of larger PSD interventions to improve trade facilitation and value chains for
specific sectors. The goal of business regulatory reforms is typically to reduce the
burden of regulatory compliance for businesses (often coined as the ‘obstacles to doing
business’ and the associated compliance cost) while government safeguards for human
health, safety, the environment, competition policy and other aspects of social welfare.
The benefits which may accrue from this include increased investment, productivity and

employment as well as reduced corruption.

These regulatory-based interventions often have a defined measurable goal and objective
and may involve elements of legislative change, administrative and procedural review. Another
area of reform, Alternative Dispute Resolution, centers on reforming the legal framework but in
a different way from other regulatory based interventions. This reform focuses on the

introduction of institutions and processes for alternative means of commercial mediation.

Regulatory reforms and regulatory simplification can be implemented at national level
(Box 1.1), or the sub-national or local level (Box 1.2) where the reform entities could be

states, provinces, regional governments, municipalities or cities.
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Box 1.1: Comprehensive business regulatory reforms in Sierra Leone

In Sierra Leone, FIAS and DFID have been working with the Ministry of Trade and Industry
on the Administrative Barrier to Investment Program. The reforms center on the processes,
procedures and regulations for starting-up, locating and operating a business.

> See the full case study on Sierra Leone in Annex 1

Box 1.2: Sub-national business registration reforms in Egypt

In Egypt, the Business Start-Up Simplification Project is implemented at sub-national level
with the Governorate of Alexandria where it addresses both governorate and national level
.regulations and practices. This pilot project aims to create simpler, cheaper and more
transparent start-up processes for investors and lessons learnt from the pilot will then be
rolled out to other governorates .

> See the full case study on Egypt in Annex 1

Regulatory reforms can also be implemented at sectoral level, which the IFC classifies
as industry policy reform projects (Box 1.3) and GTZ refers to as sub sector programs
within their investment climate work. These projects focus on improving the policy
framework in terms of laws, regulations, fiscal arrangement and administrative
processes for particular industries. The objective of these projects is to strengthen the
export and growth potential of key industries and improve policies to encourage new and

existing entrepreneurs to access and exploit investment opportunities.

Box 1.3: Industry reform projects in Egypt and the Yemen

IFC is currently working on industry policy reform projects focusing on the mining industry in
Egypt and Yemen. The current policy frameworks in both countries are outdated and do not
present an attractive package for potential investors. Consequently, there are barely any
investments in both countries, despite significant geographical potential.

The IFC is working with respective Chambers of Commerce, Ministries and Mining Authorities
to revise the mining code, implement regulations, re-design the fiscal regime, and to map and
simplify administrative procedures. Once this has taken place, a promotional conference will
be held to publicize the new frameworks and attract new investors.

Source: F. Sader, IFC PEP-MENA

Regulatory reforms can also focus on particular types of business transactions such as

cross-border trade logistics (Box 1.4) and tax administration (Box 1.5).

Box 1.4: What is trade logistics?

Trade logistics reform typically focuses on improving the efficiency and effectiveness of
logistics services and systems that affect imports and exports. The purpose of the reforms is
to reduce transaction costs and enhance competitiveness. Customs is the pivotal agency
through which reforms are focused. However, trade logistics reform also includes the
participation of other public and private stakeholders involved in international trade
transactions.
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A trade logistics reform intervention may focus on import clearances, including: cargo/goods
declarations, temporary storage, physical inspections, collection or duty/tax and the release
and delivery of good. On the export side, interventions may focus on exemptions, drawbacks,
bonded warehouses, free zones and transit control.

Source: Uma Subramanian and Natalia Cubillos, IFC

Box 1.5: What are tax administration reforms?

Tax administration reforms are designed to improve the BEE by reducing the time and
financial cost of complying with tax. Targeted solution design and implementation in different
areas of the tax system is designed to streamlined and increase accessibility, which is
intended to improve the levels of investment, formalization and tax compliance. These
reforms are typically implemented when firms, and especially SMEs, are deterred from
formalizing by excessive tax compliance costs and risks.

Lower tax compliance costs for businesses may be achieved through a number of reform
interventions including: consolidation of tax payments, streamlining reporting requirements,
reducing delays in refunds, improving the targeting of inspections; adjusting sanctions; and
provision of better information on tax procedures. Reforms may also include the introduction
of higher mandatory VAT thresholds in order to encourage voluntary VAT registration.

Source: Richard Stern, Product Fact Sheet on Business Taxation and Jackie Coolidge, IFC

While regulatory-based interventions have been the dominant in the field of BE reform
and hence M&E practice, other aspects of BEE reform are leading to the development of
new M&E experiences, practices and tools. Both Alternative Dispute Resolution (ADR)
and Public Private Dialogue (PPD) have well developed M&E processes, tools and

templates.

Box 1.6: What is ADR?

ADR is a type of commercial mediation and conciliation which is introduced as an alternative
to the court system. Commercial arbitration and mediation can reduce court backlogs, and
provide faster and less costly means of dispute resolution.

ADR reforms aim to improve access to justice for local businesses, encourage the
maintenance of business relationships between those in dispute and release disputed funds
back into the economy.- especially to MSMEs. Reforms typically focus on defining a legal
framework for ADR, establishing a network of mediation centers, training expert mediators
and educating the private sector on the benefits of mediation.

The overall goal of ADR programs is to create a better business climate, primarily through the
reduction in the costs of doing business and increasing the level of funds released from
resolving economic disputes between companies. A secondary benefit may be the enabling
of greater confidence and efficiency in the judiciary system and the reduction of backlogs in
the courts.

Box 1.7: What is PPD?

The introduction and promotion of PPD and policy advocacy mechanisms complements other
areas of BEE reform and investment climate reform more widely. PPD supports champions for
reform thus creating momentum and accelerating the reform process. Creating forums for
dialogue and policy advocacy is an active way of generating consensus via the private sector or
civil society, or to generate pressure. It may be implemented at national or sub-national level,
and can generic or be sector-specific.
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PPD comes in many forms. It can be structured or ad hoc, formal or informal, wide-ranging or
focused on specific issues. Key issues concern: who participates, under what structure,
identifying the right champions, and engaging the right facilitator. Typically, donor interventions
in PPD act as the broker role.

While PPD has a range of potential impacts, it will not achieve anything on its own. It works by
facilitating, accelerating or cementing other ongoing BEE initiatives which need stakeholder
pressure in order for them to be successful. M&E for PPD is important to monitor the
development and success of the process tools developed for advocacy. It also provides
stakeholders with the ability to monitor internal processes, encourages transparency and
accountability.

In addition to targeting specific types of regulations and business practices, there
is also growing recognition of the importance of regulatory governance.
Experience has demonstrated that initial quick wins achieved from discrete
reforms to specific regulations can quickly be undermined by a continuing flow of
poor regulation from an unchanged system. The notion of reforming regulatory
governance is thus emerging as an important field of practice in BEE which
focuses on the systemic processes that define the development of the policy
environment which in turn defines the legal and regulatory framework for
business. Currently there is limited experience with systematically evaluating
regulatory quality in developing countries. However, the concept of regulatory
governance is well established within the OECD where solutions have included
staged repeals of outdated regulations, institutionalization of Regulatory Impact
Assessment (RIA) and the establishment of Regulatory Reform Units as
institutional drivers of reform within government. The OECD has produced a body
of work on indicators of regulatory quality’. FIAS, DFID and the Dutch Ministry for
Foreign Affairs formed a Program entitled Better Regulation for Growth in 2007 to
explore this area and its relevance for developing economies. They have stated
that while conceptually relevant, there is a need for a cautious and context-driven
implementation of the OECD-led agenda and indicators for regulatory reform for

developing economies®.

% See for example: Sigma (2007): Regulatory Management Capacities of Member States of the European
Union that Joined the Union on 1 May 2004. Sigma Paper No 42

See also: Radaelli, C & De Francesco, F (2007): Regulatory quality in Europe: Concepts, Measures and
Policy Processes

® DFID, FIAS, Dutch Ministry of Foreign Affairs (2007) Better Regulation for Growth, flier
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Best practice guidance for practitioners on how to design and deliver BEE interventions
is available through a range of publications and websites®. The IFC has a set of
Toolkits* focusing on good practice for implementation®, and some advice on M&E
issues. This Handbook focuses on the M&E aspects of these interventions and in doing

so complements these implementation guides.

IFC Business Reform Toolkits:
Reforming Business Registration Regulatory Procedures at the National Level
Business Licensing Reform: A Toolkit for Development Practitioners
Good Practices for Business Inspections
Simplification of business regulations at the sub-national level

Reforming the Regulatory Procedures for Import and Export: Guide for
Practitioners

Alternative Dispute Resolution Manual: Implementing Commercial Mediation

The Public Private Dialogue Handbook: a Toolkit for Business Environment
Reformers; www.publicprivatedialogue.org

Other resources:
FIAS (2005): A manual for the identification and removal of administrative barriers
to investment

IFC (2005): Tax Administration and Small and Medium Enterprises (SMEs) in
Developing Countries

* See Annex 3 - Bibliography
® www.ifc./ifcext/sme.nfs/content/BEE+toolkits
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1.3 The focus on M&E

Who is driving the agenda on M&E?

Development partners are increasingly looking at the impact of aid and aid effectiveness,
often referred to as Impact Assessment. This has been articulated in the Paris
Declaration which made explicit commitment to increasing the impact of aid through the

Millennium Development Goals (MDGs)®.

In 2002, at the International Conference on Financing for Development in Monterrey,
development partners agreed to focus on managing for development results’, an
approach that advocates a stronger orientation of monitoring systems towards
development results . This approach shifts the emphasis towards identifying what
changes, especially benefits have been achieved directly or indirectly by development
interventions, as well as measuring what has been done. Ongoing review, assessment
and learning is prioritised equally with end of project evaluation. For this to happen it is
important that M&E issues are addressed from the project inception and that good M&E
systems are incorporated at all levels of reporting and are closely linked to Project Cycle

Management (PCM) practices.

A commitment to managing for development results has caused bilateral, multilateral
and national organizations to review how the practice of M&E can achieve greater
consistency, comparability and aid effectiveness. Some development partners, such as
GTZ, have revised their M&E terminology and frames referring to ‘results oriented M&E’
to encourage a focus on results at all stages of an intervention. The implication of this

shift is explored further in sections 2 & 4.

What is the purpose of M&E?

M&E provides government officials, development managers, the private sector and civil
society with better means for learning from past experience, improving service delivery,

planning and allocating resources and demonstrating results as part of accountability to

®for a complete listing of goals, targets and indicators for MDGs see:
http://www.un.org/millenniumgoals/index.html
* http://www.mfdr.org/index.html
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key stakeholders. Although evaluation is distinguished from monitoring, they are in fact

interdependent (see table 1.1).

Monitoring presents what has been delivered and

evaluation answers the question “what has happened as a result of the intervention?”

Impact evaluation is a particular aspect of evaluation, focusing on the ultimate benefits of

an intervention.

Table 1.1: What are Monitoring and Evaluation and |  mpact Evaluation?

Monitoring

Regular systematic
collection and analysis of
information to track the
progress of program
implementation against
pre-set targets and
objectives.

Did we deliver?

Evaluation

Objective assessment of an
ongoing or recently completed
project, program or policy, its
design, implementation and
results.

What has happened as a
result?

Impact assessment

Assesses what has
happened as a result of
the intervention and what
may have happened
without it - from a future
point in time.

Have we made a different
and achieved our goal?

Clarifies program objectives
Links activities and their resources to objectives

Translates objectives into performance
indicators and sets targets

Routinely collects data on these indicators,
compares actual results with targets

Reports progress to managers and alerts them
to problems

Analyzes why intended results were or were not
achieved

Assesses specific casual contributions of
activities to results

Examines implementation process
Explores unintended results

Provides lessons, highlights significant
accomplishments or program potential and offers
recommendations for improvement

Seeks to capture and isolate the outcomes that
are attributable (or caused by) the program

Will review all fore-going M&E activities,
processes, reports and analysis

Provides an in-depth understanding of the
various causal relationships and the
mechanisms through which they operate

May seek to synthesize, compare, contrast a
range of interventions in a region, timeframe,
sector or reform area

Monitoring gives information on where a policy, program or project is at any given time
(or over time) relative to respective targets and outcomes. Monitoring focuses in

particular on efficiency, and the use of resources.
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While monitoring provides records of activities and results, and signals problems to be
remedied along the way, it is descriptive and may not be able to explain why a particular

problem has arisen, or why a particular outcome has occurred or failed to occur.

