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PEFA ASSESSMENT HANDBOOK

PREFACE

The Public Expenditure and Financial Accountability (PEFA) program provides a
framework for assessing and reporting on the strengths and weaknesses of public financial
management (PFM). A PEFA assessment incorporates a PFM performance report for the
government at a given point in time but the methodology can be replicated in successive
assessments, giving a summary of changes over time. The PEFA report includes an
overview of the PFM system and evidence-based measurement of performance against 31
indicators. The report also includes an analysis of the findings with respect to the overall
system performance and for the desirable budgetary and fiscal outcomes - aggregate fiscal
discipline, strategic allocation of resources and efficient delivery of public services.

The PEFA methodology draws on PFM international
standards and good practices as identified by
experienced practitioners and academics and
provides a foundation for reform planning, dialogue
on strategy and priorities, and progress monitoring.
It is built around the principles of a ‘strengthened
approach’ to PFM which centers on a country-led
PFM reform program, reflecting country priorities
implemented through government structures.

The PEFA program also provides support,
monitoring, and analysis of PEFA assessments. A key
task of the Secretariat is to also ensure the quality
of PEFA reports which is done by in-depth reviews
of draft reports and anchoring of the PEFA Check
requirements. Please visit www.PEFA.org for more
information about the program and the PEFA Check
requirements.

The purpose of the PEFA handbook is to provide
users, including government officials, assessors,
development partners and other interested
stakeholders, with comprehensive guidance on
planning, implementing, reporting and using PEFA
2016.

The handbook is presented in four separate volumes:

e Volume I: The PEFA assessment process:
planning, managing and using PEFA, provides
guidance to PEFA users and other stakeholders
on the key phases and steps in the PEFA
assessment process.

e Volume II: PEFA assessment Fieldguide, is a
detailed technical guidance on scoring the 31
performance indicators and 94 dimensions
of PEFA 2016, including data requirements
and sources, calculation and definitions. The
Fieldguide also includes a glossary of terms.

e  Volume III: Preparing the PEFA report,
contains advice on writing the report and a
template and instructions for each section and
annex of a standard PEFA report.

e Volume IV: Using PEFA to support PFM
reform provides guidance on how to utilize
PEFA assessments to support PFM reform
initiatives.
Each volume of the handbook is intended to a be a
dynamic document that will be updated in response
to common issues, good practices, suggestions and
frequently-asked questions from PEFA users. Periodic
updates to the handbook volumes are announced and
published on the PEFA website (www.pefa.org).
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VOLUME II: PEFA 2016 ASSESSMENT

FIELDGUIDE

ABOUT VOLUME II

The purpose of Volume II of the PEFA Handbook (the Handbook), the PEFA Assessment
Fieldguide (‘the Fieldguide’), is to provide PEFA users with expanded guidance on the
application of PEFA 2016 following the public release of the Framework document on

February 1, 2016.

The Fieldguide expands on the PEFA 2016 Framework
document by providing supplementary guidance,
clarifications, and definitions in relation to the
assessment and scoring of each indicator and
dimension. Importantly, with the exception of

the section relating to the format and content of
the PEFA report (which is covered in Volume III

of the Handbook), the Fieldguide replicates ALL
information contained in the PEFA 2016 Framework
document. Accordingly, assessors undertaking field
work only need to refer to the Fieldguide.

The Fieldguide is not intended to provide guidance on
how to assess performance changes between previous
versions of the framework and PEFA 2016. Separate
guidance for measuring such changes is provided in
the document Guidance on reporting performance
changes in PEFA 2016 from previous assessments that
applied PEFA 2005 or PEFA 2011 which is included in
Volume IITI of the Handbook - the PEFA Report. The
handbook and other supplementary guidance can also
be found at the PEFA website www.pefa.org.

