
EU Results Framework Indicator methodology note
	1. Name of indicator
	Number of countries where overall public financial management has improved 

	
	

	2. Which sector (using Result Framework heading)
	Public financial management, taxation, transparency and oversight of the budget (Good Governance)

	
	

	3. Technical Definition 
	Consider the countries where i) the EU provided budget support continuously over the last six years, and ii) at least two national-level PEFA PFM Reports have been written, and iii) the most recent PEFA Report was written within the last two years.
The aggregate indicator is the number of countries for which the average PEFA indicator scores (excluding indicators D-1 to D-3 of donor behaviour rather than government behaviour) in the most recent PEFA PFM Report increased compared with the previous PEFA report.
This number is compared to the total number of recipient countries receiving PFM support from the EU for which there is data (i.e. the number of countries meeting criteria i-iii above).

	
	

	4. Rationale (including which policy priority, and how is this indicator linked to that policy priority)
	The European Commission's Communication: Agenda for Change (2011) recommends supporting PFM as a way of improving public sector management for service delivery and promoting human rights, democracy and other key elements of good governance. PFM is important for the effectiveness of aid resources and of the partner government's own resources. Good PFM is an eligibility criterion for EU budget support.

PEFA is the most widely accepted overall measure of the quality of PFM in a country, including taxation, transparency and oversight of the budget. Taking the average of the 28 PEFA scores measuring government performance will give a rough indication of the overall quality of PFM.

	
	

	5. Level of disaggregation
	N/A

	
	

	6. Data Sources (including any issues on (i) different definitions by source, and (ii) level of availability of the data)
	All PEFA PFM Reports are available to the European Commission (DEVCO 03 – Budget Support and Public Financial Management), which is a partner in the PEFA program. This includes all the publicly available PEFA PFM Reports.

It is only necessary to look at the most recent PEFA PFM Report, which always includes the scores of the previous PEFA PFM Report as well. The most recent report will often revise the scores of the previous report, in which case these revised scores should be the basis of the calculations.

	
	

	7. Data calculation (including any assumptions made)
	Contrary to the majority of the results framework indicators, this indicator will be measured at HQ level. 
1) From among all the final and/or public, national-level PEFA PFM Reports available to the Commission, identify countries where at least two PEFA reports have been conducted and the most recent one was completed or made public within the last two years.
2) Of these countries, identify countries where the European Commission provided EU budget support continuously over the last six years. 
3) For these countries and for PEFA indicators PI-1 to PI-28, convert indicator score D to 0, D+ to 1, C to 2, and so on, using only the indicators that were scored in both PEFA reports.
 Divide the sum of the scored indicators by the number of scored indicators to get the average PEFA indicator score.
4) From the average PEFA indicator score for the most recent PEFA in a given country, subtract the average PEFA indicator score for the previous PEFA in the same country.
5) Count the number of countries where the difference calculated in step 4 (above) is positive – this will be the number of countries where PFM has improved – and compare this number with the number of countries identified in step 2 (above) – the number of countries where at least two PEFA reports have been conducted, where the most recent one was within the last two years, and where EU budget support was provided continuously over the last six years.

	
	

	8. Worked examples
	Of the 24 countries where the EU disbursed budget support in 2013 and two PEFA assessments have been conducted of which the latest no earlier than March 2010, 18 countries or 75% increased their average score on indicators PI-1 to PI-28 between the two most recent PEFA assessments. The average improvement was about a third of a score (a third of the difference between D and D+, D+ and C, and so on) and the average score in the most recent assessment is a little more than C+.

In this example we did not try to identify countries that this year received EU support for PFM reform other than budget support. 

	
	

	9. Is it used by another organization or in the framework of international initiatives, conventions, etc? If so, which?
	As such, the indicator is not used by other donors, though PEFA indicators are widely shared and used in the donor community at global level.

	
	

	10.Other issues
	All budget support has PFM as a criterion. All general budget support (Good Governance and Development Contracts, GGDC and State Building Contracts, SBC) has PFM reform as a theme. As regards sector budget support (Sector Reform Contracts, SRC), the 2012 Budget Support Guidelines state, "…The monitoring should focus on a selected number of core dimensions of the PFM performance while tackling the weaknesses specific to the management of the public finances in the sector…". We are assuming that all other support to PFM reform is significant and has an effect on overall PFM.
Interpreting the indicator: how high or low does the number of countries where PFM has improved overall have to be to demonstrate success or failure respectively?
Because only 15 to 20 national-level PEFAs are conducted per year, there will be a certain amount of random fluctuation in the indicator, which makes it harder to see significant changes.
The PEFA PFM Framework is being revised and should be finalized in the latter half of 2015. Provisions will be made to ensure that the scores in any new PEFA report can always be compared with the scores in the preceding report.


� NR "not recorded" should be converted to 0 and considered scored, but NA "not applicable" and NU "not used" should be considered not scored and thus ignored.