Evaluation deals with questions of cause and effect. It is assessing or estimating the
value, worth or impact of an intervention and is typically done on a periodic basis —

perhaps annually or at the end of a phase of a project or program.

Evaluation looks at the relevance, effectiveness, efficiency and sustainability of an
intervention®. It will provide evidence of why targets and outcomes are or are not being

achieved and addresses issues of causality.

Impact Assessment is an aspect of evaluation that focuses on ultimate benefits. It sets
out to assess what has happened as a result of the intervention and what may have
happened without it. Where possible impact assessment tries to differentiate between
changes that can be attributed to the program from other external factors that may have

contributed as well as examining unintended changes alongside those intended.

1.4 The benefits of M&E

Why should we undertake M&E?

Monitoring and evaluating program performance enables the improved management of
the outputs and outcomes while encouraging the allocation of effort and resources in the
direction where it will have the greatest impact. M&E can play a crucial role in keeping
projects on track, create the basis for reassessing priorities and create an evidence base
for current and future projects through the systematic collection and analysis of

information on the implementation of a project.

Until recently, M&E has primarily met donor needs for proving or legitimizing the
purpose of the program by demonstrating the effective use of resources. The
LEGITIMIZATION function demonstrates whether reforms are having the desired effect
in order to be accountable to clients, beneficiaries, development partners and taxpayers

for the use of resources (see table 1.2).

® DAC Principles for Evaluation of Development Assistance can be found at www.oecd.org/dac/evaluation.
A fact sheet is available at http://www.oecd.org/dataoecd/15/21/39119068.pdf
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Table 1.2: M&E as a legitimization function - PROVI NG

Are we achieving the desired benefits for Are we achieving these benefits as

the right target groups? efficiently and effectively as we can?

From an impact perspective, it is often necessary to ‘prove impact’ in order to make
resource allocation decisions and to ensure the most effective use of limited resources
towards the goal of increasing prosperity in the developing world. Consequently, there is
a need for rigor in the means of assessing results that can help reveal causality i.e.,
have programs resulted in sustainable gains in welfare? Have they reinforced the
development of efficient and transparent markets? Have they increased economic
growth and reduced poverty? Answering these questions is extremely challenging,
especially for BEE interventions which are open to the influence of a wide range of
factors. However efforts are being made to adopt more rigorous practices including the

use of systematic, quantitative approaches and analysis.

There is a growing awareness of the need for practitioners to conduct their own
evaluation activities in order to increase understanding of development results, which in
turn lead to increased learning and improving within their organization. This
LEARNING function enhances organizational and development learning to increase the
understanding of why particular interventions have been more or less successful.
Additionally, this understanding informs decision making and potentially improves

performance (see table 1.3).
Table 1.3: M&E as a learning function - IMPROVING

Are we doing things right? Are we doing the right things?

Could we do things better? Could we do better things?

In addition to the benefits gained from undertaking M&E, there are other benefits to be
derived from the way in which M&E activities are undertaken. For many BEE
interventions there is a strong emphasis on engaging local stakeholders and particular
government institutions in order to help build local ownership of and assist the long term
sustainability of reforms. Using a strong participatory approach to M&E, with the active
engagement of government officials, helps to build, strengthen and embed local M&E

capability and oversight processes. This helps to build a credible ongoing evaluation
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capacity in country. This participative dimension and benefit of M&E is viewed as

particularly important by DFID in their BEE interventions.

1.5 Understanding diversity, inclusion & sustainabi lity

How does BEE relate to poverty reduction and the MD  Gs?

The Millennium Development Goals emphasize that ultimate focus for development
interventions is on addressing the issues of poverty and sustainable development. The
latter having an environmental dimension as well as looking at the probability of
economic and social benefits continuing beyond the intervention. The MDGs also
suggest that the key cross-cutting themes for all development interventions should be

diversity, inclusion and sustainability.

In monitoring, evaluating and assessing the impact of any BEE, there is a need to
recognize that the BE does not present a ‘level playing field’ for all enterprises and
entrepreneurs, likewise it is probable that not all will benefit equitably as a result of
reforms in the BE. There will be winners and losers. In any M&E approach and system
there is a need to ensure that checks are put in place and an explicit examination is
made of whether the results or benefits for specific groups or stakeholders take
cognizance of the themes of equity and sustainability. It should be possible to assess

who are the likely ‘losers’ and ‘winners’ as a result of any BEE intervention.
What are the relevant elements of diversity?

BEE reforms are directed towards improving the BE for PSD and investment. However
there are a multitude of different stakeholders who make up or who are involved in the
organizations and practices of the BE (legal, political, private, financial), together with the
businesses that operate within this environment (international, large, micro, informal). It
cannot be assumed that all stakeholders perceive and experience the BE in the same
way: there are diverse experiences and perceptions. Some stakeholders will benefit from
reforms and others will lose out. For example, in all societies ‘gender’ is a universal

dimension of diversity, it is also very often a dimension of disadvantage®. So, women

° An example of an evaluation of gender equality in DFIDs development assistance can be found at
www.dfid.gov.uk/aboutdfid/performance/files/wp10.pdf. This document specifically addresses issues for
BEE interventions
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business owners will not necessarily benefit from BEE interventions in the same way or
to the same extent as their male colleagues, because of the experiences and

circumstances of business ownership and operation associated with their gender.

In evaluating whether reforms have changed conditions for the better, it will usually be
necessary to utilize specific approaches and tools to capture the experiences of different
groups so that a more complete picture of the results, the benefits and the success of

the intervention can be produced.

Typical dimensions of diversity to be considered are given in Box 1.8.

Box 1.8 : Dimensions of Diversity
Recognition and consideration of diversity issues means explicitly considering:

Businesses operating in different sectors

Those based in different locations (notably rural versus urban versus capital
city, but not exclusively)

Business owners of different gender, ethnicity, age, religion and or socio
economic background

Those running different sized businesses ranging from micro to large

The experiences of those in the informal sector even it they are not a direct target
of the reforms

What are the relevant elements of inclusion?

Not all businesses and business owners experience the BE and doing business in the
same way. Some find it more ‘disabling’ or ‘enabling’ than others by virtue of socio-
economic characteristics, what type or scale business they run or where they operate.
Not all groups stand equally in having their voices and needs heard in the design,
implementation and assessment of BEE reforms. They are not equally included in the
reform process. Good project and evaluation design and implementation should explicitly
recognize and reflect this variation in access to knowledge surrounding BEE
interventions, especially where there is an absence of or limited representation of certain
groups.

A number of questions can be asked (see Box 1.9) to help ensure that the M&E
approach takes into account issues of inclusion and that the M&E process is itself as

inclusive as possible.
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Box 1.9: Ensuring inclusion
Recognition of inclusion means explicitly considering:

What is being evaluated and who are all the stakeholders for this?

Who should be included in the evaluation?

Who has been excluded from the evaluation?

How is the evaluation to be undertaken — does this exclude anyone?

What tools and techniques are used to collect data — i.e. when, where and who
does the data collection. Do these exclude or at least not encourage the inclusion

of any groups?

What are the relevant elements of sustainability?

Evaluations should consider the extent to which reforms involve changes that are
sustainable (environmentally, socio-economically and institutionally) and that the benefits
derived from changes in the BEE are also sustainable beyond the lifecycle of the

program.

A number of questions can be asked (see Box 1.10) to help ensure that the M&E
approach takes into account issues of sustainability and that the M&E process is itself as

sustainable as possible.

Box 1.10: Building sustainability

Recognizing the importance of developing sustainable reforms means explicitly
considering:

What will happen after the intervention has been implemented?

What mechanisms are in place to help ensure that reforms will be actioned

and/or continued after the program has finished?

Who is the local champion for these reforms?

The likely effect on the physical environment?

The likely effect on socio-economic conditions?

Is there local capability for and interest in the ongoing M&E of the reforms?
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As noted earlier participative approaches to program design, implementation and
evaluation are part of a development approach that aims to build longer term

sustainability into its interventions.

1.6 The challenges of M&E for BEE

There are many misconceptions and myths surrounding M&E namely: it's difficult, it's
expensive, it requires high level skills, it is time and resource intensive, it only comes at
the end of a project and it is someone else’s responsibility. There is often a sense of
frustration because expectations of M&E activities appear to outstrip resources and skill
sets. This might relate to the context within which M&E is designed, who is responsible

for designing the processes and who is responsible for the analysis.
What makes the evaluation of BEE interventions diff  icult?
Certainly, evaluating BEE programs is complex, not least because:

It is not always easy from the outset to be clear about what constitutes ‘success.’
For example, the reduction in the absolute number of regulatory procedures may
be less relevant than reductions in costs and processing times or the number of
steps for each regulation or compliance procedure. Similarly, while ‘time’ taken to
comply may fall due to a reform intervention, it is still feasible that ‘cost’ may
increase. This raises questions over how to value, compare and balance the

outcomes of interventions. It will depend on the context of the reform.

The impacts often emerge long after the intervention is completed, and are often
several degrees removed from the ‘inputs’ of a program or intervention. Most
assessments and evaluations are conducted at best within six months of the end
of a program, which may in itself only be of a few years duration - that is often

insufficient time to embed changed attitudes and roles within institutions.

Business environments can be affected, positively or negatively, by a host of
external factors beyond the influence of BEE projects, such as changing world
prices of input factors, trade reform, health problems in the labour force, fiscal

and monetary policy etc.

Interventions not typically labelled BEE, such as education improvements, civil

service reform, service delivery improvement, and political reform, can all
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contribute to increased economic development, and the impact of these reforms

is hard to distinguish from typical BEE interventions.

The ‘burden’ of business regulations and regulatory compliance will differ
according to the size of the business, location of the business, and also the
sector/activity of the business. These present complex issues for sample

determination and size, ensuring accuracy and also the aggregation of findings

While measures of business regulation are captured effectively in the World Bank
Doing Business indicators, it should be noted that these may not in fact be the
primary consideration of government/private sector stakeholders or the focus of
reform efforts (see Section 3). For example, reforms may be aimed at
unincorporated businesses which are not captured in the DB rankings. Care must

be taken to ensure that indicators accurately capture the area of reform

Table 1.4: The Challenges of M&E for BEE

Contextual challenges

Complexity For example:

Different stakeholders and development partners
have different requirements

Requirements change during the life cycle of a
program

Different donor reporting requirements

Data availability Baselines not conducted
Limited avaibility of local, especially current, data
Limited disaggregation of data
Lack of sample frames

Attitudes and Where there are multiple stakeholders it is difficult to
Commitment engage collective commitment

Stakeholders may be suspicious about how and why
information will be used, especially if progress is
slow or limited
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Diversity and Recognising issues of diveristy and inclusion
Inclusion explicitly

Design and Analysis challenges

Counterfactuals How to measure what the outcome would have
been if the reform measure had not been
implemented.

Causality and How to account for complex impact relationships

attribution between program activities, outputs and use of

outputs by partner organizations and eventually their
impact on enterprises.

How to isolate individual reform measures in
embedded programs or multi-donor settings

How to isolate the effect of ‘BEE’ interventions from
other PSD reforms and also external factors

Timeframes Time lags and long gestation perdiods between
activities, outputs and outcomes

Diversity and Capturing issues of diversity

inclusion Recognising inclusion issues for specifc BEE
interventions

Ensuring inclusion in the evaluation process
Practical challenges

Cost Finding funds to undertake robust M&E throughout
the program and not just at the end

Ensuring the M&E budget is in proportion to the
scale of the intervention

Skills and abilities Coping with a low level of local/internal evaluation
skills and experience

Utilising an appropriate mix of local and external
resources

Building local capability and capacity for ongoing
evaluation activities and oversight

How can these challenges be addressed?

While there are challenges for designing and undertaking M&E for BEE there are also
proven strategies and tactics that can mitigate these challenges and point ways of

overcoming anticipated challenges. Certainly for BEE programs the scope, scale and
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timeframes of the interventions are complex, as are the sets of stakeholders and

processes involved. Therefore as a general rule:

Firstly, it is important to define realistic expectations for assessments of BEE
interventions and recognize that learning will come from innovation and practice

rather than thinking and theorizing alone.

