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Executive Summary

Key Messages

e The Iraq Subaccount is a good example of donor coordination as expressed in the
Paris Declaration.

e Overall, the TAs funded from the Irag TA Subaccount were successful, relevant,
efficient and effective.

e Ensuring long-term sustainability requires maintaining an adequate the level of TA
activity in the future.

e There were instances where more pro-active donor coordination was needed to
build synergies to achieve development results.

o While the offsite modality was fairly effective and cost efficient and delivered value
for money, the limits of this model will be stretched as IMF moves from policy and
operational advice and training to greater emphasis on supporting the
implementation of policies and procedures.

e The Fund’s internal monitoring needs to be strengthened, particularly the TA
Information Management System. Reforms in this area are on track, supported by
Fund management, and improvements are expected by 1 May 2008.

e The Fund’'s TA evaluation framework needs to be strengthened by instituting a
system of self assessments of all completed TAs and developing guidelines for the
ex-post evaluation of TAs. Work in these areas is planned.

e The Fund delivered slightly more internally funded TA to Iraq than originally planned.

A. Background

1. The Technical Assistance Subaccount for Iraq was set up in July 2003, with contributions from
Australia, Canada, India, ltaly, the United Kingdom and Sweden, to strengthen macroeconomic
management in the areas of monetary policy and banking, fiscal management and statistics. Support was
provided to the Central Bank of Iraq (CBI), the Ministry of Finance (MOF) and the Central Office for
Statistics and Information Technology (COSIT). By the end of 2007, 94% of the $6 million available had
either been spent or committed and 35 (74%) of the 47 approved TAs had been completed. The
resources were managed by the Fiscal Affairs Department (FAD) (30%), the Monetary and Capital
Markets (MCM) Department (37% of the total), the Statistics Department (STA) (14%) and the IMF
Institute (INS) (3%). The remainder of the funds was used to finance overhead charges and two small
activities. The level of effort financed by the Subaccount allowed IMF to increase its TA delivery to Iraq by
about 43% over the resources that were financed internally by IMF. The Fund delivered slightly more TA
financed by its own resources than was originally envisioned. The objectives of the Subaccount to
generate synergies and leverage resources were achieved (e.g. Fund resources; other resources from
donors; commitment of all donors to Fund/Iraq measures in the Stand By Arrangements).

2. IMF’s TA activities were viewed as part of a larger framework of TA delivery developed
collaboratively with other donors. The emphasis on donor coordination was consistent with the
subsequent 2005 Paris Declaration. The design of the Iraq TA Subaccount is consistent with the
principles laid out in the Paris Declaration and as such represented best international practice. The
donors identified the international organization with the comparative advantage, IMF in this case, and



provided the funds to IMF. This increased donor coordination and reduced transaction costs for the
Government.

3. The delivery of the TA program in Iraq has been extraordinarily challenging because of the
difficult security environment and political changes. The IMF travel ban imposed after the tragic bombing
of the UN headquarters in Baghdad in August 2003 remains in force. As a result, all TA was delivered
offsite. This limited the interaction with counterparts and precluded the use of onsite policy advisors. The
TA was delivered though missions, workshops, seminars and training in neighboring countries.

4, The objectives of evaluation were to assess: (i) the TA strategy; (ii) the TA provided; and (iii) the
offsite TA delivery modality. The evaluation assessed the relevance, efficiency, effectiveness and
sustainability of the TAs and identified lessons to inform IMF’s future TA strategy and program in Iraq.
Because of the security situation, the evaluation was an offsite assessment that drew heavily on
documents available in IMF and interviews with IMF staff. Limited feedback was received from
Government officials through a small number of interviews with key informants and a completed
questionnaires covering TAs provided to CBI and the COSIT. The evaluation team also contacted other
TA providers and their consultants, some of whom were stationed in Baghdad.

B. Evaluation Ratings

5. The total portfolio of TAs was rated as successful (see table below). The findings of the
evaluation team are consistent with feedback from MOF, CBI and COSIT that was broadly positive. All
three major clients requested additional TA to continue improving macroeconomic management and
generally rated the TAs favorably. Given the difficult conditions prevailing in Irag and the fact that an
offsite delivery model was used, this is a good to very good outcome. Relevancy, efficiency and
effectiveness were all rated as good. Given the continuing challenges associated with operating in Iraq,
concerns about the level of continued IMF involvement and problems in participant selection for some
TAs, sustainability was rated on the border between modest and good.

Assessment of the TAs Financed from the Irag Subaccount

. Rating®

Criteria W(‘jf)’ht FAD | MCM | STA [score®

37 45 18 100

Relevance 30 3.1 3.3 3.1 3.2
Efficiency 20 3.0 3.3 2.8 3.1
Effectiveness 30 2.7 3.3 2.8 3.0
Sustainability 20 2.5 2.6 2.5 2.5
Overall Rating/Score 100 2.8 3.2 2.8 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to each TA department

Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs; STA = Statistics|
Department TAs

6. There were differences in success between and within TA departments. Although the portfolios
for all three TA departments were rated as successful, the portfolio of MCM TAs performed the best,
followed by the STA and FAD portfolios. Two clusters of TAs achieved excellent results and were rated as
highly successful: (i) MCM’s Bank Supervision Training and Bank Restructuring TAs; and (ii) STA’s
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Monetary and Financial TAs. Of the 13 clusters of TAs that were rated, two were rated as highly
successful, 6 as successful, 4 as partly successful and one as not successful.

C. Findings and Lessons

7. Several findings were common across most of the TAs: (i) the TAs were generally based on
adequate diagnostics and received high ratings in terms of consistency with IMF activities in Iraq; (ii) the
topics covered by the TAs were consistent with Government priorities; (iii) Government officials generally
gave positive feedback on the TAs, their prioritization and sequencing and the results achieved; (iv) the
TA was delivered in a timely manner, given the circumstances, although time lines to achieve results
consistently had to be extended; (v) IMF’s internal management of the TAs was generally efficient; and
(vii) there was consistency between the TAs programmed and those that were delivered.

8. Lessons learned included the following: (i) because MCD played an important role in setting
priorities, the TAs was well aligned with Government priorities and IMF’s operations in Iraq; (ii) the offsite
model achieved results and was rated as successful, although there are limits as to what it can achieve --
going forward, challenges will be encountered as IMF places more emphasis on the implementation of
new policies, changing organizational structures and implementing new procedures; (iii) problems in
participant selection reduced the probability that the knowledge gained in some TA clusters will be
applied on the job — participant selection will likely continue to be a problem until IMF staff can travel to
Irag and become more familiar with the partner institutions and their staff; and (iv) a mixed picture
emerged in terms of implementing the recommendations in the 2005 evaluation undertaken by the
Independent Evaluation Office (IEO) of IMF’s TA activities, particularly related to systematically tracking
TA activities and undertaking self evaluations of completed TAs.

9. Some of the practical lessons for TA success include: (i) the need to design TA to produce
concrete outputs, rather than delivering pedagogical inputs; (ii) holding the authorities accountable for
producing or improving these outputs; and (iii) the need to engage the authorities continuously in specific
areas, through frequent workshops and regular backstopping from IMF Headquarters, rather than
workshops every couple of years.

10. Eight lessons of experience are associated with good practice and achieving development
results: (i) good coordination with other donors and their in-country experts was a key ingredient for the
top rated TAs; (ii) proper participant selection is a key ingredient of successful TAs — participants must be
employed in areas where they will apply the skills on the job, attendance should be viewed as part of
career planning, there should be a continuity of participants in a series of workshops on the same subject
and adequate prior preparation increases TA efficiency and effectiveness; (iii) the workshops for
successful TAs built on, and extended, the work of the previous workshops, by agreeing on an action plan
and reporting on progress implementing it at the next workshop — consistent involvement in a topic over a
period of several years yielded better results than a one off involvement; (iv) going forward it may be
possible to supplement the offsite workshops with the use of offsite advisors who could provide high level
advice on a part time, on demand basis, to senior officials in CBI, MOF or COSIT; (v) offsite workshops
can be used to create opportunities to address issues related to inter-departmental cooperation,
coordination and sharing of information among different Government agencies; (vi) clear, realistic
objectives should be stated in the Project Framework for each TA and used as benchmarks against which
to assess progress made; (vii) successful TAs addressed issues that were consistent with Government
priorities and IMF operations in Iraqg; and (viii) consistent involvement of well qualified IMF staff and/or
experts in a series of workshops that address the same topic. The offsite modality proved to be more
robust and effective than expected and, with good preparation and coordination with donors, can continue
to be useful going forward until security conditions permit Fund staff to travel to Iraq.

D. Recommendations

11. Be more pro-active in the coordinating with other development partners to develop
synergies help to achieve development results: Although there were examples of excellent IMF/donor
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coordination in TAs managed by all three TA departments, in some cases opportunities were missed
where potential synergies might have improved the development impact achieved by the TAs. In the best
practice examples synergies were built with other donors through: (i) joint missions; (ii) developing a joint
framework within which to provide technical assistance; (iii) inviting in-country consultants financed by
other donors to workshops to make a professional input; (iv) using in-country experts to help implement
the action plan agreed at the end of workshops; and (v) using IMF conditionalities and policy dialogue to
create opportunities for other donors to expand their programs in Iraq. The importance of donor
coordination and calls for IMF to do better in this area are not new. IEO’s TA evaluation and the
assessment of IMF’s experience in post conflict situations reached similar conclusions. Donor
coordination requires cooperation from three parties — IMF, the other donor(s) and the government.
However, each party has its own agenda, objectives, time lines and procedures. Because of such factors,
despite broad conceptual agreement that donor coordination important, it sometimes does not happen.
Going forward, consistent with the Paris Declaration on Aid Effectiveness, IMF could encourage CBI,
MOF and COSIT to take the lead in setting priorities and coordinating assistance in their areas of
responsibility. This might involve forming TA committees to be responsible for developing work plans in
conjunction with all donors, and evaluating the delivery and implementation by the staff of the executing
agencies. Such committees would serve as a useful focal point for donors and could promote
coordination among TA providers.

12. Strengthen the TA Information Management System so it becomes an effective
management tool: Although STA effectively used TAIMS to create a comprehensive information base on
TA activities, the other departments did not for a variety of reasons (e. g., not a user friendly system; not
used by departmental management as a management tool; data at the portfolio level is not regularly
produced; lack of interfaces with other Fund systems). The many information gaps and missing
documents in TAIMS increased the effort needed to undertake the evaluation and suggests that at the
institutional level IMF lacks a functioning system to monitor TAs throughout their life cycles and to
facilitate learning. The problems with TAIMS are well known. Action is expected to be taken to fix TAIMS
and use it for all TAs, regardless of the source of financing, by 1 May 2008. With a growing reliance on
external donor funding for TA activities the Fund needs to show not only that resources are used
effectively but that all management, monitoring and accountability procedures for TA are transparent and
comply with best practices.