The Fieldguide will be updated to reflect feedback
from users and to incorporate references to good
practices and useful case studies. Each new edition
will include a summary of changes from the previous
versions and will be dated at the time of release.
Before commencing an assessment, and before
completion, users should refer to the PEFA website
to ensure that they are referring to the most current
version of the Fieldguide.
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1. PEFA OVERVIEW

1.1. Introduction

The Public Expenditure and Financial Accountability (PEFA) program provides a
framework for assessing and reporting on the strengths and weaknesses of public financial
management (PFM) using quantitative indicators to measure performance. PEFA is
designed to provide a snapshot of PFM performance at specific points in time using a
methodology that can be used in successive assessments, giving a summary of changes over
time. The PEFA framework includes a report that provides an overview of the PFM system
and evidence-based measurement against 31 performance indicators. It also provides

an assessment of the implications for overall system performance and desirable public
financial management outcomes. It provides a foundation for reform planning, dialogue on
strategy and priorities, and progress monitoring.

PEFA is a tool that helps governments achieve
sustainable improvements in PFM practices

by providing a means to measure and monitor
performance against a set of indicators across the
range of important public financial management
institutions, systems, and processes. The PEFA
methodology draws on international standards
and good practices on crucial aspects of PFM,

as identified by experienced practitioners. PEFA
provides a PFM performance report for the subject
government that presents evidence-based indicator
scores and analyzes the results based on existing
evidence. It emphasizes a country-led approach to
performance improvement and the alignment of
stakeholders around common goals.

PEFA reports outline the economic environment
faced by the public sector, examine the nature of
policy-based strategy and planning, and analyze how
budget decisions are implemented. PEFA assessments
examine the controls used by governments to ensure
that resources are obtained and used as intended.
PEFA provides a framework for assessment of
transparency and accountability in terms of access
to information, reporting and audit, and dialogue

on PFM policies and actions. PEFA considers the
institutions, laws, regulations, and standards used by
governments in the PFM process. It also examines
the results arising from the operation of PFM in

key areas such as budget outturns, effectiveness of

controls, and timeliness of reporting and audit.

Governments use PEFA to obtain a snapshot of
their own PFM performance. PEFA offers a common
basis for examining PFM performance across
national and subnational governments. In addition
to governments, other users of PEFA include civil
society organizations and international development
institutions. PEFA scores and reports allow all

users of the information to gain a quick overview

of the strengths and weaknesses of a country’s

PFM system. Users also see the implications of the
overall performance results for the key goals of
fiscal discipline, strategic resource allocation, and
efficient service delivery. The PEFA analysis thereby
contributes to dialogue on the need and priorities for
PFM reform.

In addition to guidance for analysis and reporting,
the PEFA program provides support, monitoring, and
analysis of PEFA assessments. The PEFA Secretariat
offers free advice on the use of PEFA as one of many
sources of information for examining and improving
PFM performance. This PEFA 2016 Framework
document provides an overview of the main features
of the PEFA performance assessment framework,
including scope of the framework, basic methodology
for measuring PFM performance, and an outline for
the content of PEFA reports.
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1.2. Scope and coverage of the
framework

WHAT PEFA ASSESSES

The purpose of a good PFM system is to ensure that
the policies of governments are implemented as
intended and achieve their objectives. An open and
orderly PFM system is one of the enabling elements
needed for desirable fiscal and budgetary outcomes:

e Aggregate fiscal discipline requires effective
control of the total budget and management of
fiscal risks.

e Strategic allocation of resources involves
planning and executing the budget in line
with government priorities aimed at achieving
policy objectives.

o Efficient service delivery requires using
budgeted revenues to achieve the best levels of
public services within available resources.

PEFA identifies seven pillars of performance in an
open and orderly PFM system that are essential to
achieving these objectives. The seven pillars thereby
define the key elements of a PFM system. They also
reflect what is desirable and feasible to measure. The
pillars are as follows:

e Budget reliability. The government budget is
realistic and is implemented as intended. This
is measured by comparing actual revenues
and expenditures (the immediate results of
the PFM system) with the original approved
budget.

e Transparency of public finances.
Information on PFM is comprehensive,
consistent, and accessible to users. This is
achieved through comprehensive budget
classification, transparency of all government
revenue and expenditure including
intergovernmental transfers, published
information on service delivery performance
and ready access to fiscal and budget
documentation.

e Management of assets and liabilities.
Effective management of assets and liabilities
ensures that public investments provide value
for money, assets are recorded and managed,
fiscal risks are identified, and debts and
guarantees are prudently planned, approved,
and monitored.