Secondly, that not ‘one size fits all' and selection of the most appropriate approach,

methodology, techniques and tools is required.

Thirdly, recognize that discussions about progress towards goals and debates about

what are appropriate indicators can be an instructive part of the planning process.

To that end, an important principle is to ensure that an M&E is considered alongside
program design and assessment and that an M&E system and plan is put in place which
clearly articulates how evaluation will occur throughout the project management cycle.
This Handbook offers strategies and tactics for practical implementation of effective M&E

activities that help address the challenges.

1.7 Key terms and concepts in M&E

What are the key terms for M&E?

When discussing the actual practice of M&E there is a number of widely recognized
concepts and terms. These terms have precise meanings and yet are often used in
everyday language in a much looser way. Terminology and definitions are open to
variation and debate and can vary in their specific use from one development

organization to another.

Table 1.5 provides some key terms and the generally accepted definitions. It is how the
terms will be used throughout the Handbook. These, combined with the additional
information in the Annexes should provide a good working knowledge of current practice
for M&E in BEE reform.
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Table 1.5: Key M&E Terminology

Inputs

Activities or
tasks

Outputs

Outcomes

Impacts

The resources that will be used including people, money,
expertise, technology and information to deliver the
activities/tasks of the project/program.

It is usual to monitor the inputs and activities providing
information for analysis and ultimately data for an evaluation .

The actions taken or the work performed as part of an
intervention. For example, the provision of technical advice,
training sessions, facilitation of meetings or events etc

Activities utilize inputs, such as funds, technical assistance
and other types of resources to produce specific outputs .
Essentially activities or tasks are what the project will ‘do’.

These are the immediate results derived from the activities
of the project. These outputs might be directly experienced by
those being targeted by the intervention e.g. training advice or
indirectly through outputs like reports, mapping of a situation
etc.

These are the short-term and medium-term results  of an
intervention’s outputs , usually requiring the collective effort of
partners. Outcomes represent changes in conditions that
occur between the completion of outputs and the
achievement of impact .

Reductions in the number of procedures or cost of registering
a business are outcomes from a business simplification
project.

It is usual to evaluate outcomes providing information for
analysis and ultimately data for impact assessment

Positive and negative, long-term results/benefits for
identifiable population groups produced by an intervention,
directly or indirectly, intended or unintended.

In the case of BEE interventions, impact would include
changes such as such as higher productivity, greater income
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and investment levels, and economic growth.

Impact Seek to capture impacts that have occurred and ideally to
Assessment ° differentiate those changes that are attributable to the
project/intervention from other external factors.

It can take place throughout the project program but usually
towards or after the end of a project/program and is
undertaken by those not involved in the project
implementation.

Baselines A set of factors or indicators used to describe the situation
prior to a development intervention and act as a reference
point against which progress can be assessed or
comparisons made. These are sometimes referred to as

benchmarks.
Indicators or A quantitative and/or qualitative variable that allows the
performance measurement and verification of changes produced by a
indicators or key development intervention relative to what was planned.
performance A typical outcome indicator for business simplification is the
indicators (KPIs) ‘change in the number of procedures needed to register a
business’.
Targets Indicators are a means by which change will be measured,

targets are definite ends or amounts which will be measured.

A target is an explicit statement of the desired and measurable
results expected for an indicator at a specified point in time.
Targets should be expressed in terms of quantity, quality and
time

Milestones Significant points in the lifetime of a project. A particular point
in the project by which specified progress should have been
made.

1% The distinction between evaluation and impact assessment reflects the distinction some development
partners and other guides make. For some, impact assessment is integral to M&E, for others it is a distinct
element. The use of results as a key term is becoming more prevalent. . This is discussed further in other
sections.
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Section 1: Introducing M&E for BEE

1.8 Key messages

Building and sustaining an M&E system is not easy — it requires commitment, time,
continuous effort, resources and ideally a champion to promote and prioritize the
importance of M&E. But it is possible and there is evidence from current practice that

efficient and effective M&E can be undertaken for BEE interventions.
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Section 2: Frameworks and Indicators for M&E

Section 2

Frameworks and Indicators for M&E

2.1. The Logical Framework approach

2.2. Results-oriented approaches

2.3. Understanding indicators

2.4. Selecting indicators and setting targets
2.5. Using core and comparable indicators

2.6. Key messages

Successful projects are usually well designed, focused on their purpose with clearly
articulated aims, objectives and actions. The same is true for the successful
assessment of programs and projects. It is important to have a clear framework and
plan of action for M&E activities that is incorporated into the overall project plans. This
section looks at how M&E can be effectively integrated M&E into project planning

through the use of tried and tested approaches and the development of key indicators.

2.1 The Logical Framework approach

A range of frameworks and systems exist for the planning and management of
projects. A widely used tool in the development community is the logical framework
approach (LFA) and the associated Log Frame (LF) ', as it is commonly termed, and

the underlying program logic model (PLM) (see Box 2.1).

Box 2.1: The Logical Framework Approach:
The Log Frame helps to clarify the objectives of any project, program, or policy

and improve the quality of M&E design. It aids in the identification of the

1t is useful to distinguish between the two terms: the Logical Framework Approach (LFA) and Logical
Framework (LF or Logframe). They are sometimes confused. The Logical Framework Approach is a
project design methodology, the LogFrame is a document. The LFA method was developed by Leon J.
Rosenberg, under contract to USAID in 1969.
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Section 2: Frameworks and Indicators for M&E

expected causal links — the ‘program logic’ - in the following results chain: inputs,
processes, outputs, outcomes, and impact. It leads to the identification of
performance indicators at each stage in this chain, looks at the evidence needed
to verify these indicators as well as the assumptions that underlie them and the

risks which might impede the attainment of results.

The Log Frame is so named because of the logic processes that underpin its creation
and format. This logic is explained and demonstrated through something called the
program logic model. This is a way of thinking about how the various components of a
project relate to each other to achieve impact and meet goals. The model is illustrated
in Figure 2.1. This shows that specified inputs are used in a project to produce or
undertake a series of activities which in turn deliver things such as advisory services,

training, and public awareness campaigns as part of programs and projects.

Figure 2.1: The program logic model  *2

These activities are intended to result in outputs (including coverage or “reach” across
specified beneficiary groups), such as reports, recommendations, training events, and
media coverage. In turn, these outputs are expected to yield certain outcomes in
terms of changes in knowledge, behavior and performance among beneficiaries in the
target population. Finally, it is anticipated that projects will generate development
impacts including such things as higher productivity, increased income, investment

and employment.

Many development partners use some form of the logic model to design, plan and

mange their programs. Recently the IFC have utilized the LF approach and developed

12 ||justration adapted from “Guide to Core Output and Outcome Indicators for IFC Technical Assistance
Programs”, G Batra, Results measurement Unit, SME Department, IFC.
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Section 2: Frameworks and Indicators for M&E

a series of logic models to underpin their PSD interventions including those for BEE.
Figure 2.2. shows the LF with typical activities outputs outcomes and impacts for IFC

BEE type of interventions.
How does the Log Frame help with Project Evaluation  ?

The LF and its PLM can provide useful frameworks and tools for evaluation work.
They can be used to demonstrate the role of monitoring, evaluation and impact
assessment and the specific points at which M&E should be undertaken in the
program or project implementation. Figure 2.2 illustrates the PLM for BEE reforms as
defined by the IFC.

Fig 2.2: BEE Program Logic Model for BEE reforms

As Figure 2.3 shows, monitoring work focuses on the progress and tracking of inputs,
implementation of activities and production of outputs. Evaluation tends to take place
at specific points/stages in a project and permits an assessment of progress over a
longer period of time. The focus is on tracking changes in relation to outcomes (with

reference to objectives) and impact, in terms of the project goals.
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Section 2: Frameworks and Indicators for M&E

Figure 2.3: The Place of M&E in the logic model

Also the LF, when presented in a table-like matrix format can be a useful way of

capturing both the content of a project together with the key components of the M&E
plan.

Table 2.1 summarizes a project and its key M&E feature in a systematic way showing:
what a project intends to achieve;
what it intends to do to achieve this and how;
what the key assumptions are in doing this; and

how the inputs activities, outputs, outcomes and impact will be monitored and
evaluated.

37



Section 2: Frameworks and Indicators for M&E

Table 2.1: The Logical Framework Matrix Structure

Program /Project Logic
at different levels

Goal/Overall Project
Objectives : What are the
wider problems which the
Project will help to
resolve? This is the
development impact to
which the project
contributes - at a national
and/or sectoral level.

Purpose/Objective
Outcome

What are the expected
benefits (or dis-benefits)
and to whom will they go?
What improvements or
changes will the project
bring about?

Project Outputs : The
direct measurable results
(goods and services) of the
project which are largely
under project
management's control

Project Activities : The
activities or tasks that need
to be undertaken to
accomplish or deliver the
identified project outputs.

Project Inputs

The resources needed to
deliver the project activities
(funds, people equipment
etc)

The matrix includes performance indicators

Indicators (OVIs), the Sources of Verification

Performance or

Obijective Verifiable
Indicators (OVIs)

The measures for
judging whether or not
the goal has been
achieved. Measures
of the extent to which
a sustainable
contribution to the goal
has been made.

Measures by which
achievements at the
end of the project can
be quantified -
indicating that the
purpose has been
achieved and that
these benefits are
sustainable.

Measures of the
guantity and quality of
outputs and the timing
of their delivery.

Implementation/work
program targets.

Implementation/work
program targets.

Sources of
Verification
(Sov)

Sources of
information and
methods used to
collect and
report on the
goal /overall
objectives

Sources of
information and
methods used to
collect and
report on
achieving the
purpose

Sources of
information and
methods used to
collect and
report on
achieving the
project outputs

Sources of
information &
methods used to
collect & report
on project
activities

Sources of
information to
report on inputs
are needed to
produce the
projects
activities

Assumptions or Risks

What are the external factors
needed to sustain the goal
achievement? What are the
risks that might prevent this
sustainable achievement?

What are the assumptions
and hence risks concerning
the purpose/goal linkage i.e.
achievement of the project
purpose towards the project
goal or overall objectives

What are the assumptions
and hence risks concerning
the output/purpose linkage.
What are the external factors
outside of the control of the
project which, if not present,
will restrict or stop the
project achieving its purpose

What are the assumptions
[risks concerning the
activity/output linkage? What
external factors are needed
to achieve the project
outputs?

What are the assumptions
[risks concerning the input/
activity/ linkages. What
external factors are needed
to achieve the project
activities

, sometimes called Objective Verifiable

(SoV)* for those OVils, and the

assumptions and risks considered that could work against achieving the objectives.

13 S0Vs is the term sued by the IFC but some others refer to Means of Verification (MOVs) which are the

same thing.
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Section 2: Frameworks and Indicators for M&E

2.2 Results-oriented approaches

Results-oriented measurement is a project planning and M&E approach developed
and used by GTZ™. This approach is a variant to the LF in the sense that it is based
on similar logic and uses some of the same terminology. However the approach

highlights two aspects of M&E activity that are different to standard LFs:

a) The focus on measuring ‘results’ throughout a project which are described and

linked by a causal impact chain; and
b) How impact is measured and attributed throughout the impact chain.
What are results and impact chains?

GTZ emphasize the use of the term of ‘results’ in their M&E although they do use the
LF terminology of activities, outputs and outcomes. The use of the term results
reinforces the view that benefits can be produced throughout the implementation of a
given program and not just towards the end of the project period. The different results
that are derived from the inputs, activities, outputs, and outcomes of a project are

linked through a logical process called a causal impact chain.

Like a Log Frame, the results-based impact chain also gives attention to activities,
outputs, outcomes and impact. As Figure 2.4 shows, starting from the core problem
inputs are used to launch activities that generate outputs . These are then utilised by
target groups or intermediaries (use of outputs), generating medium-term and long-

term development results i.e. outcomes and impacts

This results-based impact chain model is also translated into a matrix similar to the
Log Frame, for project planning and management as is illustrated by the Case
Snapshot 2.1 for GTZ's BEE work in Vietnam.