13. Strengthen the TA evaluation system by building a self assessment system and
developing guidelines for ex-post evaluations: Some ex-post TA evaluations have been undertaken
since 2002 when the Board endorsed a proposal to introduce a formal program of TA evaluation. IMF
needs a standard methodology to evaluate and rate TAs that is set out in clear guidelines governing the
ex-post evaluations undertaken by OTM and the TA departments. A new methodology should not be
developed for each evaluation. Having a standard methodology would allow aggregation across TA
evaluations and improve the efficiency of the evaluation process by reducing the amount of time
individual evaluation teams spend developing the approach, methodology, evaluation criteria and rating
system. However, only a small fraction of IMF’s TAs can be formally post-evaluated. Such evaluations
must be complimented by a system of self evaluation for all completed TAs. None of the TA departments
had self evaluated completed TAs financed from the Iraq TA Subaccount, although a template is available
for End of Project Assessment Reports. IMF should develop a self evaluation system for TAs to: (i) learn
from past to improve future by identifying what works and what does not; (ii) provide departmental
management with an assessment of their TA portfolios at an aggregate level and by TA type; (iii) provide
the Managing Director with the information that is necessary for him to be accountable to the Board for
the use of TA funds; and (iv) provide the information that donors are increasingly asking from other
international financial institutions to demonstrate the results achieved and value for money for the grant
funds that they entrust to such institutions. IMF recognizes the weaknesses in its TA evaluation system
and work is planned to improve it by addressing these issues.

14. Improve reports to the donors: The reports to the donors focus more on inputs than outputs,
outcomes and results achieved. Problems IMF encounters in delivery TA should be frankly discussed.
This problem reflects, in part, the many gaps in TAIMS and the lack of a well developed TA self
evaluation system that can be used when preparing the reports to the donors. The focus on inputs rather



viii

than outputs appears be a systemic problem in IMF’s internal documentation for TAs as the same issue
was also reported in the IEO TA evaluation. Since the Irag Subaccount was put forward as an integral
part of IMF’s total assistance to Iraq, the report to the donors should provide a more comprehensive

picture to donors by describing the sum total of IMF’s TA support to Iraq, regardless of the source of
financing.
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. Introduction

Key Messages

e The objective of the Iraq TA Subaccount was to strengthen macroeconomic
management in monetary policy and banking, fiscal management and statistics.

e 94% of the funds have been committed.

e The delivery of TAs has been extraordinarily challenging because of the difficult
security and political environment.

e All TAs were delivered offsite.

e The Irag TA Subaccount is consistent with the Paris Declaration -- the donors
identified the international organization with the comparative advantage, IMF, and
then provided the funds to IMF.

e The evaluation was an offsite assessment with all of the associated limitations.

A. Background

15. The Technical Assistance Subaccount for Iraq was set up in July 2003 with contributions
from Australia, Canada, India, Italy, the United Kingdom and Sweden to strengthen
macroeconomic management in the areas of monetary policy and banking, fiscal management
and statistics. Support was provided to the Central Bank of Iraq (CBI), the Ministry of Finance (MOF)
and the Central Office for Statistics and Information Technology (COSIT). By the end of 2007, 94% of
the $6 million available in the Subaccount had either been spent or committed and 35 (74%) of the
47 approved TAs had been completed (see Annex A). The Monetary and Capital Markets (MCM)
Department was the largest user of TA, both in terms of numbers (17) and amount ($2.175 million or 37%
of the total). The Fiscal Affairs Department (FAD) accounted for 30% of resources committed and the
Statistics Department (STA) for 14% of the total. Training courses put on by the IMF Institute (INS) used
3% of the total commitments. The remaining allocations were accounted for by two small activities' and
the $635,000 in administration costs that offset the costs incurred by IMF for administering the
Subaccount®. Background information in the Irag TA Subaccount is given in Annex A.

16. The delivery of the IMF TA program in Irag has been extraordinarily challenging because
of the difficult security environment. As stated in the staff report for the 2007 Stand By Arrangement,
despite some improvement in 2007, the security situation continues to hamper economic recovery. IMF’s
overall assessment is that “Although most parts of the government are functioning, the security problems
are straining its capacity to develop and implement policy.” The poor security was not, and could not,
have been foreseen when the Fund and donors began to discuss the concept of the Iraqg TA Subaccount.
However, with the tragic bombing of the UN headquarters in Baghdad in August 2003, IMF suspended all
travel to Iraq. The travel ban continues to remain in force. As a result, all activities financed under the

' The cost of a resident coordinator in Amman to help with the administration and logistics associated with the
workshops and the cost of this evaluation.

2 As a matter of policy IMF levies a 13% administrative fee on all such funds which covers about half of the cost of
IMF staff time spent on backstopping and managing TAs and trust funds. IMF is reforming this policy to enhance
transparency and strengthen accountability. Starting in mid 2008, IMF will identify all related costs for a specific TA.
Donors will be billed for all direct costs for TA delivery, including staff time spent for backstopping and project
management, and the administrative fee will be reduced to between 5 percent and 7 percent.



TA Subaccount were delivered offsite. The inability of Fund staff and experts to travel to Iraq made it
difficult to undertake the detailed diagnostics that are usually a pre-requisite for the effective delivery of
TA and to have frequent interaction with counterparts. Onsite policy advisors that play a crucial role
supporting the Fund’s efforts to strengthen macroeconomic management in virtually all countries could
not be used. The TA was delivered though consultation missions, workshops, seminars and training held
in neighboring countries. Tragically, several senior government officials working as counterparts to
IMF staff were assassinated during the period under review. The lack of security also contributed to
counterpart staff turnover and made it difficult to implement policy changes and capacity building
measures.

17. Irag has undergone a major political transformation. After the war, Iraq was governed by the
Coalition Provisional Authority (CPA), which was followed by an Iraqi Interim Government in June 2004.
Parliamentary elections for the Transitional National Assembly were held in January 2005. In May 2005
the Iraqgi Transitional Government was sworn in and began working on the constitution which was
approved by a national referendum in October 2005. Following the parliamentary elections in December
2005, the National Unity Government took office in May 2006 after lengthy negotiations among political
parties. There were strains in the governing coalition during 2007 but the government remains in office.
Iraq is in the early stages of a transition to democracy, a political system that has not been experienced in
Irag’s long history. It takes time to build the institutions, legal regulatory framework and the political
parties and coalitions that are needed to make a democratic system work. This is a particular challenge in
Iraq given the regional and ethnic/religious divisions and the legacy of the past regime. This political
transformation created challenges for the delivery of TA and implementation of the related
recommendations.

18. The uncertainties of beginning operations in Iraq were recognized in the July 2003 Program
Framework for the Subaccount. The initial plan was subject to change since it was not feasible to develop
a detailed program in the circumstances. The use of the funds was based on a rolling work plan to be
approved by participating donors. Provision was made to adjust the work program as circumstances
warranted, a pragmatic approach to managing uncertainty.

19. The 2003 Program Framework recognized the importance of donor coordination, noting that
in post-conflict situations donor support sometimes overwhelms the adsorptive capacity of the
government and that the Fund’s TA framework could help provide the basis for donor collaboration. The
Program Framework raises the possibility of IMF being able to play a lead role in advising the
government on how to monitor and promote donor coordination. IMF typically focuses on
strengthening the core economic institutions, establishing an appropriate institutional and legal framework
and supporting capacity building. IMF often takes the lead providing TA in the fiscal, monetary, statistical
and in some legal areas. IMF’s TA activities were viewed as being part of a larger framework of TA
delivery developed collaboratively with other donors. The emphasis on donor coordination was consistent
with the subsequent 2005 Paris Declaration.® The design of the Iraq TA Subaccount is consistent
with the principles laid out in the Paris Declaration and as such represented best international
practice. The donors identified the international organization with the comparative advantage, IMF
in this case, and then provided the funds to IMF. This increased donor coordination and reduced
transaction costs for the Government.

B. Objectives and Limitations of the Evaluation

20. The evaluation was undertaken because the work programs under the original financing
are close to completion and a new round of financing is contemplated to begin in 2008. The
objectives of the evaluation, which covers the period from 2003 to late 2007, were to assess: (i) the TA
strategy; (ii) the TA provided; and (iii) the offsite TA delivery modality. The evaluation assessed the
relevance, efficiency, effectiveness and sustainability of the TAs and identified lessons that could help to

> PARIS DECLARATION ON AID EFFECTIVENESS. Ownership, Harmonisation, Alignment, Results and Mutual
Accountability. March 2005.



formulate IMF’s strategy for its future TA Program in Irag. FAD, MCM and STA TAs were evaluated but
the IMF Institute training courses were not".

21. The security situation constrained the evaluation as it required an offsite assessment. This
is clearly a second best solution and does not reflect best practice. Limitations for the evaluation include:
(i) limited feedback from Government officials to get their views on the TAs; (ii) limited ability to
interact with workshop participants to determine whether they found the workshops useful and applied
the knowledge gained in their day to day activities; (iii) limited diagnostic work that could be done to
assess the relevancy of the strategy, the appropriateness of the focus of the TAs, the efficiency of its
delivery and its effectiveness in achieving results; and (iv) limited ability to assess Government
ownership.

22. This evaluation was prepared under the direction of the Office of Technical Assistance
Management (OTM). The evaluation was undertaken by three independent evaluators: (i) Bruce Murray,
who was the lead evaluator responsible for coordinating the work of the team and evaluated the STA
TAs; (ii) Patrick Downes, who evaluated the MCM TAs; and (iii) Benoit Chevauchez, who evaluated the
FAD TAs. No member of the evaluation team had worked previously on TAs in Iraq or had a conflict of
interest. The evaluation team acknowledges that support and assistance provided by the staff of OTM,
FAD, MCM, the Middle East and Central Asian Department (MCD) and the Legal Department and officials
from the Central Bank of Iraq (CBI), the Ministry of Finance (MOF), the Central Office for Statistics and
Information Technology (COSIT) and the staff and consultants of other TA providers.

* These activities were excluded from the scope of the evaluation for a number of reasons: (i) general

macroeconomic training did not fit easily into the evaluation framework; (ii) the small portion of the funds used to
finance these activities; (iii) there is an evaluation system for INS courses, which includes a triennial survey of
agencies that send participants to the courses and regional meetings addressing the content of the training program
(one covering Middle Eastern countries was held in Abu Dhabi in December 2007); and (iii) time and resource
constraints for the evaluation precluded organizing a follow up survey of participants.



[I. Evaluation Approach and Methodology
A. Conceptual Framework

23. The evaluation approach and methodology is summarized below and discussed in more detail in
Annex B. The conceptual framework covers the results chain and factors external and internal to IMF that
influenced the results achieved (see Figure B1 in Annex B). The results chain summarizes the steps from
the identification of the TA to the impacts that can be plausibly attributed to the provision of the TA.
Conceptually, the results chain included: (i) strategy and TA selection; (ii) TA design; (iii) inputs; (iv)
outputs; (v) outcomes; and (vi) impacts. The results chain was used to develop check lists to guide the
work of the evaluation team and a set of sub-criteria used to rate various aspects covered by the
evaluation.

24. The end results achieved by IMF TAs are sometimes influenced by factors beyond IMF’s control.
In assessing the success, or otherwise, of the TAs, the evaluation team examined external factors that
affected the results. The evaluation team is rating the success of the TA and not just the contribution of
IMF staff. Because of external factors cases could arise, for example, in which IMF’s contributions were
good but the TA did not achieve the results intended. In such cases the negative impact of external
factors could overwhelm the positive contributions of IMF staff.