e Policy-based fiscal strategy and budgeting.
The fiscal strategy and the budget are prepared
with due regard to government fiscal policies,
strategic plans, and adequate macroeconomic
and fiscal projections.

e Predictability and control in budget
execution. The budget is implemented within
a system of effective standards, processes, and
internal controls, ensuring that resources are
obtained and used as intended.

e Accounting and reporting. Accurate
and reliable records are maintained, and
information is produced and disseminated at
appropriate times to meet decision-making,
management, and reporting needs.

e External scrutiny and audit. Public finances
are independently reviewed and there is
external follow-up on the implementation of
recommendations for improvement by the
executive.

Figure 1 illustrates the interrelationship of the seven
pillars of the PFM system.

Within the seven broad areas marked by these pillars,
PEFA defines 31 specific indicators that focus on key
measurable aspects of the PFM system. PEFA uses
the results of the individual indicator calculations,
which are based on available evidence, to provide an
integrated assessment of the PFM system against the
seven pillars of PFM performance. It then assesses
the likely impact of PFM performance levels on the
three desired budgetary outcomes: aggregate fiscal
discipline, strategic allocation of resources, and
efficient service delivery.
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Figure 1. PEFA Pillars and the budget cycle
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WHAT INSTITUTIONS PEFA COVERS

The core PEFA methodology was initially focused on
central government, including related oversight and
accountability institutions, such as the legislature
and supreme audit institution. However, PEFA

has increasingly been used in the assessment of
subnational government PFM performance. The
scope of the category of ‘central government’, as
used in PEFA, is based on the classification structure
developed by the International Monetary Fund (IMF)
for Government Finance Statistics (GFS). PEFA
methodology refers to the GFS terminology where
possible to provide a standard basis of reference,

but this does not imply that PEFA is only relevant
where GFS methodology is used. PEFA is adaptable to
situations where other classifications and standards
are used.

Other parts of government, outside central
government, that are identified in GFS include
different administrative tiers with separate
accountability mechanisms and their own PFM
systems, such as budgets and accounting systems.
These can include subnational governments such as

©

Predictability
and control
in budget
execution

Budget
reliability

state, provincial, regional, and local governments,
including districts and municipalities. An abbreviated
summary of the public sector components, as defined
in the GFS 2014 manual, is provided in figure 2.

The PEFA indicator set is focused on the financial
operations of the entire level of government covered
by the assessment. For instance, activities of central
government implemented outside the budget are
included in the coverage of a small number of
indicators and are referred to as expenditure and
revenue of extrabudgetary units and expenditure
and revenue related to the extrabudgetary activities
of budgetary units—for example, in PEFA indicator
(PI)-6. Public corporations are referred to in PI-10.

Subnational governments with a direct relationship
to central government are referred to in PI-7 and
PIio. The measurement guidance explains how each
indicator relates to GFS categories, where relevant.
PEFA examines operations outside of the government
being assessed only to the extent that they have

an impact on the fiscal performance of the central
government.

11 | 1. PEFA Overview



Figure 2. The public sector and its main components, as defined by GFS and

referred to in PEFA
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Source: excerpt from IMF (2014), Government Finance Statistics Manual 2014, op. cit.
* Budgetary units, extrabudgetary units and social security funds may also exist in state, provincial, and local governments.
# Social security funds can be combined into a separate subsector as shown in the box with dashed lines.

WHAT PEFA DOES NOT INCLUDE

The PEFA indicators focus on the operational
performance of key elements of the PFM system
rather than on all the various inputs and capabilities
that may enable the PFM system to reach a certain
level of performance. PEFA thus does not measure
every factor affecting PFM performance, such as

the legal framework or human resource capacities
within the government. These are matters that
should be taken into account, however, in addition
to PEFA, as part of a dialogue on PFM reform after
the PEFA report has been finalized. Further analysis,
including more detailed examination of specific areas,
may be required in addition to PEFA to explore the
underlying factors affecting performance.