4 More information can be found at: http://www.gtz.de/de/publikationen/begriffswelt-
gtz/en/include.asp?lang=E&file=8 26.inc

! GTZ Results-based Monitoring Guidelines for Technical Cooperation Projects and Programmes May
2004 Unit 04 Corporate Development OU 042 Internal Evaluation
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Section 2: Frameworks and Indicators for M&E

Fig 2.4: GTZ Results based Impact Chain

The complexity of the
project determines the
location of the attribution

gap

Case Snapshot 2.1: GTZ Impact Chain for Sub Nationa | BE program in Vietham

In Vietnam, GTZ is implementing an SME Development program at provincial level to support four
provinces improve their business and investment climate — An Giang, Dak Lak, Hung Yen and Quang
Nam'®. The provincial action plans are based on three pillars: Improving the provincial regulatory
framework; assisting local stakeholders in implementing promotional policies and PPD and Strengthening
business and cooperative relationships between stakeholders of selected value chains.

The three pillars cover a wide range of activities, but are strongly related and are summarised in the
impact chain diagram below:

18 More information can be found at http://www.sme-gtz.org.vn
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Section 2: Frameworks and Indicators for M&E

What is the Attribution Gap?

The results-based impact chain is different in one important respect to the traditional
LF approach. It gives explicit acknowledgement of the challenges of attributing cause
and effect (or impact) to a given intervention, attempting to identify when the attribution
of impact to an intervention becomes compromised. The results based impact chain
starts the process of reflecting on the effect of an intervention from the outset and
continues to conduct evaluative review throughout, including the period that would be
described as monitoring in the LF. In Figure 2.4, up to the level of "outcome" the ability
to attribute or link changes directly to the intervention is relatively easy in most cases -
i.e. observable change can be demonstrated to be a direct result of the development

intervention.

Further up the impact chain, external factors that are not directly related to and/or
under the influence of projects and programs being assessed, increasingly come into
play and can have important influences on the changes that occur. At this point it is
explicitly acknowledged that observed changes in project target groups may not be
directly attributable to the project interventions and outputs. The point or level beyond
which the results cannot be directly linked to the intervention and benefits are ‘indirect’
is termed the attribution gap. The causal impact chain links the outcomes of
individual interventions to potential direct and indirect benefits. ‘Impact’ relating to
project goals tends to be seen as something that is measured at an aggregate level

i.e., the point at which there have been a series of related interventions.

The ‘attribution gap’ is contextual, depending on the complexity and scale of the

project being considered and as such can occur at different points in the causal chain.

These subtle but important differences in the way that different development partners
view and capture impact within their M&E frameworks are discussed further in section
4 and Annex 4.3.

How will the logic models and frameworks improve th e quality of M&E
processes?

Using a tried and tested form of LF*" will not only encourage a clarity of purpose and
practice for project implementation but will also provide the same for the nature and

form of project M&E to be undertaken. Training is often required to promote the

Y There are many web based and printed resourceBsinEach organisation will also have their own
guidance notes.

41



Section 2: Frameworks and Indicators for M&E

effective use of LFs. However, if used appropriately they provide an opportunity and

vehicle for engaging a range of partners and other stakeholders in a participatory

approach to M&E and communicating intent to a wider audience. There are strengths

and weaknesses in any approach. Table 2.2 summarises those associated with Log

Frames.

Table 2.2: The Strengths and Weaknesses of Logical ~ Frameworks.

Strengths:

Clarity of M&E indicators
methodology and assumptions

Encourages review of progress

and taking corrective action

Encourages participative
approaches by engaging partners
and stakeholders in clarifying

objectives and designing activities

Considerable good practice and

literature available

Assists in the preparation and
management of operational plans
for M&E

Weaknesses:

Of limited value if done in

isolation

assumptions of causality ,may be

weak

Can be counter-productive if
adhered to too rigidly

Sometimes difficult to

accommodate the unexpected

Needs some training/expertise to

design and use effectively

If not updated during
implementation, can fail to reflect

changing conditions
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Section 2: Frameworks and Indicators for M&E

2.3 Understanding indicators

Putting together a Log Frame or impact chain for a project involves identifying
performance indicators (or OVIs) which are going to help us ‘objectively verify’ whether
or not our interventions have achieved the intended activities, outputs, outcomes and

impact.

The fundamental challenge for the program manager is to develop appropriate
performance indicators which measure project performance. These indicators measure
the things that projects do, what they produce, the changes they bring about and what

happens as a result of these changes.

In order to choose indicators, decisions must be made about what to measure. Having
the right indicators underpins effective project implementation and good M&E practice.
Therefore time, effort, debate and thought should be given to their identification,

selection and use.
What is an indicator?

To measure something it is important to have a unit or variable ‘in which’ or ‘by which’
a measurement is made i.e. an indicator. In BEE work if the aim is to make registering
a business easier, then changes in the time taken and the costs of registering are

useful indicators of whether and how the intervention has made a difference.
What types of indicators do | need?

Firstly, there is need to distinguish indicators for different levels of assessment, that
is monitoring, evaluation and impact indicators. The former (monitoring) concern
tracking the progress of project implementation and primarily relate to inputs and
activities. The latter two (evaluation) relate to measuring the results of the project: the
outputs, the outcomes and ultimately, impact. Each aspect of implementing a project
or program has typical types of indicators illustrating performance at each project level

as Table 2.3 shows.
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Table 2.3: Typical indicators for different levels

Level of
indicators

Inputs/
Activities

Outputs

Outcomes

Impact

Typical examples

Human resources
Financial resources
Material resources
Training

Products
Recommendations/Plans
Studies/Reports
Legislations drafted

Change in knowledge
and/or behavior

Improved practices
Increased services
legislation passed

Increased sales
Increased employment
Increased profitability

of assessment

BEE Examples

Training for officers

Awareness events for
stakeholders

Mapping exercises

Mapping reports

Press releases

Written inspection reports
Awareness of various audiences
Training for stakeholders
Legislative drafting

Positive client feedback

Reduction in number of steps,
time and cost in a process

Increasing use of mediation
center/one-stop shop

Increased formalization
Increased exports/imports

Sustainability of mediation
center / one stop shop

% increase in municipal revenue

Indicators, wherever possible, need to generate consistent measurements. They need

to be selected or constructed so that when different observers measure performance,

they will come to the same conclusion. Different types and aspects of interventions

may require different types of indicators

or a combination of indicators.

2.4 Selecting indicators and setting targets

Table 2.4 sets out the main types of indicators that are used in evaluation work, how

they are used, and some observations on how they are used.®

18 Adapted from IFC Handbook on Project Thinking Tools prepared by University of Wolverhampton 2007
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It is important to use both qualitative and quantitative forms of data in your M&E

practice because each can bring a different perspective to the same event or change

and act as a check on the other sources as a means of verification or refute.

Table 2.4: Different types of evaluation indicators

Indicator
types

Direct

Indirect
(proxy)

Qualitative

Quantitative

Process

Cross-
cutting

Formative

Summative

Characteristics and use

For observable change resulting
from activities and outputs

Useful when the objective is not
directly observable e.g.
‘competitiveness’ is not a thing as
such but comprises a bundle of
performance criteria including an
increase in profitability, in turnover,
in range of products, % sales

A way of measuring levels of
participation, attitudinal change,
behavioral change; emergence of
leadership, access to political
processes, evidence of consensus
e.g. business satisfaction levels,
attitudes of officials, the experience
of women registering businesses

Can measure frequency, growth
rates, prices, e.g. numbers of laws
that need reform or reduction in the
cost of customs fees for exporting
or time taken to register a business

Allows measurement of how things
are being done; belief that better
implementation and real problems
and needs will be considered; often
qualitative

Often used to describe indicators
relating to gender, diversity,
environment

Set up within a timeframe to be
measure during a phase of
intervention.

Used to measure performance at
the end

Observations

May simply be a more precise and
operational restatement of the objective.

May be used instead of or in addition to
direct indicators e.g. improved
institutional capacity; where the cost of
directing measuring may be prohibitively
expensive. There must be a clear
relationship between what is being
measure and the indicator being used

Special effort and attention required to
get real value. It is generally easier to
measure behavior than feelings so need
to observe or measure how often things
occur e.g. a measure of confidence
might be how often someone speaks
and the reaction of the listener.

Often perceived as more reliable and
more useful for comparison as they are
‘countable’

Often subjective as means of
verification relies on personal
perspective™. Important means of
addressing diversity and inclusion.

Will still need to be direct, indirect,
quantitative or qualitative.

Sometimes used interchangeably with
milestones.

Formative and summative are terms
also applied to evaluations.

' The Public Private Dialogue Hand Book and the Strategic Communications Handbook both provide a
good source of evidence and examples of process indicators for BEE reform. See
www.ifc.org/ifcext/sme.nfs/content/BEE+toolkits
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Where do process cross-cutting indicators fit in?

Process Indicators:

M&E is inevitably focused on results and so what has been achieved tends to be the
priority. However, the process of how results are achieved is often as equally
important as the results themselves. For example, measuring the changes in attitudes
and commitment of the front line officers when reforming business registration
procedures may give insight into why the businesses are still reluctant to register

despite decreasing the time and cost of doing so.

Process-related aspects in evaluation can be more difficult to measure as it is harder
to predict when they will occur and who will be involved. Also processes can be
experienced and perceived differently by different stakeholders involved and this
needs to taken into account. However, these different perspectives can be illuminating

and important to consider.

Public Private Dialogue (PPD) work is an approach to BEE reform that does not
necessarily achieve change in itself but by systematically facilitating, accelerating or
cementing other initiatives. The focus for indicators at outcome and impact levels are
on levels of understanding and behaviour change and therefore likely to be qualitative
indicators. But as a facilitating mechanism we also need to gain insight into the
perception of the various stakeholders in terms of the dynamics of the process and the

responses to what is going on.

IFC have recently developed a Handbook on PPD?° which provides guidance on M&E

issues, including the selection of indicators.

The following example in Box 2.2 demonstrates how process can be by measuring the

perceived level of influence PPD  has had in the reform process.

2 |EC Business Reform Toolkits: The Public Private Dialogue Hand Book and the Strategic

Communications*°Handbook both provide a good source of evidence and examples of process indicators
for BEE reform.
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Box 2.2: Level of influence indicator for PPD

In looking at the level of influence that PPD is perceived to have had in achieving reform, the reform
process is divided into 16 steps and stakeholders are asked to score the role of PPD from 0 to 3 as
below:

The ratings of the level of influence is then cross checked against other data collected to counter
variations in perceptions between different stakeholders. Results can be summarized and visualized in
a table with colour coding to illustrate the evaluated impact of the PPD on the reform process of all the
regulatory or legislative changes it will claim to have contributed to

In this example, it is clear that the impact of the PPD on the reform process lies at the beginning of the
process, in identifying issues and organizing the consultation process during the drafting phases.

An excel-enabled version of this tool is available for download at: www.publicprivatedialogue.org

Communication is another are where process indicators are critical to measuring its
success?®’. The role of communication is increasingly recognised as important, both for
achieving developmental results and sharing knowledge about results with others. As
a result communication strategies are increasingly distinct and explicit components of

development projects and as such need to be evaluated.

L http://vww.ifc.orgl/ifcext/sme.nsf/AttachmentsByTitle/beetoolkitcom/$FILE/BEEtoolkitcom.pdf Strategic

Communications for BEE Reform: A guide to stakeholder engagement and reform promotion IFC BAH
2007
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Fig 2.5: Strategic Communications Toolkit

Cross-cutting indicators:

The activities of and results arising from development interventions can be
experienced and perceived differently by different stakeholders. Successful M&E take
this into account. Indicators must adequately reflect and capture the views and
experiences of different stakeholders. Table 2.5 gives some of the typical stakeholders

for BEE interventions.

Table 2.5: Typical Stakeholders for BEE interventio  ns

International

Public sector .
community

Private Sector Civil society

Local and foreign
investors

Small and medium
sized businesses
Large corporations
Financial institutions
Business
Associations,
Chamber of
Commerce
Professional
organizations
Individual business
leaders

Business women

President’s office
National and local
public institutions
Ministers and
advisors
Civil servants
Parliament
Political parties
Investment
commissions and
councils

National and local
NGOs

Trade unions

Academia

Citizen advocacy groups
General population
Consumers

Employees

National, local and
international media

Multilateral development
partners

Foreign governments
International
development NGOs
International media

In considering indicators for different stakeholders, it is important that to consider and

include those who may lose out as a result of the interventions well as those that will

benefit.
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Are targets the same as indicators?