25. The 2005 evaluation® of IMF’s TAs undertaken by the Independent Evaluation Office (IEO)
identified methodological challenges related to evaluating TAs. Similar challenges were encountered by
the evaluation team and, indeed, are commonly faced by international agencies that provide and evaluate
TA. One particular methodological challenge related to attributing results to the effects of TA. IEO noted
that this becomes more difficult at the higher levels of the results chain and that such assessments rely
heavily upon qualitative judgments. IEO concluded that its “efforts to assess impact have revealed
shortcomings in documentation and processes that limit the extent to which one can evaluate outcomes.
This, in turn, undermines accountability and the potential for the IMF’s evaluations to be used as learning
tools and mechanisms to allocate future TA.”

26. Normally, evaluations seek extensive feedback from senior officials in executing agencies and
workshop participants. Because of the travel ban, this was not possible for this evaluation. The evaluation
team relied heavily on a review of material in IMF’s files and interviews with IMF staff. The following
methods were used to obtain feedback from lIraqi sources: (i) two members of the evaluation team
attended the final day of a bank restructuring workshop in Amman which allowed for interviews with
participants from CBI, including the Deputy Governor, MOF and the Supreme Audit Authority; (ii) a
telephone interview with the CBI Governor; (iii) a trip by one member of the evaluation team to Amman to
meet with the senior adviser to the Minister of Finance; (iv) questionnaires that were completed by senior
officials in CBI for TAs related to bank supervision and restructuring, payments systems, monetary
operations/foreign exchange auctions and treasury bill auctions, accounting, monetary and financial
statistics and balance of payment statistics; (v) a questionnaire completed by the head of COSIT covering
the national accounts and the price statistics TAs; (vi) an interview with staff in the office of the IMF
executive director representing Iraq; (vii) a review of documents submitted by the Government to IMF;
and (vii) a review of material on the web pages of CBl and COSIT. Further information on the local
situation was obtained through face to face and telephone interviews with staff of the United States
Agency for International Development (USAID), the Department for International Development (DFID) of
the United Kingdom, the United States Treasury Department and the United States Federal Reserve
Board, including those who are/were stationed in Baghdad and in-country consultants employed by the
United States Treasury Department and USAID.

° IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International Monetary
Fund. 31 January 2005 (http://ieo-imf.org/eval/complete/eval_01312005.html).

® Ibid. Para 156.



B. Evaluation Criteria and Rating Methodology

27. The terms of reference provide an evaluation framework that is based on relevance,
effectiveness, efficiency and sustainability, an approach that is consistent with the practices used by other
international financial institutions. The sub-criteria used to assess these four dimensions of evaluation,
the rating methodology and the weights applied to each of the sub-criteria and the four dimensions of
evaluation are summarized below and described in Annex B. Each sub-criteria was rated on a four point
scale of excellent (4 points), good (3 points), modest (2 point) and poor (1 points)’. The sub-criteria follow
with the weights shown in brackets:

a) Relevance: (i) quality of diagnostics (20%); (ii) consistency of TA with IMF activities in Iraq
(30%); (iii) consistency with Government priorities (30%) and (iv) IMF/development partner
coordination (20%).

b) Efficiency: (i) process and implementation efficiency (30%); (ii) consistency of engagement
(30%); (iii) efficient use of resources (30%); and (iv) timeliness (10%).

c) Effectiveness (i) use of TA outputs (30%); (ii) desired versus actual outputs (30%); (iii)
effectiveness of offsite delivery mode (10%); and (iv) the significance of IMF’s contribution to
developing core economic functions/institution building (30%).

d) Sustainability: (i) Iraqgi context (20%); (ii) continued IMF involvement (30%); (iii) Government
ownership of TA outputs (30%); and (iv) the likelihood that participants will apply the knowledge
gained on the job (20%).

28. Each FAD, MCM and STA TA cluster was rated against each of the sub-criteria for the four
dimensions of evaluation. The scores for the TA clusters were aggregated, weighted by the proportion of
the TA budget allocated to each cluster. The weighted scores calculated for each or the four dimensions
of evaluation were, in turn, aggregated using the specified weights to assess the FAD, MCM and STA TA
portfolios. Slightly more weight was given to relevancy and effectiveness (30% each) than to efficiency
and sustainability (20% each). The results for the three TA departments were then aggregated, weighted
by their TA budgets, to derive the overall assessment of all TAs funded under the Irag TA Subaccount.

29. Standard descriptors, based on numerical cutoffs, describe the overall ratings:

a) Highly Successful or Excellent. Overall weighted average was greater than 3.5. A
rating of this level means that at least 2 of the 4 sub-criteria were rated as a “4” and the
others were rated as “3”. This rating is given to TAs with particularly good ratings on all
four of the sub-criteria. Few TAs achieved such a rating.

b) Successful or Good. The weighted average was between 2.5 and 3.5. At the high end
of the range, two of the four sub-criteria were rated as “4” and at the low end, two were
rated as “2”. Although there were some issues related to one of more of the sub-criteria
that prevented an excellent rating, there were no major shortfalls, and the TA resulted in
relevant outputs that are likely to be sustained. Problems were small relative to the
positive findings.

c) Partly Successful or Modest. The weighted average was between 1.5 and 2.5 on a
scale of 4. At the upper end of the range, two ratings of “3” could have been achieved
while at the lower end, the ratings could include two “1”s. Although the evaluation
identified shortfalls in several of the sub-criteria, there were also some positive findings,
although not what was originally expected.

d) Not Successful or Poor. The weighted average was less than 1.5. In this case, probably
three of the 4 sub-criteria were rated as poor by the evaluators. The TA had clear
problems at the time of evaluation and did not succeed in achieving development results.

30. This approach provides a consistent basis for overall assessments. The evaluation Team
carefully assessed and modified the initial ranking in an iterative process to ensure consistency between
TA clusters within a TA department and across TA departments. The relative rankings of the sub-criteria

" This four point rating scale is similar to the rating scale that is supposed to be used in IMF End of Mission
Assessment Reports and End of TA Assessment Reports.



were also reviewed for logical consistency. Particular attention was given to those ratings on the
borderlines used to define the descriptors.

31. International experience in assessing TAs was adapted by the evaluation team to reflect the
terms of reference. It is the first application of such a detailed rating and scoring system in an evaluation
commissioned by OTM. This experience should serve as a useful model to inform OTM and IEO and lead
to the development of a standard approach and guidelines for IMF TA evaluation going forward. In doing
so it would be desirable to seek feedback on the weights and sub-criteria used in the rating system from
Fund staff. If differences in opinion on the weights resulted in different ratings, the alternate views could
be presented in the report. A Delphi technique should be used to reach consensus between OTM, the TA
departments and the area departments on the sub-criteria used under each of the four dimensions of
evaluation and the various weights used. This should be done an independent exercise that is not related
to any particular evaluation. Eventually OTM should have a standard set of sub-criteria and weights that
could be used for all ex-post TA evaluations and summarized in an OTM issued guideline. The same
weights and sub-criteria should be under in any self evaluation system that IMF develops for TAs.

C. Triangulation of Information

32. The evaluation team drew on information from different sources including documents available
from IMF, interviews with representatives from concerned constituencies on the IMF Board of Directors,
multiple discussions with Fund staff from OTM, MCD, FAD, MCM and STA, questionnaires completed by
the key macroeconomic agencies, interviews with Iraqgi officials and participants within the limits imposed
by the travel ban to Iraq and discussions with the staff of some key donor partners and their consultants.
In reaching its conclusions, the evaluation team considered the evaluation evidence from all sources and
attempted, to the extent possible, to validate key conclusions with information from multiple sources. The
evaluation team tried to address the methodological challenges associated with evaluating TA by using
triangulation but the information base was incomplete and a considerable amount of judgment had to be
applied. The evaluation methodology was designed to make those judgments transparent to the reader.
The report was circulated in draft form within IMF. The comments received were reviewed and, when
considered appropriate by the evaluation team, the report was revised in the light of the comments.

33. There are challenges applying this quantitative framework of ratings and scores to a TA program
that is still in its early stages. In many areas it is a work in progress. This type of assessment is more
commonly applied to completed projects where outcomes, sustainability, and impacts are clearer. In
terms of progress with monetary policy, financial sector development, the fiscal area and macroeconomic
statistics, Iraq is just beginning the first generation of reforms, a task that is being undertaken in extremely
difficult security and political conditions by executing agencies with limited institutional capacity and low
absorptive capacity. While there are some successes to be highlighted, which are significant
accomplishments given the present context in Iraq, in many areas they do not represent a core mass for
sustainable progress at this stage. Despite these qualifications, the evaluation team is of the view that the
evaluation framework and methodology used is appropriate to identify lessons which should inform the
Fund’s strategy in moving ahead with the TA program in Iraq. As per the terms of reference, this is the
primary purpose of the evaluation.



[1l. Evaluation of the Fiscal TAs

Key Messages

e Overall, the fiscal TAs were rated as being successful.

e The Public Financial Management TAs were more successful than the Fiscal
Federalism TAs which were more successful than Tax Policy TAs.

e The fiscal strategy and TA prioritization and sequencing were adequate.

e TAs contributed to a new Chart of Accounts that is GFSM 2001 compliant
(http://www.imf.org/external/pubs/ft/gfs/manual/).

e Outcomes of other TAs is not always clear since much of the advice provided has not
yet been acted on by the Iraqgi authorities

¢ While technically very good, some of the training was over ambitious, there were
issues related to trainee selection and there is no way to determine if the knowledge
acquired was used on the job

o The offsite delivery mode was successful in achieving results but there are limits of
what this modality can achieve.

e FAD did not use TAIMS as a management tool.

A. Introduction

34. This section summarizes the evaluation of the FAD technical assistance provided to Iraq over the
period 2003-2007. It is based on the analysis and conclusions in Annex C.

35. Two introductory comments must be made:

a) The information and data on which this evaluation is based are fragile. No onsite visit
could be made to observe the situation on the ground, the actual status of the reforms and
the specific results of the technical assistance provided by FAD. Contacts with the Iraqgi TA
recipients were very limited: no reply was received to the questionnaire sent in December
and again in January. The only opportunity to hear the recipients’ views directly was a two-
hour discussion with the senior adviser to the Minister of Finance in Amman on 29 January
2008. Most of the information obtained comes mainly from documents and written or oral
exchanges with IMF departments and with the other stakeholders. It was not possible to
clarify uncertainties. A cautious approach must therefore be adopted towards the opinions
expressed in this evaluation.

b) The FAD strategy and the activities undertaken must be considered in the light of the
political and security context in Irag. The Fund’s decision to provide technical assistance
to Iraq, although it was physically impossible to visit the country, was political in nature.
Assessing the appropriateness of that decision was beyond the scope of this evaluation. The
TA activities, their results and their impact cannot be evaluated without taking into account
the security and political constraints.

36. FAD TA to Iraq has two specific features: (i) it did not cover all the FAD competencies and
has focused primarily on subjects dealt with by the Public Financial Management (PFM) teams; and



(ii) the TA provided focused mainly on general themes instead of more specific operational and
technical subjects.