PEFA also does not involve fiscal or expenditure
policy analysis that would determine whether fiscal
policy is sustainable. It does not evaluate whether
expenditures incurred through the budget ultimately
have their desired effect on reducing poverty or
achieving other policy objectives, or whether value for
money is achieved in service delivery. A more detailed
analysis of data, or utilization of country-specific
indicators, would be required for such an assessment.

International organizations and research institutions
have such tools at their disposal to perform more
detailed analysis, such as public expenditure reviews
(PER) performed by the World Bank. PEFA focuses
on assessing the extent to which the PFM system is
an enabling factor for achieving such outcomes.

PEFA does not provide recommendations for
reforms or make assumptions about the potential
impact of ongoing reforms on PFM performance.
However, PEFA does acknowledge actions taken

by governments to reform PFM systems by
describing recent and ongoing measures. The PEFA
report thus summarizes the government’s reform
agenda but does not evaluate that agenda. Such
considerations inform the actions to be taken after
a PEFA assessment and form part of the dialogue
between relevant stakeholders that contribute to the
development of a new PFM improvement initiative.

For the purpose of a PEFA assessment elements of
the defense, public order and safety function may
not be included if information is not available. This
pertains to many PEFA indicators, including PI-6, PI-
12, PI-23 and PI-24.
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1.3. The PEFA performance indicators

PEFA includes 31 performance indicators across
the broad array of PFM activities performed by
governments. The indicators are grouped under the
seven pillars described in section 1.2:

L Budget reliability

IL. Transparency of public finances

II1. Management of assets and liabilities

V. Policy-based fiscal strategy and budgeting

V. Predictability and control in budget execution
VI. Accounting and reporting

VII.  External scrutiny and audit

Each pillar comprises a group of indicators that
capture the performance of the key systems,
processes, and institutions of government. Each
indicator in turn includes one or more performance
dimensions. A complete listing of the individual
indicators and their constituent performance
dimensions is provided in section 2.4.

Each dimension of the indicators measures
performance against a four-point ordinal scale from
A to D. Calibration of dimensions is based on the
presence of important attributes relevant to different
standards of performance.

The highest score is warranted for an individual
dimension if the core PFM element meets an
internationally recognized standard of good
performance. Dimension-specific scores are
aggregated to reach an overall score for each indicator
using an appropriate method based on the degree of
linkage between the individual dimensions.

Part 2 includes further information on the calibration
and the scoring methodology with guidance for each
of the indicators.

1.4. The PEFA report

The objective of the PEFA report is to provide an
evidence-based assessment of PFM performance
based on the indicator analysis and other crucial
information in a concise and standardized manner.
Information provided by the PEFA report should
contribute to dialogue on systems reform.

The PEFA report includes the following:

e An executive summary presenting a brief
overview of the main findings on systems
performance and their implications for the
government’s ability to deliver the intended
fiscal and budgetary outcomes.

e Anintroduction explaining the context,
purpose, and process of preparing the report,
specifying the institutional coverage.

e An overview of relevant country-related
information that provides the context
underpinning the indicator results and the
overall PFM performance. This section
includes a brief review of the country’s
economic situation and describes the public
sector structure, the budgetary outcomes as
measured by other analyses, and the legal and
institutional PFM framework.

e An assessment of performance in terms
of the seven pillars of the PFM system.
This section contains the analysis and
measurement of results in terms of the 31
indicators of PFM performance.

e Conclusions of the crosscutting analysis
using information throughout the report
to provide an integrated assessment of
the country’s PFM system. This section
assesses the likely impact of PFM strengths
and weaknesses on the three main fiscal
and budgetary outcomes: aggregate fiscal
discipline, strategic allocation of resources,
and efficient service delivery.

e An overview of government initiatives to
improve PFM performance. This section
summarizes the overall approach to PFM
reform, including the recent and ongoing
actions taken by government. It assesses the
institutional factors that are likely to impact
the planning of reform and its implementation
in the future.