The terms indicator and target are often used synonymously, but in fact, there is a

subtle but important distinction. Indicators are the means by which change will be

measured and targets are the ends.
Indicator : an increase in the proportion of businesses registering their business

Target: a 5% increase per month in the proportion of businesses registering their
businesses within 5 days

In the former example, determining the success of a reform in registration could be
attributed to any increase in registration no matter how small and over any given
number of days. Targets set the amounts of change to be achieved and measured and
the timeframe within which this will be achieved. So in the example — successful
performance will have occurred if there has been a 5% increase in businesses

registering in less than 5 days per month.

Indicators are more likely to be objective if they include elements of quantity, quality
and time (QQT). They ‘become’ targets when they incorporate all of these aspects®. If
we look at some typical output and outcome indicators for a business registration
simplification program we can apply targets.

Table 2.6: Indicators and Targets

Project output indicators
and targets

The production of a report with full mapping of
existing procedures by month 2

Target: report on all registration processes will be
produced and delivered in hard and electronic
copy to the team leader by March 31% 2007

Number of trained individuals in technical
workshops by month 10

Target: At least 40 officers — 10 from each of the 4
core partners will have successfully competed the
three core workshops by September 30" 2007

Project outcomes indicators
and targets

Number of laws/regulations changed because of

reform work by month 10

Target: At least 25% of those regulations deemed
‘redundant’ will have been cut by September 30"
2007.

Reduced cost and time of registration in each
process under reform by month 22

Target: There will have a been a 50% reduction in
time and 25% reduction in cost of registering a
business in X by the September 30" 2008

Sometimes there is insufficient data to develop targets at the early stages of a project

and it would be a fundamental mistake to do so and make up unrealistic targets.

Z |t is not possible to ‘QQT’ every indicator, for example, an indicator that captures the change in attitudes
of government officials about reform or changes in officials attitudes to businesses as customers of their
service.
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Therefore it is entirely acceptable to present indicators without targets in an early LF.

The important thing is that the LF includes indicators that measure the elements of

change that are likely to happen. Once approval has been given and the intervention

is underway indicators can be checked with partners and stakeholders and targets can

be constructed and agreed.

What makes a good indicator?

Having selected the type of indicators to use with your M&E it is important to check

that they make sense and work in practice. Training manuals and M&E workshops will

often use the mnemonics SMART and SPICED. This is intended as a checklist for

assessing the construction of indicators.

Indicators used for gathering performance informati on should be...... SMART

S

M

R

T

Specific: Reflect what the project intends to change and are able to assess
performance

Measurable: Must be precisely defined; measurement and interpretation is
unambiguous. Provide objective data, independent of who is collecting data. Be
comparable across projects allowing changes to be compared.

Attainable: Achievable by the project and sensitive to change. Feasible time and money
to collect data using chosen indicators. Available at a reasonable cost

Relevant: Relevant to the project in question.

Time bound: Describes when a certain change is expected.

Indicators used when collecting subjective informat ion should be..... SPICED

S

Subjective: Contributors have a special position or experience that gives them unique
insights which may yield a high return on the evaluator's time. What may be seen by others
as 'anecdotal' becomes critical data because of the source's value.

Participatory: Indicators should be developed together with those best placed to assess
them. This means involving the ultimate beneficiaries, but it can also mean involving local
staff and other stakeholders.

Interpretable: Locally defined indicators may be meaningless to other stakeholders, so
they often need to be explained.

Cross-checked: The validity of assessment needs to be cross-checked, by
comparing different indicators and progress, and by using different informants,
methods, and researchers.

Empowering: The process of setting and assessing indicators should be empowering
in itself and allow groups and individuals to reflect critically on their changing situation

Disaggregated: There should be a deliberate effort to seek out different indicators from a
range of groups, especially men and women. This information needs to be recorded in such
a way that these differences can be assessed over time.
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2.5 Using comparable and core indicators

Why does it matter who sets the indicators?

Who sets indicators is fundamental, not only to ownership and transparency, but also
to the effectiveness of indicators chosen. M&E specialists may feel that M&E experts
are best placed to set indicators. In this way, they can be more confident of the

construction achieving the primary purpose of:
Ensuring the right things are measured — relating the goal and the target group.

Achieving a means of comparing results — to other projects in a given place and

time or different places and times.

To be transparent about the basis on which performance is being measured and

judged.

Others believe that more appropriate indicators are developed through a participative
process of development with intervention partners and stakeholders. This is likely to
achieve greater ownership of the results f the intervention. The insight of a local view
may bring the added benefits of a greater commitment to collecting the required data,
understanding of the importance of accuracy and timely collection and help to build

local evaluation capability and capacity as noted in section 1.

Ideally, both views can be incorporated. One way of achieving this is to have a set of
core or common or comparable indicators that have been developed by the experts
to allow for cross project and or country comparison and then customized indicators

developed through local participative processes of analysis and design.

Are there BEE indicators that could be standardized across interventions

and agencies?

The development of core indicators is one way to provide a basis for comparison and
the creation of benchmarks. Some development partners are setting out to standardize
the use of indicators across their own projects. Both IFC and GTZ are well advanced
in this respect. For example the Results Measurement Unit at IFC has produced a
practical guide? which presents a core set of mandatory output, outcome and impact

indicators for the IFC five Business Lines — Access to Finance, Business Enabling

% «Guide to Core Output, Outcome and Impact Indicators for IFC Advisory Services Programs” March
2007 G Batra.
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Environment, Environmental and Social Sustainability, Infrastructure, and Value
Addition to Firms®* . The 25 core indicators for the IFC BEE business line are given in
Table 2.7. The Annex 2.2 gives the definition of each of those indicators.

Table 2.7: IFC Core Indicators for BEE reform progr  ams?>:

Output indicators

Outcome indicators:

** http://www.ifc.org/ifcext/rmas.nsf/Content/Standardindicators
% As of April 2008
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Number of investor inquiries in targeted sectors leading to an investment

Score obtained by Investment Promotion Intermediary on IP performance
review

Number of formal jobs

Value of aggregate private sector savings from recommended changes (US$)
Value of investment/financing facilitated by advisory services (US$)

Value of funds released through ADR (US$)

Outputs are closely related to project deliverables. They include recommendations
and amendments to laws and regulations, trainings, and consultations which can be

counted.

Outcomes capture the implementation of program recommendations. In the
intermediate term, they relate to evidence of recommendations and action plans being
implemented, laws and regulations amended and passed, organizations improving
their operations, and improved procedures. Data can be sourced from the regulatory
agencies that are implementing the regulatory and/or process reform and verified by

business surveys or focus groups.

In the longer term, outcomes can be viewed from both the government (public welfare)
and the enterprise perspective and are typically seen in terms of reduced steps, time
and cost of gaining the registration, license or permit, or complying with the regulatory
procedures. They can also capture reduced risk through the reduction in delays and
reduction in corruption. This in turn leads to quicker and cheaper registration and

increased levels of compliance with regulatory systems.

The impact of business regulation reforms is the contribution to economic growth in
the formal economy via the improved business enabling environment. Indicators
include the aggregate cost saving enjoyed by businesses through the improved
regulatory environment, productive private sector investments (i.e., foreign direct
investments, gross fixed capital formation) and the number of formal enterprises and

jobs (formalization).

At the IFC ,depending of the BEE products being deployed in a project, project officers

are now required to use the mandatory indicators listed above. The matrix hereafter is
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used to match core indicators with specific BEE products. The letter “c” in the matrix

indicates that the indicator is “core” for a given BEE product.

Fig 2.6: BEE Product — Indicator Matrix:

In addition to these core indicators there are additional indicators that might be
relevant to specific types of programs and especially relevant at the outcome and
impact levels. The indicators chosen for a specific project will be dependent on the
nature of the intervention (and also any requirements from the supporting donors and

other key stakeholders.

For instance, different industries are usually regulated in different ways. For example,
the chemical industry will involve different legislation and regulations than say those in
the garment sector. Hence industry-specific reforms may include a suite of regulatory
reforms in reference to a particular industry/sector. Additional indicators will need to
capture the outcomes and impact on the industry itself and associated increases in

productivity, growth (for example via exports) and investment.
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Alternatively, business tax is a specific type of business transaction within the BEE,
where reform measure might include improvements to tax policy (e.g. reduction in
standard corporate income tax (CIT), or elimination of tax holidays), and/or changes to
tax administration (e.g., allowing more statutory deductions for CIT). As a result of tax

reform, we would expect to see a reduction in Marginal Effective Tax Rates (METR)*

Examples of additional indicators for these types of specialized regulatory reforms are

given in table 2.8:

Table 2.8: Additional sample indicators for industr y-specific reform:

Outcome indicators: Impact indicators:

Number of days saved in obtaining a
license in the sector/industry

Number of procedures
streamlined/eliminated in the
sector/industry

Number of days to export/import in the

Number of new formal jobs in sector /
industry (expected job creation)

Number of new investments attracted /
expected in the sector/industry

% of sector/industry share of GDP
Value of country exports/world exports

sector/industry

Total cost to export/import in the
sector/industry

% capacity utilization in the
sector/industry

% of sales/exports returned or
discounted in the sector/industry

Number of new business generated
(contracts/ investment/ subcontracts/
new registration in sector) in the
sector/industry

Number of sector specific licenses
issued

Value added per employee per hour

% of sales increase for companies in
sector/industry

% The METR measure the degree to which additional income is taxed. It is a useful measure for
evaluating the financial incentives to engage in activities which will generate or increase income.
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Table 2.9: Additional sample indicators for tax ref ~ orm

Outcome indicators: Impact indicators:
Change in mandatory VAT threshold Private fixed gross capital formation
Number of firms registering for VAT on (as % of GDP)
voluntary basis % increase number of firms registered
Number of tax payments per year for tax
Time required for tax compliance ;%) increase in number of firms paying
ax

Cost required for tax compliance

Risk of delay of refund beyond specified
time (% of firms)

Risk of severe fines/sanctions (% of
firms)

Reduction in METR

What are the advantages and disadvantages of core i  ndicators?

Using core indicators has distinct advantages. They provide an objective and
comparable basis for assessing performance and therefore provide a solid foundation
for management decisions. The comparable dimensions mean that core indicators can
be used for benchmarking and facilitating learning within the donor institution and

external stakeholders.

However, there are also challenges and limitations to using core indicators. One of the
main arguments is ‘our situation is different’ and that core indicators do not address
country-specific objectives. They are seen as a very ‘top down approach’ imposed on
field offices and projects and do not promote local stakeholder ownership in projects or

their evaluation.

A major issue for BEE programs is that core indicators, especially for outputs and
outcomes, typically use counting techniques. For example, an outcome for a business
regulatory reform program is the number of revised laws passed. An issue arises when
this type of indicator is used comparatively, perhaps to compare progress in different

countries. Does this really compare like with like?

In one country a major piece of law may need adjustment to reduce cost and time in
business licensing procedures. This could be counted as ‘1’ as an output indicator. In a
neighbouring country, the legal framework for business regulations could look quite

different, and the reform intervention in this case has required multiple small legislative
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changes. In this case, the output indicator is for example, 6. But, does this then

compare like with like? What is the magnitude, or ‘quality’ of the indicator?

In this respect, core indicators will only tell some of the story. They are important for
developing benchmarks and for donor oversight of reform interventions. However, they
must be contextualised and complemented by additional customized (or bespoke)
indicators and other monitoring information. This will be discussed in more depth in

Section 3.
Are core indicators the same as ‘comparable’ indica  tors?

With the stronger orientation of monitoring systems towards impact and development
results, there has been a strong push by some organisations within the donor
community to develop internationally comparable evaluation indicators. The aim is that
different types of aid interventions will have ‘results’ indicators that are typical or

common to that field of intervention and BEE reform is no exception to this.