37. For the purposes of the evaluation, the FAD TAs were grouped into three clusters:

a) Public Financial Management: This important TA category concentrated on all the elements
which traditionally, in all countries, are involved in the management of government spending:
budget, management, audit, treasury, accounting, etc. These activities were all organized by
the FAD PFM teams.

b) Fiscal Federalism (FF): This cluster includes the three seminars held between December
2004 and December 2006 on subjects related to fiscal decentralization, fiscal federalism and
petroleum issues. The discussion of these three topics covered, from different angles, the
various aspects of one crucial question: how to distribute the government revenue derived
from petroleum activities between public authorities at various levels in Irag. This broad issue
combined technical subjects, of a fiscal and budgetary nature, in a group reflecting one of the
basic characteristics of Iraqi government finance: 98% of domestic government resources
(excluding donor contributions) come from petroleum production. These activities were
mostly dealt with by PFM team members but other divisions also contributed.

c) Tax Policy (TP): For reasons related to the characteristics of Iraqi government finance,
virtual non-existent tax revenue, tax policy questions were dealt with in a limited fashion;
there was practically no attention to the technical aspects of tax administration. These
activities were the responsibility of the FAD Tax Policy Division.

38. Over this 54-month period, FAD undertook the following activities. Five missions: two general
missions on PFM subjects in 2003 and 2005, followed by two targeted missions on specific technical
questions [Chart of Accounts (COA) in 2005 and the Financial Management Information System (FMIS) in
2006] and a short mission on tax policy questions (2007). There were 10 training seminars, including six
during the first quarter of 2004, on a large group of subjects ranging from general budget policy questions
to customs administration and budget decentralization questions. With the exception of the first mission,
which took place before the attack on the United Nations building in Baghdad, all these activities took
place in the capitals of neighboring countries (i. e., Amman, Beirut, Abu Dhabi).

39. Between 200 and 250 Iraqi officials were in contact with about 40 IMF experts, who spent a
combined total of about 500 days in the region. This activity was mainly concentrated in an initial period
from July 2003 to April 2005. No activity was undertaken in the region over the subsequent 16 months
(April 2005 to November 2006). Since November 2006, activities have resumed at a modest level. In
addition to these activities FAD also undertook work in Iraq that was financed from the Fund’s budget.
Examples of such activities include extensive reviews and provision of written comments or advice on the
development of the Financial Management Law and the new budget classification, some remote advice
from Washington, some discussions during annual and spring IMF meetings and TA administration (e.g.,
TA planning, contracting and administration). FAD activities that were not funded from the TA Subaccount
are not covered by this evaluation.



40. The allocation of the FAD TAs, by cluster, financed from the Subaccount is shown in Table I11.1.

Table Ill.1: Distribution of FAD TAs by Cluster
. % of Total

TA Cluster Budget ($) Expenditures ($) Budget

Public Expenditure Management 851,785 742,426 49%

Tax Policy 482,255 406,755 28%

Fiscal Federalism 405,531 296,379 23%

Total 1,739,571 1,445,560 100%
B. Assessment of the Fiscal Strategy
41. No comprehensive strategy covering the whole fiscal area was prepared to prioritize,

sequence and guide FAD's TA activities in Iraq. However, based on the material reviewed by the
evaluation team, it is clear that an implicit strategy guided IMF’s support for fiscal reform in Iraq. Based on
an analysis of the following factors, the implicit FAD strategy was assessed as adequate:

a) Sequencing: The sequencing and prioritization of the TAs was satisfactory. For
PFM, the 2003 and 2005 reports identified a comprehensive array of goals and tasks covering both
budgeting and management. The sequencing was clearly defined and broken down between short term,
medium term and long term reforms. A two step strategy was developed for PFM moving from providing
advice based on sound diagnostics on a broad range of issues to a focus on two well defined activities --
COA and the FMIS — areas in which FAD has good skills and were directly related to SBA structural
performance criteria. In the areas of fiscal federalism and tax policy, FAD was content to train and provide
advice by introducing international practice to Iraqi officials. No more specific, operational TAs in these
fields were provided. No detailed, prioritized action plans for implementation were developed for TP and
FF, something that would have been premature. Feedback from MCD staff, MOF officials and other TA
providers in the fiscal field indicated that the broad priorities and sequencing were appropriate.

b) Flexibility/Robustness: For each cluster, beyond the initial comprehensive reviews,
specific TA actions were undertaken in response to Iraqi requests and the local situation. This process
was pragmatic and adaptable to changing circumstances.

) Focus: The focus on the expenditure side of public finances and a more general
involvement on the tax side was appropriate given the fiscal conditions in Iraq -- The rather good
fiscal situation, i.e., balanced budget or surpluses, is quite exceptional for a developing country. This is
why tax policy and tax management were not priorities during the evaluation period. The reports on the
2005 (http://www.imf.org/external/np/sec/pr/2005/pr05307.htm) and 2007 SBAs
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) make it clear that because of poor security
there were problems in budget execution and needed expenditures to restore infrastructure could not be
made. Also, Government revenues increased significantly as the price of oil approached $100 per barrel.
While the PFM focus was an appropriate choice for the short-medium term, in the longer term tax
issues will have to be addressed. The focus of PFM on two well defined major building blocks of
any budget system, COA and FMIS, was appropriate given the limited IMF resources and the
significant financial and human resources provided by other TA providers in the fiscal area’. Because of
the local context, the TP and FF clusters could not have a precise focus in the early stage of IMF’s
involvement.

d) Realism: The strategy was judged to be realistic because it was compatible with the
FAD technical resources and the planned TAs were largely delivered. The 2003 FAD TA action plan

8 Primarily USAID, which financed BearingPoint consultants, DFID, which financed a team from the Adam Smith
Institute, and the World Bank.
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identified many operational issues that were not addressed by the subsequent TAs, specifically issues
involving managerial and organizational questions. However, the FAD TA action plan pre-dates the tragic
bombing of the UNDP building and IMF’s travel ban and was developed at a time when onsite activities
could be planned. The main impediment was not access to funding -- more funds were available from the
Iraqg TA Subaccount than could be committed in during most of the evaluation period. Rather, the main
constraint related to the recruitment of well qualified experts who were available in a timely manner. The
PFM strategy appears to have been quite ambitious compared to the absorption capacity of the
Iragi administration, the security conditions and the availability of expertise.

e) Evidence of Learning: There is evidence of learning in the strategy. There was
consistency between the FAD strategy and the lessons drawn from the Fund’s past experience in post-
conflict countries.

C. Overall Assessment of the Fiscal TAs

42. The overall rating of the fiscal TAs is given in Table Ill.2. Overall, the FAD TAs were rated as
successful. The Fiscal TAs were rated as relevant and efficient, above the mid-point in the range. The
ratings were slightly lower for effectiveness and on the border between sustainable and partly
sustainable since, given the difficult situation in Iraq, the lack of clear evidence of actual results and the
prospect of real improvements was not obvious for all the clusters. PFM — the largest cluster of FAD
TAs -- was the most successful and was rated above the mid-point of the successful range. The FF
cluster was also rated as successful, but below the mid-point in the range. The TP cluster was rated
as partly successful, as it has not shown the same level of success at this point in time.

Table II1.2: Overall Assessment of the Fiscal TAs

Weight Rating®
Criteria (%) PFM TP FF Scoreb

49 28 23 100
Relevance 30 3.5 2.3 3.2 3.1
Efficiency 20 3.0 2.7 3.3 3.0
Effectiveness 30 3.0 2.4 2.4 2.7
Sustainability 20 2.8 2.3 2.3 2.5
Overall Rating/Score 100 3.1 2.4 2.8 2.8

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.

Highly Successful (Excellent) ? 3.5; 3.5 < Successful (Good) ? 2.5;
2.5 < Partly Successful (Modest) ? 1.5; Not Successful (Poor) < 1.5

PFM = Public Financial Management TAs; TP = Tax Policy TAs; FF = Fiscal Federalism TAs

43. This overall rating is based on the following considerations:

a) The specific areas of intervention were correct: overall, the areas chosen suitably
reflected the needs of the Government, took into account the current situation, were in line with the
general policy of the IMF in Irag and were consistent with the activities of other donors. The phasing of
implementation was satisfactory, since urgent subjects were given priority and those which could wait
were dealt with at the end of the period.

b) The technical quality of the TA provided was excellent: the experts deployed all had
excellent qualifications in the subjects that they covered; all procedures met high professional standards;
the outputs of these activities (mission reports or teaching materials) were of good quality.

c) Project oversight and management were generally satisfactory and followed the
usual IMF rules and practices for TA: for each activity there were terms of reference defining the
proposed goals and procedures, submitted to the monthly committee meeting chaired by the head of
FAD. A report on each activity was prepared and circulated by the team responsible. This traditional
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methodology ensured good continuity between the various activities, most of which kept to the original
schedule. However the procedures for project oversight and management could have been improved in
two respects. First, there was no general document on FAD overall strategy; only the strategy relating to
the specific area of PFM was formalized (twice, in 2003 and then in 2005). The lack of a formalized FAD
strategy in Iraq reflects the fact that overall strategic oversight of the TA seems to have been mainly
provided by the regional department, MCD. Second, there seem to have been some shortcomings in
overall coordination: internal coordination in FAD (see below), coordination within the IMF with other TA
departments (certain technical areas of TA were common to FAD and MCM or to FAD and STA),
coordination with other technical assistance providers (coordination was entirely satisfactory with the
World Bank; coordination with USAID was good in some areas but there were some differences of
opinion in other areas; DFID felt that better coordination could have taken placeg).

d) The on the ground impact of the activities undertaken has sometimes been
guestioned. However, no onsite visit was possible either by FAD or by the evaluation team so
evidence in this area is sparse. FAD was able to visit Baghdad once in 2003 to make an overall
assessment of the budget system, but that was the first and last time. All the information obtained on the
situation in Irag and developments over the evaluation period is therefore indirect and reported by
sources whose reliability cannot always be guaranteed by the evaluator. In addition, most of the TA was,
to varying degrees, concerned with “knowledge transfer” rather than with “operational advice”. This was
the case, in particular, for the training seminars. Questions may also be asked, for example, about the
ultimate impact of the TA activities on the allocation of government funds derived from petroleum (FF).
These seminars, attended by the top international experts on these subjects and by the political and
administrative decision-makers concerned, seem to have been good but no petroleum legislation has yet
been adopted. While there is a lack of clear evidence that tangible results were achieved, it is clear that
the principal determining factors for this are beyond the control of FAD. Although FAD interventions have
not always produced actual solutions, they have helped to introduce a spirit of economic and financial
best practice into discussions that are sometimes dominated political, ideological and religious issues.
Introducing best practice into such discussions was a useful contribution in its own right and FAD was
well positioned to provide such advice. However, providing excellent advice in such circumstances does
not always result in the achievement of outcomes and impacts used in the conceptual framework for the
evaluation (see Figure B1 in Annex B). Sometimes factors beyond the control of IMF can result in such
advice not being acted upon.