Further guidance on preparing the PEFA report,
including the PEFA report template, is presented in
Part 3 of the PEFA 2016 Framework document and
Volume IIT of the PEFA Handbook.
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1.5. Overall structure of PEFA

The structure of PEFA is as follows:

Figure3. Overall structure of PEFA

Analytical framework underpinning PEFA

-
An open and orderly PFM system

contributes to desirable outcomes:

- Aggregate fiscal discipline
« Strategic allocation of resources

- Efficient service delivery
o

~

The key pillars of an open and orderly PFM
system are:

- Budget reliability

« Transparency of public finances

« Management of assets and liabilities

- Policy-based fiscal strategy and budgeting

» Predictability and control in budget
execution

- Accounting and reporting

« External scrutiny and audit

-

J

The crucial elements of the PFM system
provide a measure of PFM performance

See the list of indicators in table 2

~

The PEFA assessment

Assessment of the extent to which the
existing PFM system supports the
achievement of aggregate fiscal discipline,
strategic allocation of resources, and
efficient service delivery.

Assessment of the extent to which PFM
systems, processes and institutions meet

performance standards within the PFM
pillars.

The indicators measure the operational
performance of key elements of the PFM
system within the pillars of PFM
performance.
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2. GUIDANCE ON SCORING

2.1. General guidance on scoring

Scoring of the 31 performance indicators is the heart of the PEFA process. For each
indicator, the score takes into account a number of dimensions, which are aggregated
according to the methodology described in section 2.2. Each dimension is scored separately
on a four-point ordinal scale: A, B, C, or D, according to precise criteria established for each
dimension. In order to justify a particular score for a dimension, every aspect specified in
the scoring requirements must be fulfilled. If the requirements are only partly met, the
criteria are not satisfied and a lower score should be given that coincides with achievement
of all requirements for the lower performance rating. A score of C reflects the basic level

of performance for each indicator and dimension, consistent with good international
practices. A score of D means that the feature being measured is present at less than the
basic level of performance or is absent altogether, or that there is insufficient information

to score the dimension.

2.1.1. DESIGNATION OF D SCORE FOR LACK OF
SUFFICIENT INFORMATION

The D score indicates performance that falls below
the basic level. ‘D’ is applied if the performance
observed is less than required for any higher score.
For this reason, a D score is warranted when sufficient
information is not available to establish the actual
level of performance. A score of D due to insufficient
information is distinguished from D scores for low-
level performance by the use of an asterisk—that is,
D*. The aggregation of multidimensional indicators
containing D* scores is no different from aggregation
with other D scores. Aggregate indicator scores will
not include an asterisk, and thus the insufficiency of
information is only noted at the dimension level.

2.1.2. SCORING WHERE INDICATORS ARE NOT
APPLICABLE ORNOT USED

There may be two situations in which no score can be
allocated to an indicator or a dimension.

Not applicable (NA). In some cases, an indicator or
dimension may not be applicable to the government
system being assessed. In such cases ‘NA’ is entered
instead of a score. In cases where one or more
dimensions of a multidimensional indicator are

not applicable, the assessor proceeds as if the ‘not

applicable’ dimensions did not exist. In some cases, a
D rating on an indicator or dimension can lead to NA
on others. For example, if there is no internal audit
function (PI-26.1), the other dimensions of PI-26

are NA because there will be nothing to assess for
those dimensions in the absence of an internal audit
function.

Not used (NU). In some cases, it may be decided for
certain reasons that a particular indicator will not be
used. For example, it may be the case that the PEFA
assessment is going to be combined with another
detailed assessment of the relevant indicator, using
a different assessment tool. In all such cases ‘NU’ is
entered instead of a score.

The use of NA and NU must be justified in the PEFA
report. Assessments that score less than two-thirds
(21) of the PEFA indicators should be referred to

as ‘partial PEFA assessments,’” to distinguish the
assessment from comprehensive applications of the
PEFA methodology.

2.1.3. TIME HORIZONS

The requirements for a score can be assessed on the
basis of different time horizons. These are set forth in
the specifications for each indicator. As a general rule,
the assessment is based on the situation at the time
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of data collection, or in the case of periodic events,
on the basis of the relevant and completed events
during the most recent or ongoing budget period.
Certain indicator dimensions require data for more
than one fiscal year or budget period. In these cases,
the relevant period on which a dimension should be
assessed, and therefore for which evidence should be
sought, is specified for the relevant indicator.