One of the most commonly used universal set of indicators in the field of BE reform is
the World Bank’s Doing Business 2’ (DB). These are measured on a regular basis
for 175 countries and hence provide a comparable and consistent dataset of indicators
on various aspects of the BE and changes in the conditions for doing business in these
BEs. Examples of how the DB indicators are used in practice can be found in the case
studies. Figure 2.6 gives a list of the indicators. The findings from DB are available
electronically from the website where reports and tools for exploring DB in different

countries can be accessed.

Fig 2.7: World Bank’s Doing Business Indicators %

2 http://www.doingbusiness.org/
28 hitp://www.doingbusiness.org/)
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Such data provides an accessible source of baseline conditions for many different BEE
interventions (see discussion on baselines in section 3). It is also important to
understand the methodology behind the DB indicators in order to know their
applicability as an outcome indicator for a BEE reform intervention. DB is premised on
time and cost of complying with various business regulatory procedures. The
indicators are composed from extensive research from lawyers, consultants and
governments in order to cross check the accuracy of this data. Countries are then

‘ranked’ according to the ‘ease’ of doing business in each of these areas.

While the DB indicators are used widely, they do have their limitations. (See Box 2.3).

Box 2.3: Limitations of the Doing Business indicat ors
The collected data refer to businesses in the country’s most populous city and may
not be representative of regulatory practices in other parts of the city

The data often focus on a specific business reform — a limited liability company of a
specified size — and may not be representative of the regulation on other
businesses, for example, sole proprietorships

Transactions described in a standardized case study refer to a specific set of issues
and may not represent the full set of issues a business encounters

The measures of time involve an element of judgment by the expert respondents.
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When sources indicate different estimates, the time indicators reported in Doing
Business represent the median values of several responses given under the
assumptions of the case study

The methodology assumes that a business has full information on what is required
and does not waste time when completing procedures. In practice, completing a
procedure may take longer if the business lacks information or is unable to follow

up promptly.

DB indicators are an extremely important, useful and powerful indicator. However, both
their strengths and limitations must be understood in order for them to be used most
appropriately and to effectively add value to M&E work. Ideally the DB indicators
should be triangulated with primary data and also qualitative indicators and methods to
capture perceptions and experiences of diverse stakeholders as well as the

procedures associated with BEE reforms.

Case Snapshot 2.2: Using Doing Business Indicators in Tanzania

The Tanzania Business Environment Strengthening program, BEST, illustrates the
limitations of relying on DB indicators to track reform outcomes. Doing Business uses
incorporated businesses as the unit of analysis. However, in Tanzania, very few
companies are ‘incorporated’, and this means they aren’t required to obtain a full trading
licence but can register instead with the local authority.

While DB indicators provide an important litmus test and ‘indicator’ on the overall state of
the regulatory regime, they won't necessarily reflect the changes produced through
reform efforts.

In these cases, it is important to provide customized indicators which track the actual
effect of program reforms using simple surveys or case studies.

Source: Technical Advisor, BEST Program
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2.6 Key messages
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Section 3

Conducting Baselines and Collecting Data

3.1. Establishing baselines
3.2. Accessing and using secondary data
3.3. Collecting and using primary data

3.4. Key messages

Effective monitoring and evaluation requires the collection of baseline data for selected
indicators (indicators are discussed in section 2). These should be updated as the
project progresses. The major challenge is the different types of activity that typically
make up BEE reforms coupled with the variability, limited availability and poor quality

of available data.

The process of collecting primary data on a routine basis and upgrading the quality of
existing data is often constrained by the costs of both time and finances. Data
collection and analysis require substantial financial resources, technical skills and time,
all of which are typically in short supply in many less developed countries. There is a
need to carefully manage which indicators are measured, the type of data required to
assess progress, the availability of this data, how it will be collected, the frequency and
format of monitoring activities (collection, reporting, workshops, reviews, meetings) and

who participates.

This section will look at the ways of establishing baselines, doing surveys, sourcing

and collecting data.

3.1 Establishing baselines

Why should | do a baseline survey?

Good monitoring is the foundation upon which evaluation and impact assessment is
based. The most critical element, especially for impact assessment, is the
establishment of baselines against which change can be measured. In Section 1.7 we

defined baseline as: a set of factors or indicators used to describe the situation prior to
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a development intervention which acts as a reference point against which progress can

be assessed or comparisons made.

For example, in a project that aims to reform the regulatory procedures for import and
export, an initial assessment of the current procedures and processes must be
completed. This is also the case for business registration, local level licencing, sectoral
licencing, inspections or tax regime reform. There may be a variety of perspectives on

what the situation is and what changes need to happen.

A second measurement should occur when results can or should be expected (e.g.
after 6 months) following the implementation of the streamlined process. This
measurement is intended to determine whether the changes made have actually

resulted in improvements.

It is worth noting that many performance indicators may display a “J-curve” effect
(showing a decrease prior to an increase) where for example the number of companies
registered initially decreases (because of the weeding out of “dead” companies) or
financial performance deteriorates before improving. Careful tracking of indicators from
the early stages of the reform intervention will allow the capture of the real baseline
data®. Project teams will therefore need to ensure that performance is measured from
the very inception of the reform initiative to guarantee that performance targets are
met. In order to determine whether a reform process has been successful, it is
necessary to conduct an evaluation by essentially taking a ‘before’ and ‘after’ snapshot

of performance. This aspect of evaluation is discussed in more detail in Section 4.

Establishing the current or prevailing situation should be part of developing a project
proposal or a project design after approval. Establishing baselines is in fact a typical
activity undertaken as part of project identification where analysis of the problem is
undertaken. Typically in BEE reform an intervention may start with a period assigned
to ‘diagnostics’ which entails detailed analysis (both qualitative and quantitative) of the
nature and magnitude of the problem. This is commonly thought of as part of the
implementation activities and is often funded as a separate activity rather than part of
M&E. However, project diagnostics are also an essential part of the M&E process and

should be integrated into the M&E framework as baselines.

Box 3.1 looks at the need for a robust baseline.

2 IFC, (2006) Reforming business registration regulatory procedures at the national level, pp84
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Box 3.1: Why is a robust baseline essential for M&E ~ ?

Quantitative benchmarking of indicators

Data on hard facts and perceptions

A framework for monitoring program activities

An analysis of structural and performance data of sampled enterprises

A basis for monitoring implemented policy and regulatory reforms of partner
institutions

Analysis and ranking of actual and perceived business constraints
A foundation for an impact monitoring system for partners.

What are the key features of a good baseline?

It is important to get baseline data in place as soon as possible, although sometimes
indicators can only be agreed after some initial stakeholder consultation work has been
concluded (as discussed in section 2). This can delay getting a baseline established.
One way to mitigate is to maximize the use of existing data, including the Doing
Business indicators®, previous research studies by academics, previous donor’s

interventions, records of partner institutions, and enterprise surveys.

The scope of coverage of the baselines can be scaled up or down depending on what
data is available and the budget allocation. As previously noted, the baseline may be
closely related to diagnostic activities within the project. For example, if a mapping of
the regulatory process is undertaken up-front to determine what reforms should be
implemented or a time and cost assessment for a particular regulatory procedure, such
as business registration. Current practice is discussed later in this Section entitled

‘regulatory baselines’.

As discussed in section 2, it is vital to include data on both quantitative and qualitative
indicators aiming to capture the starting points on facts, processes and attitudes. In
this section, we explore the use of a range of primary data collection methods including
focus groups, surveys and one-to-one interviews. It is recognized that comprehensive
enterprise surveys (discussed in later in this Section) are expensive. If the budget is

constrained, a series of well structured focus groups with a business representatives

30 http://www.doingbusiness.orqg/
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acting as key informants for the private sector can be used to provide an adequate

baseline if the information is recorded in suitable manner.

To maximize the value of a baseline, it could also be used to engage stakeholders in
the reform project. Involvement of the private sector and local businesses and
dissemination of baseline results can encourage buy-in to the reform process. Some
examples of baseline surveys that have formed the basis for monitoring systems are

profiled in the case snapshots below.

Case Snapshot 3.1: The City Competitiveness Survey  in the Philippines

The Cities Competitiveness Ratings project (PCCRP) is the flagship M&E tool for the enabling
environment component of the GTZ Small and Medium Enterprise Development for Sustainable
Employment Program (SMEDSEP) project in the Philippines.

The survey is the result of collaboration between SMEDSEP and the Asian Institute of Management
(AIM) Policy Centre. The survey compares cities on several core ‘competitiveness’ drivers based on
70 indicators which include measurements of the cost of doing business.

The SMEDSEP is fortunate in having significant in-country capacity for conducting surveys and
monitoring development interventions through a local partner organization and the ability to create an
objective source of information independent of the program.

> More detail is provided in Annex 1: Case Study on Philippines

Source: Vahlhaus. M (2007): Participatory Management of Development Results — GTZ BEE
Program in the Philippines, Smartlessons in Advisory Services, IFC

Case Snapshot 3.2: Presenting the enterprise baseli  ne survey in Laos

In the GTZ program, the Human Resource Development for a Market Economy’ (HRDME) in Lao
PDR, a commitment to widely communicating baseline results has resulted in regular briefings for the
media to communicate the need for change and the economic benefits expected.

Source: Matzdorf, M (2007): Smart Lessons: Impact Monitoring of the GTZ Program ‘Human
Resource Development for a Market Economy’ (HRDME) in Lao PDR, Smart Lessons in Advisory
Services, IFC
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Case Snapshot 3.3: Extending the enterprise survey in Lima.

The IFC Office for Advisory Services together MIT Poverty Action Lab, designed and implemented a
survey at the outset of the Lima Business Licensing Simplification project. In 2005 and 2006, the IFC,
together with a local partner administered the enterprise survey as part of the evaluation project. The
largest private sector organization in Lima, (CONFIEP) is now interested in financing and implementing
similar semi-annual surveys of registered firms to have empirical information about the pace of the
reforms, and if necessary, advocate for its sustainability.

> More detail is provided in Annex 1: Case Study on Peru

Source: Smart Lessons in Advisory Services: How the project evaluation results don't just go to a shelf.
Business licensing simplification in Lima, Peru.

What type of baselines do | need?

Methodologies and practice for establishing baselines are well established for BEE
projects which focus on reforming business regulations and there is clear good
practice for gathering baseline data which can be adapted according to the nature,
scale and context of project. A BEE regulatory reform can develop regulatory,

performance and enterprise baselines. These are looked at in detail below.
Regulatory baselines

A regulatory baseline, or regulatory mapping exercise, collects data on the current
regulatory system (which could be for registration, licencing, inspections, taxation, or
any other business regulation). This type of baseline is similar to what is captured in
the Doing Business surveys. As noted previously, the World Bank Doing Business
dataset is a valuable international benchmarking tool and gives a good indication of a
country’s business regulatory regime relative to other countries. However, it will
typically not capture the level of detail required by a program team, especially if the
program is focused at the sub-national level, at sector or industry level, or from the
perspective of MSMEs. A thorough regulatory baseline should therefore map out the
regulatory procedure in detail. This will provide the starting point for a rigorous ‘Before

and After’ assessment (see Section 4.3) and is therefore a crucial part of M&E.
Box 3.2: Key components of the regulatory baseline

A legal assessment of official regulations and procedure to compile an inventory

of current relevant laws and regulations.

A detailed integrated analysis or mapping of the current official framework and
processes for regulatory procedures, including the official cost of the procedures
and the number of steps, based on information and observation from the

implementing regulatory agencies
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Regulatory process mappings can capture the process for different procedures or for
the same procedure but different types or sizes of firm. This task may be done within
the program team, or specialized assistance, for example a combination of

international and local legal experts could be hired.

The regulatory baseline is crucial for understanding the nature of the regulatory
process and as noted, is an important aspect of project diagnostics. It is also a useful
tool for defining the nature of the reforms required and the setting of targets as

demonstrated in the examples below (figures 3.1 and 3.2):

Fig 3.1: Mapping for Business Regulation Simplifica  tion in Egypt
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Fig 3.2: Company registration in Sierra Leone
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Performance baselines

In addition to designating a baseline for the regulatory procedures, it is also important
to gather baseline data on current business regulation performance. For typical
regulatory reform interventions, this could include performance indicators such as (but
not limited to): the number and rate of businesses registered; the number and rate of
licenses or permits issued; the number of inspections conducted during a designated
time period; the rate of compliance (with any annual return requirements) and various

rations of numbers tax registered firm to the amount of tax collected.