D. Assessment of the Fiscal TA Clusters
1. Evaluation of the Public Financial Management TAs

44. The main area of intervention of FAD was PFM. The initial period (from July 2003 to March
2005) was a period of intense activity covering all the subjects, by means of the two missions and at the
six seminars held over this period of some 20 months (see the pattern of FAD expenditures in Table A3).
Subsequently FAD activity was less intense and concentrated on two specific subjects: COA and
FMIS. This concentration of effort on these subjects was appropriate. They are basic underlying elements
needed in Iraq’s budgetary system. Also, FAD has solid skills in these areas and experience that is widely
recognized in the donor community. These two areas were covered in the conditionalities adopted under
the Stand By Arrangements (see Annex F). These activities and products were fully in compliance
with the Fund’s usual professional standards (e.g., scientific rigor and technical expertise of TA staff;
implementation method and organization; quality of outputs like mission reports and seminar teaching
materials). However, the nature of FAD involvement in these two areas was fundamentally different. For
COA, it was FAD and MOF that were directly responsible for the construction of this tool. In the case of
FMIS, FAD did not have operational responsibility or authority to make decisions — rather
USAID/BearingPoint played the lead role and FAD acted as an adviser to MOF.

45. The two missions (2003 and 2005) were clearly useful. They provided MOF, immediately after the
change of regime, with complete and detailed global analyses of the existing budget system, its

° FAD made major efforts to coordinate with and share information with DFID in 2005. However, MOF discouraged
inviting DFID financed consultants to the workshop.



12

principal features, its weaknesses and the main directions of the reforms to be undertaken.
Priorities were set on this basis. While they were prepared for MOF, these documents were also very
useful as a common basis for programming the TA activities of the entire donor community as
regards to PFM. One reservation concerns the gap between the appropriate but highly ambitious
recommendations and the lack of advice on ways and means of implementing them; in other words,
while the target appears correct, the road leading to it was not well marked.

46. The PFM training provided in the first half of 2004 followed a needs-appropriate program and was
delivered by highly competent experts using good-quality teaching materials. The general issue of
the composition of this and for the training for the other clusters (FF and TP) is discussed in a later
section on training activities.

47. In the case of the more operational activities, the positive impact of the TA is undeniable for
COA: if Iraq today has a budgetary and accounting nomenclature meeting international standards (GFS
Manual 2001), it is mainly because of the TA provided by FAD.

48. With regard to FMIS, an area in which FAD has been active over the past four years in an
advisory role, the benefits are not so clear, since no FMIS will be operational for some time. From
the viewpoint of the interests of Iraq, the attempt to develop a functioning FMIS was a failure. However,
this failure is not attributable to FAD: the FMIS project was managed by USAID/BearingPoint. FAD
consistently raised questions and expressed concerns about the approach adopted because the FMIS
was not based on a detailed needs analysis that adequately considered the legacy system. FAD
deserves credit for raising important issues that, unfortunately for MOF, turned out to be correct. With the
benefit of hindsight, Irag would have benefited if a more collaborative and trusting working relationship
had been established between the three partners: the MOF, USAID/BearingPoint and FAD, rather than
the approach taken by USAID and the authorities at the time that did not involve FAD. The future
progress of FMIS, which seems to be resuming in 2008 in better conditions, should be monitored
carefully.

2. Evaluation of the Tax Policy TAs

49. General tax policy (TP), the second FAD area of intervention, has been addressed by two types
of activity: in the first half of 2004, a series of general training seminars on tax questions for senior
Ministry of Finance officials; and, at the beginning of 2007, a short mission combined with a seminar to
assist with the formulation of global tax policy, proposing a number of strategic options to design the tax
architecture, particularly through the introduction of a sales tax that could eventually lead to the
introduction of Value Added Tax. The later and lesser involvement of FAD in tax questions was
justified in view of the small share of tax revenue in current financing of government spending in
Iraq. However, these questions, which were not urgent to immediately address following the war, must
now start to be addressed so that the budget can, in the long term, be based on more balanced and
more sustainable resources. A second mission on tax choices, focusing on the possibility of a sales tax, is
scheduled for the first half of 2008.

3. Evaluation of the Fiscal Federalism TAs

50. Questions relating to fiscal federalism (FF) were covered in the third FAD TA cluster. In the area
of government finance, this is definitely one of the most important structural subjects for Iraq, since it
concerns how to share between the center and the regional and local governments the petroleum
revenues which are the only major source of revenue for government budgets. The selection of this
topic was appropriate. This is a central issue and its solution will be decisive for the construction of the
Iraqi budgetary system and therefore for the viability of the Iraqi State. It was important not to allow this
debate to develop solely in political, regional and religious terms and to include in the debate references
to technical, economic and financial issues and international experience. The IMF was particularly well-
suited, within the international donor community, to tackle this subject.
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51. At three seminars, starting in December 2004, this very basic question was addressed from
different viewpoints: fiscal decentralization, fiscal federalism and petroleum issues. These seminars
were attended not only by senior staff from the ministries concerned but also by members of
Parliament. This mixed attendance, including politicians, was appropriate for a subject of this
kind.

52. A draft paper was prepared for the discussions of the Iragi Constituent Assembly by IMF
and World Bank staff and consultants that presented key options. The final working paper10 reflected
the thrust of the discussions, including the views on the options prepared by the Iraqi officials and
included a short-term work plan for the Assembly. A second technical paper was prepared by IMF
staff in February 2007 on the basis of discussions that took place during the seminars, more
focused on petroleum issues. That document suggested a coordinated strategy to deal with
intergovernmental fiscal relations and petroleum issues. However, that paper was not cleared for
release, an indication of the sensitivity of the topic. Whatever was the rationale of this final decision, it
underlines the gap between the amount of inputs invested by FAD in this work and the limited amount of
documentation that was produced to provide information in a formal, visible and long lasting form that was
accessible to a broad audience. The immediate impact of these activities, which were conducted in
an entirely satisfactory manner with regard to professionalism and quality, is difficult to observe
today. It was not possible systematically to monitor whether the beneficiaries use of the knowledge
transmitted and it is difficult to know whether they actually have used, or will use, the knowledge thus
acquired.

53. Regarding FF, the final achievements of TA merit some comments. Sharing of the oil revenues
lies at the heart of fiscal federalism in Iraq. However, it is a very contentious issue with differences
between regions (those with and without oil resources), the central and local governments and
ethnic/religious divides. In addition there is a debate over the role of foreign direct investment in the
sector and how to treat contracts that have already been signed. There are many political economy
issues involved with the sharing of oil revenues and fiscal federalism. A draft law incorporating
elements of the FAD seminars was introduced in Parliament in 2007 but it has not yet been passed and it
seems that the Government did not follow all of FAD advice since this law does not address
simultaneously oil issues and fiscal federalism issues''. While these are important issues that are directly
related to the future of Iraq and the role of the central government, there are uncertainties related to
the ultimate impact and effectiveness of FAD’s work in these areas: although FAD provided good
advice in this area, the Government did not follow all its advice and it is not clear when the legal
framework will be established or what the final shape will be. Thus, on this point, the present
evaluation might be considered as an interim assessment: the final assessment will only be clear after the
necessary legislation has been adopted by Parliament'. In their comments on the draft report, FAD and
MCD stated that it was not appropriate to ascribe this outcome (i.e., lack of clear evidence that the advice
provided was reflected in legislation) to the FF TAs for several reasons: (i) the issue of hydrocarbon
legislation is extremely complicated and highly politically charged, requiring a difficult-to-obtain political

10 mF Working Paper WP/05/69 (http://www.imf.org/external/pubs/ft/wp/2005/wp0569.pdf). Iraq: Considerations on

Intergovernmental Fiscal Relations for the Constituent Assembly. Ehtisham Ahmad, Robin Boadway, Giorgio Brosio,
Bob Ebel, and Bob Searle. April 2005.

" Some of the provisions of the draft petroleum legislation contradict key elements of the Public Financial
Management Law that was prepared with FAD assistance.

'2. On 19 March 2008, the the presidential council withdrew its objections on the provincial powers law and it will be
sent to the Justice Ministry to be published in the Iragi gazette. The provincial powers law will define the relationship
between Iraq’s 18 provinces and the central government. Most of the commentary available on the web related to the
fact that this law will make it possible to hold local elections by 1 October 2008, an important element of the
reconciliation process. However, some of the commentary stated that the law is expected to increase the powers
provinces to launch their own economic projects with funds allocated by the central government. The evaluation team
did not have an opportunity to examine the law to determine whether it was consistent with the advice provided under
the FF TAs.
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consensus; (ii) the FF TAs provided excellent advice regarding international best practice, highlighted the
complexity of the issues involved and allowed the stakeholders to consider all implications (including
those of a political and security nature) more carefully; (ii) some of the options identified by FAD are
being taken up by a large number of parliamentarians (e.g., the issue of asymmetric decentralization),
that may have a bearing on the design of petroleum management and revenue sharing issues; and (iv)
The appropriate counterfactual is what would have happened if FAD had not been involved at all. The
evaluation team considered these issues, which provoked considerable debate and some disagreement
between the fiscal expert and other team members. In finalizing the report the team leader concluded
that, consistent with the evaluation framework illustrated in Figure B1 in Annex B and to ensure
consistency in ratings across TAs funded from the Iraq TA Subaccount, it was appropriate to consider as
an indicator of outcomes and impacts whether there was a link between the advice provided and the
legislation. In doing so, it is clear to the evaluators that the lack of such a linkage at this time reflects
factors that are beyond IMF’s control and does not reflect adversely on the quality of the advice provided.

E. General Lessons
1. Training Activities

54. The following comments cover the training activities in the three areas (PFM, TP and FF). No
further remarks are made on the relevance of the programs or the quality of the experts and of the
teaching materials, which in all areas were entirely satisfactory. The decision to hire one consultant, who
was responsible for each series of seminars and for coordination of all the presentations, was correct,
albeit probably somewhat costly. The logistics, including interpretation, were rated highly and the
way in which FAD reacted to changes in the security environment was commendable.”® One
reservation concerns the over-ambitious nature of the training in some cases: in view of the level of
the experts and of the teaching materials used, the training content was probably sometimes too
advanced for the attendees. However, the trainers tried to gear their presentations to the desired level.
There were interactive exercises allowing audience expectations to be better taken into account and
adjustments to better match the level of training to the level of the attendees.

55. In general, although the content of these seminars was good, further comment must be
made on the way in which the trainees’ profiles were taken into account. The selection of persons to
attend the training activities did not follow established training procedures, particularly as regards the
need to select trainees in the light of their careers. Both their past careers (What is their background?
Will it enable them to take full advantage of the courses?) and their future careers (What posts may the
trainees occupy in the short and medium term? Will the knowledge acquired at the seminars help them to
assume their future responsibilities?) must be considered.

56. It seems that the Iraqi authorities were given considerable latitude and drew up the lists
pragmatically on the basis of numerous vague criteria, including criteria unrelated to the training. The
candidates selected seem variously suited to the training content and goals and very
heterogeneous. This heterogeneity created an additional difficulty for the trainers. Lastly, even if the
trainee selection method was appropriate, there is no certainty that the knowledge acquired provided
sustainable benefit for the Iraqgi authorities. Because of staff turnover in the Ministry of Finance, these
newly acquired competencies may, in some cases, have been lost.

57. There is no certainty that the trainees selected were always the ones best able to benefit
from the training or the ones destined to make effective and direct use of the knowledge acquired.
While FAD could not intervene directly in this selection, greater attention could have been paid to this
difficult aspect, which is crucial to the success of any training. It should not be surprising that some
difficulties were experienced in participant selection, given that FAD staff could not travel to Iraq and
develop the detailed knowledge of MOF’s organization and staffing --- knowledge that was necessary for
FAD to play a more proactive role in this area.