Various indicators require data for three consecutive
years as a basis for assessment. In those cases,

the data should cover the most recent completed
fiscal year for which data is available and the two
immediately preceding years and it should be applied
consistently in the dimensions where this is the

case. A small number of indicators are based on the

performance in two out of three years. In these cases,

an allowance is made so that unusual circumstances
in one abnormal year, such as external shocks or
unanticipated domestic difficulties, do not affect the
score.

2.1.4. MATERIALITY, SIZE, AND SIGNIFICANCE

The size and materiality of aspects of performance
are important considerations in many PEFA
dimensions. A standard approach to size and
materiality has been adopted throughout the
indicator set, unless otherwise stated, as follows:

e All refers to 9o percent or more (by value).
e Most refers to 75 percent or more (by value).

e Majority refers to 50 percent or more (by
value).

e Some refers to 25 percent or more (by value).

e A Few refers to less than 25 percent and more
than 10 percent (by value).

There are many indicators that use these standards.
In each case the words used above are italicized to
emphasize the use of a standard term.

2.1.5. USE OF SAMPLING WHERE COMPLETE
INFORMATION ON GOVERNMENT IS
IMPRACTICAL TO COLLECT

PEFA indicators generally require assessors
to measure performance for the entire central
government (CG), budgetary central government

(BCG), or general government (GG). This may be
impractical in situations where responsibilities are
highly decentralized or cases involving large numbers
of significant entities. Several indicators provide
directions on the selection of specific matters to be
assessed—for example, PI-11. In other indicators,
sampling techniques are suggested—for example,
PI-23 and 24. Where no specific sampling techniques
are proposed but a complete set of information is
impractical to collect, assessors may use a statistically
sound sampling methodology. Assessors should
explain the reason for the use of sampling and
justify the sampling approach they adopt. It would
be preferable that assessors and government agree
on the sampling approach. In case of disagreement,
differences of views can be accommodated in an
annex as explained in the framework document under
Part 3: The PEFA Report, paragraph 4.

2.1.6. ISSUES OF NATIONAL SECURITY AND
COMMERCIAL CONFIDENTIALITY

As noted in Section 1.2, information on aspects of
defense, public order, and safety functions may

be unavailable for reasons of national security.
Similarly, information on certain projects or
separate costs may be unavailable or unpublished
to maintain commercial confidentiality. In these
situations, assessors should note the limitations

in the introduction of the report, at the relevant
point in the report, or in both locations (Refer to
Part 3 of this document: Introduction, section 1.3.).
The measurement guidance for certain indicators
presents alternatives for scoring where information
is not published due to commercial confidentiality.
Nonetheless, wherever practical, assessors should
ensure that the reasons for lack of published
information are adequately justified.

2.1.7. FISCAL YEAR

The following terminology is used in PEFA 2016 to
describe the budget or fiscal year:

Current fiscal year (T) is the fiscal year in which the
budget proposals are being prepared and usually
presented.

Next year (T+1) is the budget year or fiscal year for
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which the annual budget proposals are made.

Previous year (T-1) is the last fiscal year completed.

Outer years, or following fiscal years, (T+2, T+3, and
so on) are the fiscal years beyond the year for which
the annual budget proposals are made. Outer years
are relevant for the medium-term budget perspective
in PI-14, PI-15, and PI-16.

2.1.8. PUBLIC ACCESS AND PUBLICATION

A number of indicators and/or dimension refer
to public access or publication of public financial
management information.

The terms ‘public access’, ‘made available to the
public’, ‘publicly reported” and ‘publicized’ means
that a document is available without restriction,
within a reasonable time, without a requirement

to register, and free of charge, unless otherwise

justified in relation to specific country circumstances.

Justification provided by government for limits on
access, where applicable, should be noted in the
report.

‘Publication’ and ‘published’ means that the
document has been made available to the public
either in print or in readable form on a publicly
accessible website. Publication also involves an
expectation that users are made aware of the
document’s availability and how they can access it.

Timeframes with respect to the above terms are
specified in the relevant indicators.