The data records will need to be comparable given the range and diversity of business
regulations and their application. In the case of business licenses for example, firms of
different sizes and engaging in different types of business are likely to apply for
different numbers and types of licenses which may have different procedures and
requirements. It will be important to clarify the number of business activities subject to
licensing in a particular country. Following this, it may be appropriate to compile an

aggregate performance indicator which works across these different categories: i.e.,
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the percentage of businesses whose license applications are not processed within the

legally mandated maximum time periods for each license.

It is worth noting that the ease of compiling business registration data for example will
be highly dependent on the record keeping of the regulatory agencies. If there is
limited computerization, this may require trawling through paper—based registries. If
local records are inadequate, some simple low-cost surveys of local firms could be
used to calculate proxy indicators. This task could be carried out by the program team,
a local consultancy or business graduates could be hired and supervised by

international survey experts.

In addition to the direct performance indicator baseline discussed above, it is also
useful to establish a baseline for the operating efficiency of regulatory institutions.
Examples include operating costs (which may be broken down into staff and
equipment), fee income, investment in upgrading and staffing levels, and ratios linking

them.
Enterprise baselines

While the regulatory baseline and DB indicators capture the legal structure of business
regulations, they do not capture the perception and experience of businesses subject
to regulation. These are customer-satisfaction indicators. An enterprise baseline is
complementary to a regulatory baseline and will provide first-hand accounts of the
challenges facing entrepreneurs in firms of different sizes and from different sectors
which may not be captured in existing national studies. Data on the experience of
processes and also perceptions can be collected directly from a sample of firms. This
is typically referred to as a Business Climate Survey (BCS) or enterprise survey, and is

often used to specifically capture the perceptions and experience of MSMEs.

An enterprise survey will attempt to measure the costs of bureaucracy in terms of
management use of time and cost, corruption issues (money spent on bribes, informal
payments and facilitation fees), and the level of bureaucracy (cooperativeness of

public servants, degree of satisfaction with public sector services).

Appropriate surveys are costly and logistically not easy to do. But economizing on this
could be a false economy. A sound business climate survey can be a useful, if not a
critical, instrument for strengthening the business reform agenda. The higher cost can
be justified by the multiple use of the survey i.e., beyond being a baseline for M&E

purposes.
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Box 3.3 : Benefits of an enterprise survey

Provides official cost of the procedures and the number of steps involved in
the process.

Monitors not only progress of the project with regard to its impact on the
business climates, but can be made available for the public and the use of
other development partners;

Produces facts for a private-public dialogue and media briefings and feeds
them into the political and civic process;

Help prioritize facts through empirical cross-checks which can be used for
project steering and political discussions;

Builds visibility for the donor;
Build capacity for a new local team;
Motivates government and stakeholders to reform.

Significant planning is required to design, manage and undertake an enterprise survey.
To update the enterprise baseline, it will be necessary to collect interim feedback from
enterprises on their knowledge and understanding of new or revised regulatory
requirements of procedures, their satisfaction with the reforms, and whether there is
still corruption in the system for regulatory compliance (i.e., through payment of
unofficial transaction costs). A repeat survey should match the conditions of the
original baseline survey to ensure comparability. However, if resources are limited, this
data can be collected using a small-scale ‘satisfaction’ survey of enterprises that
completed new procedures in the last 12 months, a focus group or one-on-one
interviews with a sample of firms who have gone through the new regulatory

procedure.

Annex 4.1 provides some guidance on the five key steps of undertaking an enterprise

survey, namely: plan, design, administer, interpret and disseminate®.

A series of case shapshots below illustrate how enterprise surveys have been used in

practice for a range of BEE reform interventions.

31 Kaufman, F (2007) “SmartLesson: Key to Success, a Sound Business Climate Survey”. Smart Lessons
in Advisory Services, IFC
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Case Snapshot 3.4: Capturing impact through an ente  rprise survey in Lao

The Human Resource Development of a Market Economy, (HRDME) Program in Lao PDR is being
delivered by GTZ to improve the conditions for business and investment. A key feature of the
program is its cooperation with key players from the private sector — namely National Chambers and
business associations — and with the Government.

The monitoring of program effects is based on a biennial enterprise survey, the first of which in 2005
generated benchmarks of chosen indicators. The Enterprise Baseline survey in 2005 was designed to
serve four principle purposes: Quantitative benchmarking of indicators; Collection and analysis of
structural and performance data of sampled enterprises; Analysis and ranking of actual and perceived
business constraints; and Laying the foundations for: targeted private sector/SME development
interventions; and an impact monitoring system for Lao partner organizations.

The concept for the follow up survey in 2007 is to maintain — as much as possible — the questionnaire
and the sample in order to track changes in business and investment performance of sampled
enterprises during the past two years. It should trace the influence of economic policy and regulatory
reform as well as the impact of specific support activities of the HRDME. It will also facilitate the
drawing of conclusions for effective promotional or regulatory reform efforts.

Source: Matzdorf, M (2007): Smart Lessons: Impact Monitoring System of the GTZ Program ‘Human
Resource Development for a Market Economy’ (HRDME) in Lao PDR, Smart Lessons in Advisory
Services, IFC

Case Snapshot 3.5: Mozambique provincial business ¢ limate survey fosters
competition for reform

In Mozambique, GTZ is undertaking local level private sector development and has undertaken
business climate survey in the provincial governments of Inhambane, Manica and Sofala focusing
specifically on SMEs. The survey was designed to capture baseline and monitoring data on
corruption issues, the cost and level of bureaucracy.

The survey results have provided concrete inputs for provincial PPD and allow the provinces to
compete and benchmark with best provincial practice. Provincial governments compete like the WB
Doing business ranking on a sub-national level. The survey has created interest by bringing in this
element of regional competition and allowing in-country benchmarking in order to stimulate local
actors and identify champion regions

The survey results will be used for the first time in the provincial conferences at the end of 2007. For
project steering purposes, the survey results will have impact on the prioritization of project activities
in the provinces for 2008”

Source: Kaufmann, F (2007) Smart Lessons: Key to Success, a Sound Business Climate Survey.
GTZ

Case Snapshot 3.6: Rolling out the enterprise surve vy in Eastern Europe
The IFC Private Enterprise Partnership for Eastern Europe & Central Asia (PEP) has developed a
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SME enterprise survey instrument, originally used in Ukraine, on the basis of standard instruments
used in the World Bank Group. The focus has been on measuring regulatory costs incurred by
businesses during start-up and operations. As such, it provides in-depth assessment of specific
regulatory procedures. The key strength of the IFC-PEP survey is its relatively large sample size,
which gives a representative picture of the business climate, and results in a relatively small margin
of error. The key weakness is the amount of time it takes to prepare and conduct each survey and to
professionally publish the findings — the typical schedule is around 10 months.

The PEP team argues that conducting an enterprise survey does not have to be expensive.
According to the Independent Evaluations Group at the World Bank, PEP SME surveys are up to 10
times more cost-efficient than BEEPs: PEP surveys cost between $10 and $30 per respondent
compared to $100 per respondent for BEEPs which uses both surveys and face to face instruments.

Costs can be kept down if questionnaire development is managed by the local team working on the
ground with overall quality control coming from the program. Local contractors conduct the fieldwork
which should be monitored by program staff in country. By building local capacity and not using
expensive consultants in standard situations, then costs remain reasonable.

Source: Liepina, S, Nicholas, D & Novoseletsky, E (2007) Smart Lessons: Key Benefits of Enterprise
Surveys for Improving the Business Enabling Environment, Smart Lessons in Advisory Services, IFC

Case Snapshot 3.7: The IFO Export Climate Survey in ~ Mongolia

The GTZ funded Export Climate Survey, Mongolia, has been developed by experts from the IFO
institute for Economic Research. Conducted on a yearly basis, it covers companies operating in
mining, manufacturing, tourism, transport and trade sectors

The monitoring of export-oriented companies aims at identifying the most important obstacles to
exporting as seen by entrepreneurs. Rather than providing a ‘one shot in time’ static picture, it is
designed to show the process of change over the years by replication with the same sample of
entrepreneurs every 3 months.

The methodology is based on consecutive (periodical) qualitative surveys. The questions are not
designed to collect precise figures, but rather provide information on opinions and directions of
change on the importance of obstacles to exporting and export and conditions. As no precise
quantitative figures are generated, the preferred statistical method is not the selection of a random
sample for each survey, but to build up a panel of respondents that remains relatively consistent over
the course of the survey period. This is considered adequate for monitoring changes in opinions
related to export conditions. The ILO found that entrepreneurs are more prepared to correctly answer
qualitative than quantitative questions.

Source: GTZ (2005, 2006): Series on Industrial and Trade Policy, Export Climate Survey, Mongolia

Case Snapshot 3.8: The South Africa Small Business Taxation Survey

The DFID / FIAS Africa: Multi-Country Study of the Effects of the Tax System on Growth was initiated
in 2005 to investigate the burden of taxation in several African countries. The focus was to calculate
the marginal effective tax rates imposed on typical businesses, its impact on growth and investment,
and the effectiveness of the revenue authority. South Africa was among the first of these studies.

The project interviewed many knowledgeable stakeholders including tax officials, private accounting
and audit professionals and business owners but found in addition, a rigorous survey was required to
provide a robust statistical estimate of average compliance costs which could establish a baseline
against which the impact of future reforms could be measured.

A study of compliance costs for Business Taxes was designed to measure the time and cost burden
on small businesses associated with the administrative compliance with business taxes and the
perceptions of relatively firmly established informal businesses about tax compliance costs and their
decision about whether to formalize,

The survey was structured in three parts:

A survey of tax practitioners — the professional accountants and bookkeepers who provide tax
preparation services for small businesses on a fee-for-service basis (completed in 2007).

A direct survey of small formal businesses
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A direct survey of informal businesses.

Using a web-based survey of intermediaries, the survey was a very cost—effective approach to M&E
both for the Treasury and the South African revenue Service.

The latter two surveys, due to start later in 2007, will be conducted by telephone and face-to-face
and are expected to validate the web-based survey of tax practitioners, but are relatively slower and
more expensive, thus less likely to be repeated as frequently as the web-based tax practitioner
survey.

Source: www.fias.net

Case Snapshot 3.9: The Tajikistan SME Business Environment Survey

The IFC SME Business Environment Survey in Tajikistan was first undertaken in 2002. The survey
analyzes the current situation of a sample of more than 2,500 respondents among small and medium
companies, individual entrepreneurs, and dehkan farmers. In addition to the economic outlook of the
sector, the survey critically analyzes a number of administrative procedures that entrepreneurs faces
in starting up or running their business (i.e. licensing, inspections, taxation).

The survey proved crucial for IFC to position itself as a credible actor in the reform process.
Baseline conducted in 2003 found that:

SME'’s were inspected an average of 16 times in 2002

These inspections cumulatively lasted an average of 17 days

95% of entrepreneurs interviewed underwent tax inspections with each enterprise going through an
average 7 tax inspections over the course of the year

This baseline data provided a strong evidence base for reform in inspections; a challenging area
because it affects the main source of income for many bureaucrats. The baseline supported the
formation of a participatory approach and starting a process of PPD. Because the findings of the
survey were well known, this created psychological pressure to respond to the inspections problem
and make discussions constructive

Source: IFC (2007) Smart Lessons: How to end the hunt for fines in Tajikistan — a participatory
approach to inspections reform

IFC (2003) Business Environment in Tajikistan as seen by Small and Medium Businesses

Is it possible to reconstruct a baseline?

The absence of a baseline is a common problem, and evaluators of programs that
have been running for some time may need to reconstruct a baseline. One way of
doing this is by reviewing and analyzing historical data and secondary data. For BEE,
there may be limitations in this method. There may be no secondary data available or
the secondary data (e.g. DB indicators®*) may not sufficiently measure program
variables and potential impacts if the reform is targeted to issues or beneficiaries not

covered by DB or at local level.

An alternative method is using a technique called ‘recall’ through qualitative research
with stakeholders. For a business regulatory reform program for example, a sample of
businesses and local authorities could be asked to recall their experiences of the

regulatory procedure and associated costs.