13 Organization of the seminars in Abu Dhabi after security conditions deteriorated suddenly in Amman.
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2. Looking to the Future

58. The nature of the continuation of FAD TA in Iraq in the medium and long term depends on the
central issue of war or peace, which determines whether on-site TA is possible. Strategic thinking on the
future TA must take into account the various scenarios that can be envisaged in this regard.

59. Under one scenario, the civil war continues and prevents any on-site work. If this assumption
were to prevail, the strategy followed for almost five years would need to be reviewed. While what was
done in recent years was probably as good as possible, this type of activity cannot be extended
indefinitely. Much of the TA concerning policy advice topics has already been provided and it is
difficult to imagine FAD continuing to give advice of such a general nature to the Government on
a large-scale and sustainable basis. As regards TA on operational subjects, the picture is mixed and is
based on the limited experience of the past. It is difficult to effectively provide offsite TA on operational
questions, except when FAD plays a major leading role as was the case for the COA.

60. Under the assumption of continued offsite TA, the strategy would be to:

a) Focus TA in operational areas (i. e., managerial and organizational issues) on activities
already launched (e.g., FMIS), subjects in which only IMF expertise or are directly related to IMF
conditionalities. Avoid spreading limited resources too widely.

b) Continue some policy advice TAs on subjects most directly linked to Fund missions, i. e.,
activities and issues directly related to SBA conditionalities.

c) Invest in training, an activity suited to offsite constraints. If the Fund were to continue to provide
technical assistance without onsite access, training could be a good way of usefully investing
available resources. It is a means of capacity-building that meets undeniable needs and that can
produce good results in the long term. However, it must be developed as a strategy pursued
continuously over the long term (i. e., no longer as one off short solutions) and with good
pedagogical professionalism. In particular, it seems necessary to devote more attention to the link
between training and career development and to the lecturers’ teaching methods and to ensure
good coordination with INS.

61. In the other scenario, peace is established, allowing for a normal delivery of onsite TA. More
normal working conditions are gradually established, so that field missions with executing staff can be
organized regularly. Under this assumption, emphasis should be placed on TA activities focusing on
specific organization and procedural issues, in which operational and managerial aspects predominate.
As a consequence, general policy advice would be reduced. TA resources would be concentrated on
onsite missions and the appointment of one or two in-country experts would become a priority.

3. Assessing the Offsite Model for Fiscal TAs

62. Attention is again drawn to the exceptionally difficult conditions for providing technical
assistance in Iraq:

a) The difficulties familiar to the IMF in post-conflict situations. However, these were combined
with an ongoing civil war, which makes Iraq a special case.

b) There was also an additional difficulty in Iraq connected with the regime of Saddam Hussein:
the legacy structure, culture and behaviors were strongly impregnated because of the
centralized, authoritarian and bureaucratic past, which prevailed for several decades.

63. Because of these very marked and important peculiarities, it is not certain that the Iraqi
experience provides useful lessons for other countries. However, one lesson that can be drawn relates to
the offsite model. In the formulation of a policy for offsite TA, issues of procedure become strategic
issues, to be given close attention. Traditionally, for onsite TA, only substantive economic and political
aspects are central to thinking on TA strategies. In offsite situations, on the other hand, procedural
questions must be considered equally strategic: how to do it becomes as important as what to do.
Procedure is no longer a subsidiary issue that decision-maskers can neglect.
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64. While the offsite model is not suitable for all situations, the Iraq experience indicates that
in certain circumstances it can deliver good development results. Until the security situation
improves, FAD will continue to use the offsite delivery model. The overall experience of the offsite
model in delivering FAD TAs suggests that following general conclusions: (i) The offsite model is
less usable for TA activities focused on the implementation of operational policies and
procedures that require day to day local contact. (ii) It is more compatible for TA focused on
providing policy advice and training. (iii) The benefits of the offsite model can be maximized
through good coordination with other donors, particularly those with an in-country presence. (iv)
To gain maximum advantage of the use of the offsite delivery mode, in the future the use of all the
teleworking possibilities provided by information technologies, such as audio and video
conferencing, including via Internet, should be explored. Equipment that used to be large and
sophisticated has now become more accessible, more ergonomic, more reliable and less costly. This
approach should make it possible to provide a certain type of remote technical assistance on a
continuous basis and with better monitoring made possible through the use of the power of information
technology.

4. The FAD Strategy in Iraq

65. The evaluation of offsite TA has raised the broader issues which should be at the heart of the
strategic thinking of Fund officials on the subject of TA prioritization and selection in Iraq going forward. Is
this part of the Fund’s role? What assistance/oversight combination should be envisaged? How to better
guarantee the use and therefore the usefulness of assistance? On which sectors should action be
concentrated?

66. FAD has undeniable assets: the technical excellence and idealism of its staff and experts, plus
the scope and diversity of their experience. On the other hand, FAD is sometimes criticized for some
failings: a certain rigidity and insufficient attention to the operational feasibility of some of its
recommendations. The delivery of FAD TA in Iraqg was also handicapped by its limited resources, relative
to other TA providers (e. g., the World Bank; bilateral donors), which may shrink further.

67. In the competitive world of international technical assistance, the supply of TA must be more
specific or better identified as distinguishable from that of other donors. The example of Iraq shows that
FAD TA seems to have two advantages compared with that of other stakeholders:

a) FAD is a “general specialist’: because of its other functions, the competencies that it possesses
and the experience that it has accumulated, the Fund is well placed to provide advice to
governments on general strategies, overall architectures and global budgetary and fiscal policies.
This global role is widely recognized and appreciated.

b) FAD has specialized competencies in particular technical niches that have developed over time.

68. In a way that was generally positive, the global presence of FAD in Iraq illustrates this twofold
strategy. On the one hand, IMF was a reference institution to address strategic issues and issues of
overall architecture. On the other hand, in Irag FAD opportunistically addressed a few technical subjects
when there was congruence between Government needs and FAD competence.

69. In such circumstances, the question arises of the relationship of FAD with the other international
technical assistance providers. In general, FAD was in permanent and open contact with some other key
stakeholders in the delivery of TA in Iraq, particularly USAID and the World Bank. However, cooperation
is not an end in itself. It is desirable in areas where it is relevant and useful: on common subjects where
complementarities and synergies are possible.

70. Another point was also illustrated in the case of Iraq: What can be done to ensure that the
assistance provided actually benefits the recipient? The question arose, for example, in connection
with FF TA. In response to an Iraqi request, the assistance provided by the Fund was excellent but so far
it has resulted in little change on the ground and few decisions. Another example relates to training. The



17

training was requested by the authorities and was provided in a satisfactory manner. However, it is not
clear whether the trainees have applied the skills learned on the job to improve the management of
government finance in Iraq.

71. For this reason, above and beyond these specific examples, it would appear desirable for FAD,
before committing itself to providing additional TA in Irag, to ascertain more precisely the
prospects that the product of its efforts will be used or effectively implemented. This could be
achieved by two means:
a. A realistic analysis by FAD of the conditions and the environment surrounding the request for
TA, which could enable it to reliably foresee the probability that its analyses and
recommendations will be used and effectively implemented.
b. A formal undertaking given by MOF, that TA inputs will be used effectively and that its
recommendations will be seriously considered.

72. Political economy issues have made it more difficult to achieve progress in fiscal reform
that the other areas in which IMF has been involved. Iraq is in the early stages of a transition to
democracy, a new type of political system that has not been experienced in Irag’s long history. It takes
time to build the institutions, legal/regulatory framework and the political parties and coalitions that are
needed to make a democratic system work. This is a particular challenge in Iraq given the regional and
ethnic/religious divisions and the legacy of the past regime. Although elections were successfully held,
there are strains in the governing coalition. MOF is more directly affected by political uncertainty than CBI
which has a greater degree of independence. The Minister of Finance is a key position that is of interest
to many members of a governing coalition in any country. Budgets and expenditures are more political in
nature than monetary policy and banking regulation. Line ministries in Iraq are larger and more politically
powerful than banks and line ministers report to the Prime Minister and not to the Minister of Finance.
Fiscal reforms and the associated policies have a political dimension, particularly areas like fiscal
federalism and sharing oil revenues. The resulting policies are subject to long and sometimes contentious
negotiations among coalition partners. Experience in other countries indicates that policies and reforms
can be reversed with changes in governments, coalition partners or ministers of finance. All of these
factors present risks for the sustainability of FAD TA benefits.
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IV. Evaluation of the Monetary and Banking TAs

Key Messages

e The strategy for TA on monetary and banking issues was sound and well prepared and
was a robust and effective mechanism to set priorities and allocate resources in a
challenging environment.

e The Monetary and Banking TAs were successful and contributed to development of
core economic functions and institution building.

e One group of TAs (Banking Supervision Training and Bank Restructuring) was highly
successful, two were successful (the Advisor to the CBI Governor; Monetary Policy
and Operations TAs) and two were partly successful (Payment Systems Reforms;
Accounting, Organization and Management).

e The TAs are works in progress -- a continuation of Fund support will be needed for the
results to achieve more permanent traction.

e The offsite modality was more robust and cost-effective method than originally
expected in delivering a wide range of TAs.

e Supporting the implementation of policies and using knowledge gained by CBI staff will
pose a challenge for the offsite delivery modality going forward and highlight further the
need for effective collaboration with other donors as during implementation the
presence of in-country technical advisors becomes more crucial.

e TAIMS, though designed to facilitate both monitoring and evaluation of TA activities,
has many shortcomings in MCM.

A. Introduction

73. Annex D describes the monetary and banking TAs delivered to Irag under the TA Subaccount
and, on the basis of the methodology described in Annex B, makes a qualitative assessment of the TAs
by reference to the strategy and the classic norms of evaluation i.e., relevance, efficiency, effectiveness
and sustainability. A quantitative rating system is then used to score the TAs for each of the four norms,
having regard to the sub-criteria used to examine each norm. The results are shown in Tables D3 to D7 in
Annex D.

74. Annex D provides the building blocks for the summary of results of the evaluation presented in
this chapter. In contrast to the approach in the Annex, this analysis of results is looked at from the
perspective of the TA clusters rather than the norms of evaluation. This is done not just to indicate ratings
and scores for each cluster--though this benchmarking of progress is important—but to facilitate the
distilling of lessons learned and recommendations going forward for each cluster. This approach will
better inform the Fund’s strategy in moving ahead with the TA program in Iraq from the following
perspectives: (i) improving the authorities’ success in implementing TA recommendations; (ii) increasing
the effectiveness of the TA; and (iii) recommending improvements to TA delivery and implementation.

75. To facilitate the evaluation, the monetary and banking TAs are grouped into six clusters: (i)
banking supervision and restructuring; (ii) adviser to the CBI governor; (iii) payment systems reforms; (iv)
accounting, organization and management; (v) monetary operations and instruments; and (vi) currency
exchange. The funding allocated to each cluster is shown in Table IV.1.