2.2. Scoring of indicators with multiple
dimensions

Most indicators have a number of separate
dimensions, each of which must be assessed
separately. The overall score for an indicator is based
on the scores for the individual dimensions. The
scores for multiple dimensions are combined into
the overall score for the indicator using either the
Weakest Link (WL) method or the Averaging (AV)
method. Each indicator specifies the method to be
used.

1. Weakest link method: M1 (WL). This method is
used for multidimensional indicators where poor

performance on one dimension is likely to undermine
the impact of good performance on other dimensions
of the same indicator. In other words, this method

is applied where there is a ‘weakest link’ in the
connected dimensions of the indicator. The steps

in determining the aggregate indicator score are as
follows:

e Each dimension is initially assessed separately
and given a score on the four-point calibration
scale.

e The aggregate score for the indicator is the
lowest score given for any dimension.

e Where any of the other dimensions score
higher, a ‘+’ is added to the indicator score.
Note: It is NOT acceptable to choose the score
for one of the higher-scoring dimensions and
add a -’ for any lower scoring dimensions.

2. Averaging method: M2 (AV). The aggregate
indicator score awarded using this method is based
on an approximate average of the scores for the
individual dimensions of an indicator, as specified
in a conversion table (table 1). Use of this method is
prescribed for selected multidimensional indicators
where a low score on one dimension of the indicator
does not necessarily undermine the impact of a high
score on another dimension of the same indicator.
Though all dimensions of an indicator fall within
the same area of the PFM system, in certain areas
progress on some individual dimensions can be
independent of the others. The steps in determining
the aggregate indicator score are as follows:

e Each dimension is initially assessed separately
and given a score on the four-point calibration
scale.

e Refer to the conversion table for indicator
scores using the averaging method (table 1)
and find the appropriate section of the table—
that is, whether there are two, three, or four
dimensions for the indicator.

e Identify the row in the table that matches the
scores for each dimension of the indicator;
the ordering of the dimension scores does not
matter.
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Table 1. Conversion table for indicator scores using the averaging method M2 (AV)

Dimension scores Overall M2 Dimension scores Overall M2
(AV) score (AV) score
2-DIMENSIONAL INDICATORS 4-DIMENSIONAL INDICATORS

D D D D D D D D

D C D+ D D D C D

D B C D D D B D+

D A C+ D D D A D+

C C C D D C C D+

C B C+ D D C B D+

C A D D C A C

B B D D B B C

B A B+ D D B A C+

A A A D D A A C+

3-DIMENSIONAL INDICATORS D C C C D+

D D D D D C C B C

D D C D+ D C C A C+

D D B D+ D C B B C+

D D A C D C B A C+

D C C D+ D C A A B

D C B C D B B B C+
D C A C+ D B B A
D B B C+ D B A A

D B A D A A A B+

D A A C C C C C

C C C C C C B C+

C C B C+ C C C A C+

C C A C C B B C+

C B B C C B A B

C B A C C A A B

C A A B+ C B B B B

B B B B C B B A B

B B A B+ C B A A B+

B A A A C A A A B+

A A A A B B B B B

NOTE: Dimension scores can be counted in any B B B A B+

order. It is only the quantities of each score that are B B A A B+

important for aggregation. B A A A A

A A A A A

Table 1 MUST NOT be applied to indicators using the M1 (WL) scoring method.
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e Enter the corresponding overall score for the
indicator.

The conversion table applies to indicators using

M2 (AV) scoring methodology only. Using it for
indicators designated for M1 (WL) will result in an
incorrect score. The conversion table is intended for
use on individual indicators only and is not suitable
for aggregating scores across the full set, or subsets,
of indicators. No standard methodology has been
developed for aggregation across indicators because
each indicator measures a different subject and has
no standard, quantitative relationship with other
indicators.

2.3. Definitions

Definitions of commonly used terms are underlined

and included in the Glossary. Key definitions related
to specific indicators and dimensions are included in
the relevant measurement guidance.

2.4. Composition of PEFA pillars
indicators and dimensions

Table 2 presents a summary of the PEFA pillars,
indicators and dimensions. Further detailed technical
guidance on the scoring of each indicators is
presented in section 3 below.

Table 2. Composition of PEFA pillars, indicators, and dimensions

PILLARS

INDICATORS

DIMENSIONS

I. Budget re