%2 hitp://Iwww.doingbusiness.org/
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Recall is potentially valuable but often an unreliable way to estimate conditions prior to
the start of a program. However, research evidence suggests that while estimates
from recall are frequently biased, the direction and sometimes the magnitude of the
bias is often predictable so that useable estimates can be obtained. The utility of recall

can often be enhanced if two or more independent estimates can be triangulated.

3.2 Accessing and using secondary data

What is secondary data and should | use it?

Secondary data is a valuable resource for M&E work especially for baselines, and
background information. It is usually available at no cost. It is also useful if a program
has already started and historical data is required, for example information for

baselines.

Given limited resources, it is also often counterproductive to overwhelm government
agencies with duplicating efforts of data collection for indicators. Especially where
already established international sources are available and can be readily accessed for

both inter-temporal and international comparisons.

On the other hand, care needs to be exercised where national sources are the primary
providers of data, for example, for investment data, business registration, poverty
estimates and the national accounts. Attention needs to be given to establishing that
adequate focus and resources (both local and international) be devoted in developing

local capacity for generating good quality data.

There is also an issue of neutrality. If the implementing government is also responsible
for provision of data there may be a strong case for relying as far as possible on data
from credible international sources which are independent from government. This
reference or comparison will enhance the neutrality and credibility of the assessment.
An added dimension is that a country’s efforts to improve these indicators will send the

right signals to the outside world.
What are the main sources of international business environment data?

There are several sources of secondary information that have the potential to provide
good background and or baseline information for M&E work. Some of these are

available on an international level and others are specific to a particular context.
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WB Enterprise surveys and Investment Climate Surveys Database

The World Bank Enterprise Surveys are based on samples of typically 200 — 800
manufacturing firms (India is 1000+). 80%- 90% of the survey is ‘locked’ so that
comparisons can be made across countries and indicators. The surveys are
undertaken in the context of Investment Climate Assessments (ICAs) and are typically
completed every three years, budget permitting. There is merit in using them for
developing a baseline but a process and suitable instrument for follow up would be

required.

WWw.enterprisesurvey.org//Custom/

The World Bank Investment Climate Surveys Database provides both quantitative and
qualitative information on a wide range of investment climate conditions and links them
to their impact on firm productivity, investment and employment. The ICS - including
the Business Environment and Enterprise Surveys (BEEPS) joint with the EBRD -
report results from surveys of over 30,000 entrepreneurs in over 50 countries. The
surveys are business establishment surveys aimed at generating statistical information
for formal assessments of investment climates in international and regional
perspectives. The surveys report on some BE indicators and can provide useful

baseline and background data®.

http://iresearch.worldbank.org/InvestmentClimate/

%3 hitp:/liresearch.worldbank.org/InvestmentClimate/
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WB Doing Business

This is a well known international research project which provides objective measures
of business regulations and their enforcement across 178 countries. DB is not an
enterprise survey as it relies on a relatively small number of expert respondents. It is a
ranking on various aspects of business regulations which assesses economies based
on their ‘ease of doing business’. This is measured according to the legal framework
for 10 topics: starting a business; dealing with licences; employing workers; registering
property; getting credit; protecting investors; paying taxes; trading across borders;
enforcing contracts; and closing a business. The underlying data is compiled by local
experts, business consultants, lawyers, accountants and government officials who

provide methodological support and review in the compilation of the index rankings.

A high ranking on the ease of doing business index means the regulatory environment
is conducive to the operation of business. The economic index averages the country's
percentile rankings on 10 topics, made up of a variety of indicators, giving equal weight
to each topic. Further information about the methodology is available on the doing

business website*.

http://www.doingbusiness.org/

Recently DB have teamed up with Google® to create an interactive DB global map
with the key DB characteristics for countries. DB data can provide good baselines but
Is less useful for comparisons as it is based on very specific profile of a firm (see

Section 2) which may not fit the profile of the beneficiary group.

www.doingbusiness.org/map/

3 http://www.doingbusiness.org/documents/DB08Easdnfiisinessrankmethod. pdf
% www.doingbusiness.org/map/
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Other general studies on the investment climate

World Economic Forum Global Competitiveness index

http://www.weforum.org

International Institute for Management Development (IMD)

World Competitiveness Scoreboard

http://www.imd.ch

Commonwealth Business Council’s Business Environment
Surveys (BES)

http://www.cbcglobelink.org

National and sub-national Business Environment data

A wide range of data exists on elements of the BE and businesses at a national level.
International national and local private, public and non-government sector
organizations are involved in surveying the BE. The examples given below are merely

indicative of the type of data available.

Informality surveys. A series of surveys were undertaken for the World
Development Report 2005 including eleven background surveys on the informal
sector using a modified Investment Climate Survey Instrument. FIAS has piloted a
policy-oriented survey instrument in Rwanda and Sierra Leone whose objective was
to produce policy recommendations to shift economic activity from the informal to

the formal sector.
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Case Snapshot 3.10 : Unpicking informality in Sierra Leone

In Sierra Leone, FIAS and DFID have been working with the Ministry of Trade and Industry on
the Administrative Barriers to Investment Program. A central part of the M&E during the design
phase for the program was to establish baseline data. A large scale formal enterprise survey was
administered looking at the regulatory burden. However, according to community leaders,
between 40-80% of businesses are unregistered in Sierra Leone. The FIAS team therefore
worked with Statistics Sierra Leone to implement a large-scale informality survey.

The survey of 1362 totally informal businesses, partially informal/formal businesses, and
community leaders was conducted. The objective of the survey was to identify the key drivers of
informality in Sierra Leone and thereby better inform policy decisions to attract businesses to the
formal sector. For the purposes of the survey, informality is defined as the lack of compliance
with legal and procedural requirements for business operation. Completely informal businesses
do not comply with any government regulation or requirement, and are unknown to the
government. Partially informal businesses comply with at least one government regulation, and
formal businesses abide by all government regulations and requirements. Informality is therefore
represented by a continuum between the completely formal and informal economy.

The survey established some important data about the nature of
informality and how it is affected by the regulatory system. Key
findings included:

Over 56% of businesses believe formal businesses are
in a better or much better situation than their informal
counterparts.
Relatively more businesses that are completely informal
find that both lack of access to the broader market and
access/price of utilities are amongst the key
disadvantages compared to their more formal
counterparts.
The most important perceived disadvantage of
informality again includes limited access to finance
(45% of businesses), or bribes (16%), or limited access
to raw materials (7%), or fear of government retribution
(7%).
the main perceived advantages of informality are the avoidance of licensing problems,
labor taxes and contributions, and income/profit tax.
One-fifth of businesses surveyed incurred some payment over the previous year to
sustain their informal status.
As much as 60% of businesses also incurred ‘other’ non-monetary burdens.
The cost of maintaining informal businesses was on average about 20% of sales over the
last year.
The average payment incurred was SL 1,062,224 (US$450), while the median payment
was SL 80,000 (US$35). This is very high for a country where GNI per capita is about
US$200.

> More details is provided in Annex 1: Case Study on Sierra Leone

Source: FIAS (2006): Sources of Informal Economic Activity in Sierra Leone, Aminur Rahman,
FIAS.

BEE Diagnostics. The IFC offers BEE diagnostics as one of its service lines. They
comprise the initial screening activities of business regulations and related matters
for BEE interventions undertaken in certain countries. These are specific studies
looking at the BEE and can provide a rich source of baseline and background

information for M&E of any projects that emerge from the diagnostics work.
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Sub-national investment climate . Rankings of sub-national areas such as a cities
or states within a country are available for some locations. The World Bank
Investment Climate Assessment (ICA) of India and China which draw upon the
results of the World Bank Enterprise Surveys are examples. These assessments rank
different Chinese cities and Indian states respectively on various factors such as labor

market flexibility, infrastructure, research and development and staff quality.

Case Snapshot 3.11: Sub-national Doing Business in Latin America

In Latin America, the IFC PEP LACTA team has recently launched the Municipal Scorecard, a pilot
benchmarking tool that provides comparative information on the quality and efficiency of municipal-
level private sector regulation in Latin America. The report compares regulatory burdens that
entrepreneurs face when obtaining municipal operating licenses and construction permits in 65
municipalities in several countries, including Bolivia, Brazil, Honduras, Nicaragua, and Peru.

The Municipal Scorecard's comparative measurements facilitate national and international
benchmarking, help build a larger base to drive change and assist municipalities in identifying best
practices and areas for improvement.

The objective of the Municipal Scorecard study is to provide municipal authorities with useful
information to measure their performance and process efficiency and to undertake reform where
necessary. If municipal procedures for Operating Licenses and Construction Permits can be made
more efficient, definite improvements can be expected in the local business climate. These
improvements will aid in increasing formality and lead to greater social as well as economic inclusion.

The report establishes benchmarking indicators to compare municipalities at the national and regional
levels. The indicators were developed with information obtained by surveying entrepreneurs who
requested a license or a permit and municipal officers in charge of the processes.

The methodology for the scorecard was developed in collaboration with the Business Institute INCAE
in Costa Rica. To obtain and process the information, IFC partnered with local academic institutions,
including the Universidad Privada Boliviana in Bolivia, the Fundacion de Economia de Sao Paulo in
Brazil, the Universidad José Cecilio del Valle en Honduras, the Universidad Americana en Nicaragua,
and the Escuela de Administracion de Negocios — ESAN in Peru.

The 2007 report concludes that population size and income levels are not barriers to reform, that
municipalities that have implemented reforms consistently have performed better, and that good
administrative practices can be replicated across and within countries.

The Municipal Scorecard complements the annual Doing Business report, developed by IFC and the
World Bank. www.municipalscorecard.com .

Source: Luke Haggerty, IFC PEP LAC, Ricardo Furman, IFC PEP LAC
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Section 3: Conducting Baselines and Collecting data

Specific national surveys . Some national governments have undertaken a series
of surveys to looking at various aspects of conditions in enterprise and households.
How representative the sampling and the ‘currency’ of the data is from these
surveys varies greatly from county to country. However they can be a very useful

source of baseline data.

Academic research studies and consultancy studies. Development partners
and research councils throughout the world support specific studies related to the
conditions of the business sector and the BE. These studies tend be very specific
one-off studies. However, if a recent study has been undertaken on the target
groups then they can provide very rich sources of data for baselines and the

identification of key indicators.

Case Snapshot 3.12: Counting the cost of red tape i  n South Africa

In South Africa, local consulting firm SBP conducted a large
scale enterprise compliance cost survey which was
published in 2005. The study found that Regulatory
compliance — red tape — cost South African businesses R79
billion in 2004, an amount equivalent to 6,5 per cent of GDP.
This was the first comprehensive survey of this kind to be
undertaken in South Africa.

Source: SBP (2005): Counting the cost of red tape to
business in South Africa

Case Snapshot 3.13: Using a local partner in Egypt

The Small and Medium Enterprises Policy Development Project (SMEPoL) in Egypt is a research
project looking at streamlining the Egyptian laws, regulations and procedures governing SMEs
establishment, growth, export and exit. SMEPoL is a partnership between CIDA, IDRC and Ministry of
Finance. It has supported a number of studies using both secondary and primary data to profile the
current regulative situation in Egypt. The PEP MENA Alexandria project used this work as a
background for their project and as part of building up their baseline.

Sources: Research Study on Streamlining the Egyptian Laws Regulations and Procedures Governing
SMEs Establishment Growth Export and Exit, September 2005 for Egypt Canada SMEPol by
Megacom in consortium with Phoenix Consulting and Abdel-Raouf Law Firm
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WB Business environment snapshots

The World Bank has an online resource called ‘Business Environment Snapshots’.
This initiative pulls together key information on the investment climate into one easy to
access web-format. The Business Environment Snapshots interactively draw up and

consolidate data relating to:

Global country rankings (drawn from 7 different indicators/sources (corruption,

Doing Business, freedom, credit risk etc)

Business environment data drawn from Investment Climate Assessments and

also Doing Business

Time series data on economic http://www.besnapshots.org
indicators and performance for

each country, including BEE
impact data such as FDI, gross
private fixed capital formulation

etc.

Relevant legislation that has been

passed

All country level analysis reports
on each country done by WBG

over last 5 years

All information relating to WB