19

Table IV.1: Distribution of Monetary and Banking Subaccount TAs by Cluster
Budget Expenditures | % of Total
TA Area ) ®) Budget
Bank Supervision and Restructuring 1,231,100 728,079 47.6
Advisor to Governor CBI 496,600 411,600 26.4
Payment Systems Reform 161,636 161,636 10.5
Accounting, Organization and 158.808 158.808 10.2
Management
Monetary Operations/Instruments 105,777 87,963 5.1
Currency Exchange 3,125 3,125 0.2
Total 2,157,046 1,551,211 100.0
76. This chapter includes an assessment of the monetary and banking TA strategy in Section B, a

brief overview of the combined TAs in Section C and a cluster by cluster assessment in Section D. In
addition to presenting quantitative scores and the qualitative rationale for them, lessons learned and
recommendations going forward are set out. Section E comments on some common issues impacting all
TA clusters. These include sustainability, the efficacy of the offsite TA delivery modality and the data base
(TAIMS) supporting ongoing monitoring and evaluation of TAs in MCM. To facilitate the overall and
individual (cluster by cluster) assessment of TAs, Table I1V.2 below, combines the ratings and scores for
all norms (weighted against both the chosen criteria for the assessment of the four norms and the budget
for each TA cluster), to produce the overall and individual TA cluster scores for monetary and banking
TAs.

B. Assessment of the Strategy for the Monetary and Banking TAs

77. The strategy for TA on monetary and banking issues evolved pragmatically from the
priorities established in the initial comprehensive diagnostic work carried out by the Fund and other
partners. There is ample evidence that adequate diagnostics underpinned the strategy. To ensure its
ongoing relevance and focus, the strategy was reviewed in the context of the periodic reports to donors
by OTM and periodically by MCD. This ensured consistency with the objectives and targets of the
Government of Iraq’s economic reform embedded in the Fund program and as further articulated
in the Iraqi authorities’ letters of intent. These stocktaking exercises did not result in any major change
in the content of the strategy but ensured good sequencing and prioritization of key financial
reforms -- such as maintaining emphasis on improving monetary and foreign exchange operations,
payments systems reform to underpin market activity, governance and transparency at the CBI and early
attention to the restructuring of state-owned banks.

78. The close linkage of the activities planned in the Subaccount, the TAs actually delivered
and the objectives and conditionalities of the SBAs, confirm that the strategy was realistic and
consistently implemented. The MCM strategy mirrors the Fund’'s extensive experience in post-conflict
and transition countries on financial sector reforms, which provides evidence of learning in the
formulation and modification of the strategy.

79. References to the literature on optimal sequencing and prioritization of financial sector
reforms indicate that the MCM strategy was well designed, focusing on a comprehensive range of
first generation reforms that aim to improve stability and confidence in payments and banking
arrangements. These included: (i) putting in place reliable payment systems and modern financial sector

1 Sequencing Financial Sector Reform: Country Experiences and Issues. IMF publication; Editors, Johnston and
Sundararajan (http://www.imf.org/external/pubs/cat/longres.cfm?sk=834.0)
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legislation (CBI and Banking Laws); (ii) enhancing risk-based supervision and restructuring of banks; (iii)
strengthening CBI liquidity management and monetary policy; and (iv) starting the development of money,
treasury bills and foreign exchange markets. This approach also helped to ensure that the TA clusters
delivered were mutually consistent, technically sound and reinforced each other.

80. Based on the analysis in Annex D, the evaluation has concluded that the strategy for MCM
TAs on monetary and banking issues was sound and well prepared and was a robust and effective
mechanism to set priorities and allocate resources in a challenging environment.

C. Overall Assessment of the Monetary and Banking TAs Portfolio

81. The overall (combined) score of the monetary and banking TAs rated in Table IV.2 below is
successful. This is also the outcome resulting from the evaluation in Annex D by reference to the four
norms of evaluation. This is a very good result for MCM, given the challenging conditions in Iraq
and the need to use an offsite model for delivering the TAs. As Table IV.2 and the analysis in Annex
D show, the overall weighted scores of the combined TAs under each of the norms of relevance,
efficiency and effectiveness were also successful. In the more detailed analysis of effectiveness in
Table D6 in Annex D, the combined TAs are scored effective under the criteria of planned versus actual
achievements and all TAs contributed to development of core economic functions and institution
building: (i) monetary and exchange rate operations, debt restructuring, payment systems reform and
financial accounting practices at the CBI supported macroeconomic stabilization efforts; (ii) putting in
place modern financial sector legislation underpins good governance in the CBI and oversight of financial
institutions; and (iii) strengthening banking supervision and planning for the restructuring of state owned
banks helps to restore financial intermediation and promote access to financial services vital to support
growth.

82. Sustainability was one of the norms of the evaluation in Annex D. The rating of many of the sub-
criteria used for this dimension of the evaluation were similar for all TA clusters. The MCM TAs were
rated as marginally sustainable, significantly lower than the other dimensions of evaluation (see
the key points on this part of the analysis in Annex D). While CBI ownership of TA outcomes is rated
as good and most of the CBI staff that attended and received training at 15 workshops still work at
the CBI and apply their knowledge on the job, key concerns about sustainability remain and relate
to: (i) the uniquely challenging conditions, both in relation to security and the political process, in Iraq; and
(ii) the availability of TA funding going forward, both from the Subaccount (existing resources are fully
committed) and the Fund’s own budget (impending retrenchment of 15% of IMF staff and the implications
for both delivery and coordination of TA).

83. Given the general lessons that IMF has learned from operating in post conflict countries, these
overall findings in relation to monetary and banking TAs should not be surprising—all the more so as, with
the uniquely difficult conditions that have persisted since the regime change in 2003 and the absence so
far of a “peace dividend”, Iraq could well be regarded as “the mother of all post-conflict countries”. These
TAs are a “work in progress” in the context of the current Fund supported economic program (SBA) for
sustainable growth in Irag. A continuation of Fund and other donor support will be needed for the
results to achieve more permanent traction.
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Table IV.2: Assessment of the Monetary and Banking TAs
Weight Rating®
Norm of Evaluation (%) BS/BR ADV PS MOP | ACC/OM Score”
48 26 11 10 5 100
1. Relevance 30 3.8 3.3 2.3 3.0 2.2 3.3
2. Efficiency 20 3.7 3.3 24 3.0 23 3.3
3. Effectiveness 30 3.6 3.0 27 | 33 24 33
4. Sustainability 20 2.7 2.5 2.3 2.5 2.3 2.6
Overall Rating/Score 100 3.5 3.1 2.4 3.0 2.3 3.2
a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to TA Group excluding Currency Exchange Experts
Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5; 2.5 < Partly Successful 21.5
(Modest); Not Sucessful (Poor) < 1.5
BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;
ACC/OM = Accounting and Organization and Management TAs
D. Assessment of the Monetary and Banking TA Clusters
1. Banking Supervision and Bank Restructuring
84. TAs for banking supervision and bank restructuring accounted for nearly half of the total MCM

Subaccount expenditure with supervision and related training accounting for most (80%) of this cluster.
This amount financed seven workshops. Three of these were held in June 2004, July 2004 and January
2006, together with a USAID sponsored workshop in April/May 2005 with US Fed and IMF participation,
and provided structured and comprehensive basic training for a core cadre of some 30 banking
supervision staff (pre-selected on the basis of written examinations by USAID/Bearing Point consultants).
In a second more hands-on phase of training, three workshops in November 2006, March and July 2007,
were dedicated to analyzing case studies directly related to the work of CBI staff involved in offsite and
onsite supervision. The seventh and most recent workshop, in December 2007, brought together the key
parties involved in the implementation of an agreed Memorandum of Understanding (MOU) on the
restructuring of state-owned banks, including senior officials of the CBI, the Ministry of Finance, the
Supreme Audit Authority and the state-owned banks. Their task was to agree on near term priorities of
the restructuring plan, including the appointment of international auditors to undertake the financial and
operational audit of Rasheed and Rafidian Banks.

85. As can be seen from Table D2 and the more detailed assessment in Annex D, the Banking
Supervision and Bank Restructuring cluster was rated excellent on relevance and effectiveness
norms and the overall score was highly successful because: (i) the TAs were linked to the design
and implementation of structural benchmarks in Fund supported programs (EPCA and SBAs) and
thus helped to generate ownership at the CBI and indeed among the donors for these measures'; (i) the
strategy/diagnosis for the TA was particularly thorough at the inception of the program and at key
stages during delivery of the seven workshops with the focus on classic supervision training for the earlier
workshops (June 2004 to January 2006) moving to more on-the-job training in onsite and offsite practical

'S This was especially the case for the MOU on bank restructuring and the recent agreement to move forward with the
financial and operational audits of Rasheed and Rafidian Banks, both essential preconditions for improving banking
intermediation and access to banking facilities by Iragis to support growth.
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supervision case study problems arising in the course of workshop participants’ actual work'® at the CBI
(November 2006 to July 2007) and then to focus on modalities of restructuring state owned banks after
an MOU had been agreed by the CBI (March to December 2007); (iii) coordination with other donors,
particularly the US Treasury, US Fed, USAID/BearingPoint and their in-country banking advisors and the
World Bank, was made operational from an early stage and the donors remained consistently engaged,
under the leadership of MCM staff (this exemplary coordination avoided duplication and conflicting advice
and generated synergy”); (iv) agenda and materials for the workshops were well prepared,
participants were preselected with objective assistance from in-country advisors (USAID/BearingPoint) for
the banking supervision training workshops and the majority consistently attended the workshops and
continue to work in the CBI supervision area; and (v) the TA was an efficient use of resources and
contributed effectively to institution building at the CBI.

86. The assessment above and the ratings also take cognizance of very positive feedback from: (i)
the Governor and other senior officials of the CBI with whom the evaluation team spoke; (ii)
evaluation team questionnaires completed by senior officials in the banking supervision area; and (iii)
discussions with other TA providers including the US Federal Reserve, the US Treasury (including
Baghdad-based banking experts), USAID and World Bank officials.

87. The main lessons to be drawn from this TA cluster are: (i) the importance and added-value
of close and ongoing coordination with other donors in delivering and implementing TA, especially
where donors with in-country presence are in a position to add value to workshops and assist
implementation at the CBI and banking institutions; (ii) effective training can be enhanced by ensuring,
in consultation with the CBI and with the help of in-country donors, that suitable candidates are
selected, attend consistently and remain in their area of expertise at the CBI; and (iii) the well prepared
offsite workshop model, especially when donors and/or their in-country advisors participate, can be an
effective modality for both delivering training and advisory TA and supporting the design and
implementation of TA recommendations and program objectives of MCD and the CBI.

88. In terms of ways to improve the delivery and implementation of the TA going forward, the
recommendations for this cluster are, essentially, more of the same. On substance this would mean: (i)
continuing with the framework already devised for supervision training with a mix of workshops
addressing training and practical onsite and offsite work. (A useful focus of this work could be on a
full set of “cradle to the grave” banking regulations put in place and promulgated and that supervisors are
well versed in the practical implications of applying and enforcing the regulations); and (ii) maintaining
the momentum on bank restructuring, a follow — up workshop convened ahead of the finalization of the
Ernst and Young financial and operational audits would seem worthwhile'®. This would also facilitate the
envisaged passing of the baton on the implementation of bank restructuring to the World Bank.

'® An innovative remote training set-up was used to simulate, on a limited scale, the work that an in-country resident
advisor would perform in reviewing the actual work and outputs, relating to on-site and offsite supervision, produced
by CBI banking supervisors in Baghdad; this was done by IMF staff/experts with the cooperation of a Baghdad-based
USAID/BearingPoint expert, in collaboration with US Fed, using video conference and electronic communication.
Later an offsite workshop was arranged for all participants to review progress and lessons learned and define a
follow-up work program for CBI participants to undertake on their return to Baghdad.

' One concrete example of the synergies created from donor collaboration is that the World Bank, which had
lessened its involvement in work on the Iraq banking sector during 2005-2006, now has plans to reengage. Feedback
to the evaluation team from World Bank staff at the close of the December 2007 bank restructuring workshop in
Amman confirmed that the workshops and the related SBA conditionality have created an enabling environment for
the World Bank to take on a more active role in implementing the restructuring program at the bank level. The World
Bank has recently raised trust funds of Euro 10 million from the European Union to finance the audits of the state
owned banks under restructuring and it seems probable that, consistent with usual division of labor between the Fund
and the World Bank, it will take on oversight of the restructuring process, with the possibility of a broader engagement
later on in the reform of the financial sector. Thus the structural conditionality in the SBA on the Iragi banking sector
has become a major driver of activities of the TA donors.

¥ The evaluation team had the opportunity to attend a session of the December 2007 workshop and interact with
some of the participants. This group of participants in Amman comprised the key players and decision makers in this
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2. General Advisor to the CBI Governor

89. Over a quarter of the MCM Subaccount expenditure financed the varied activities of an offsite
general advisor to the Governor of the CBI who provided expert advice on a broad range of policy and
operational matters relating to: (i) general macroeconomic and specific monetary policy issues; (ii)
renegotiating external debt (official and private); (iii) facilitating the negotiation of the SBAs for Iraq since
October 2005 as well as periodic program reviews; and (iii) liaising on capacity building with TA donors
and the IMF TA departments, particularly MCM, which backstops the expert’s activities.

90. The Policy Advisor TA cluster was rated as successful and rated as good under the norms
of relevancy, efficiency and effectiveness (See Table 1V.2). Factors influencing this score included: (i)
while there was no precedent in Fund TA programs for an out—of-country general advisor to a central
bank governor and accordingly some reticence to go ahead, from the time of his appointment19 the
general advisor has played a key and multifaceted role in helping to progress economic reform efforts in
the many areas of his involvement; (ii) the feedback received from Fund staff and the Governor and
senior officials of the CBI confirm that the Policy Adviser has the confidence of all parties and his work,
particularly in macroeconomic and monetary issues, supporting the Governor in program negotiations and
external debt renegotiations is held in high regardzo; (iii) his comprehensive terms of reference and
contractual arrangements are flexible and efficiently tailored to his out-of-country peripatetic status and
his regular reports are comprehensive and succinct on the advice he delivered, its context and future
plans; and (iv) he is uniquely equipped, by virtue of his diplomatic and language skills, background and
experience in Fund work, including extensive experience in emerging market as well as post conflict
countries in furthering policy and operational reforms. Some of the IMF staff interviewed by the evaluation
team had not seen the reports of the policy adviser. More effort should be made to disseminate his
reports to concerned IMF staff working on Iraq.

3. Payment Systems

91. TA for the development of the payment system accounted for 10.5% of the MCM Subaccount
expenditures to date. These TAs funded a symposium (attended by 12 officials from the CBI and other
relevant Iraqi institutions) and two workshops (each attended by 17 CBI staff) organized by the Fund in
coordination with World Bank. The July 2004 payments symposium agreed on a plan for a
comprehensive development of payment systems in Iraq. As decisions on the introduction of an
automated clearing house (ACH) system for retail payments and a real time gross settlement (RTGS)
system for wholesale (high value) payments had been largely taken in consultation with US agencies (US
Treasury and US Defense Department) and a provider of the infrastructure (Montran) had been selected,
the focus of the March 2005 workshop was on the CBI's role and internal institutional

exercise. Maintaining continuity by bringing them together again would preserve the focus for this vital work [(there
are two relevant structural benchmarks in the SBA for 2008 and other related objectives in the Letter of Intent (LOI)].
There are a number of other advantages: (i) it could be helpful for the Iraqi restructuring group to have advance
access to the findings that the international auditors before they are finalized -- the auditors work could also benefit
from such interaction; (ii) the Supreme Board of Audit (a key participant in the group)is also working on the
reconciliation of the foreign debt of the two banks and the cleaning up of large suspense accounts (mentioned in the
LOI) and this must surely have relevance for, and be an input to, the financial and operational audit and the
operational restructuring program to be adopted later in 2008; (ii) the submissions by selected public enterprises of
their business plans to the two banks for funds to restart operations (mentioned in LOI) is also very relevant to the
restructuring plans and resumption of intermediation; and (iv) another possible agenda item (especially with MOF and
CBI people present in this group) could be the manner of financing the recapitalization of the two banks -- perhaps
considering issue of negotiable government bonds of varying maturities that could support the development of the
securities market.

1% This occurred shortly before the negotiation of the EPCA program in late 2004.

2 Further attestation of this is that on at least two occasions, extension of his contract has been requested by the
Governor and supported by MCD and MCM,; his current contract ends in April 2008.
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arrangements for payments policy implementation and oversight, including the development of a
legal framework with help from the Fund’s legal department (LEG). Agreement was reached with the US
Treasury and Montran that IMF/MCM would take a leadership role in coordinating work on the payment
systems going forward and review the technical and business specifications of the infrastructure from
Montran.

92. The second workshop on payments, six months after the first, reviewed developments, agreed
the legal framework and draft rule books for ACH and RTGS as well as a standard format for checks and
the check clearing process (initially the ACH process was confined to credit and debit cards but provision
had to be made for check payments). Electronic custodial and payment arrangements, linked to RGTS,
for the trading of government bonds were also discussed as a planned future add-on project by the
supplier. Participants from the CBI prepared and discussed a report on the outcome of the workshop.

93. Table V.2 shows that the rating for the payment systems reform cluster for the
effectiveness norm was good but the ratings for the relevancy, efficiency and sustainability norms
were modest. The overall score was partly successful, albeit close to the top of that range. This is
a good outcome at this juncture in a project with a significant technology component and given
the fragmented and parlous state of the banking system and the relatively low volume of
wholesale payments transactions. Main reasons for these ratings, addressed in more detail in Annex
D, were that: (i) the joint Fund/World Bank symposium on payment and settlement systems in Cairo in
July 2004 developed, in consultation with CBI and other relevant Iraqi officials, a blueprint for introducing
sound and efficient payments systems; (ii) there was good linkage with the Fund program from the outset
on design and implementation of payment systems structural reforms, including the legal framework; (iii)
ownership by the CBI was good; (iv) overall, consistency of engagement on the part of the donors was
reasonably good especially after the first Subaccount workshop in March 2005 but there is some
evidence that coordination was poor in the period between the July 2004 symposium and the first
workshop, leading to some shortcomings in design21, which, though subsequently addressed and
corrected in the context of the second workshop in September 2005, might have been avoided had the
first workshop taken place earlier, as originally plannedzz; and (iv) feedback from CBI official in an
evaluation team questionnaire expressed appreciation for IMF workshops and agreed that good advice
for designing and implementing the payment systems had been provided but stated that workshops were
“general and limited” in terms of providing practical help with the problems of activating the electronic
systems and stress the need for more hands on help with implementation issues going forward.

94. The lessons from this TA cluster emphasize the importance of consistency of both
engagement with the CBI, coordination among donors and agreement among all sides on the
detailed business plan for the infrastructure, preferably before an infrastructure provider is
selected. Another lesson relates to the importance of consistent involvement of the appropriate
counterpart staff. There was a high turnover of the CBI staff dealing with the payment system. MCM
advised the Governor on several occasions of the need to establish an independent payment systems
department with dedicated staff. However, payment systems work is undertaken by staff in the accounting
department. Since 2006, there has been a lack of continuity regarding the staff attending the workshops.

95. The recommendations going forward for this cluster are: (i) the need for TA to be well
coordinated with all donors, and more hands-on and responsive to the needs of the CBI, as the
ACH and RTGS systems are rolled out to all banks, including those in the northern region, and become
more operational; (i) if in-country expert support can not be provided by other donors, the possibility of
using remote (out-of-country) experts to provide back-up to key officials at the CBI should be
explored in consultation with the CBI; and (iii) completion of the add-on module for electronic
security settlement and custody of government securities to support money market development
and open market operations by the CBI.

2 Examples include a failure to provide, at the outset, for checks as a payment instrument and for a rollout to the
existing private banks in Iraq and issues related to the timeliness in putting in place the legal framework for payments.

22 3ee Annex D for further details.
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4, Monetary Policy and Operations

96. TA delivered in monetary operations under the Subaccount comprised two workshops to follow
up on earlier Fund staff work in coordination with other donors in the field and provided advice and
assistance in developing a basic monetary management framework and instruments. This TA cluster
accounted for just over 5% of MCM Subaccount expenditure. The first workshop in 2004 assisted eight
CBI and Ministry of Finance officials to develop a program and capacity to sell government securities to
the market by auction, building on earlier work on foreign exchange auctions, to improve the monetary
management framework. The second workshop in 2006, attended by eight officials as well as US
Treasury experts and the payment systems infrastructure provider (Montran), took place after the
introduction of a modern real time gross settlement system for payments. The focus was on measures to
enhance monetary operations including improvements to liquidity forecasting and a review of best
practices in restructuring government (Ministry of Finance) debt to the CBI.

97. The Monetary Policy and Operations TA cluster was rated as successful overall, and
received good ratings on relevancy, efficiency and effectiveness (See Table 1V.2). The main
reasons, distilled from the assessment in Annex D, were as follows: (i) the TAs built on earlier work of
Fund staff to establish a basic monetary management framework that was refined gradually as
additional monetary instruments were introduced to strengthen liquidity management and thus to control
inflation, combat dollarization and achieve a measure of price stability”’; (i) TA outputs in this area
helped MCD to frame meaningful structural reform measures and supported their timely
implementation; (iii) improvements have occurred in the implementation of monetary policy and in
the financial infrastructure to facilitate market development; (iv) there has been measured success
in controlling inflation and building foreign exchange reserves (The improvements in monetary
policy, noted in recent Fund staff reports have also been mentioned in independent economic reports,
including a recent country report on Iraq by the Economic Intelligence Unit published in December 2007 -
- see Annex D); and (v) feedback in an evaluation team questionnaire received from a senior CBI official
in the monetary management area indicated agreement that the workshops provided practical advice on
monetary operations and market development, noted that all staff who attended the workshops use the
knowledge gained in day to day work and identified the need for further workshops to develop the skills of
CBI staff. The lessons learned from this cluster is that in the area of strengthening capacity in
monetary policy operations it is necessary to invest time, effort and money before new monetary
policy instruments and operations become available and results become visible.

98. To sustain and build on the hard-won success achieved and in terms of recommendations for
future TA in this cluster, the challenge is to provide further assistance to: (i) assist the CBI staff to
improve analysis and research to guide monetary policy; (ii) extend the range of monetary
instruments and improve liquidity forecasting; (iii) develop a strategy to complete the rollout of
payments system infrastructure to all banks as soon as possible; and (iv) encourage further
development of money and government securities market and more market-based monetary
policy implementation and interest rates.

5. Accounting, Organization and Management at the CBI

99. This cluster of TAs funded two workshops on accounting and one on CBI governance,
organization and management and accounted for 10.2% of MCM Subaccount outlay. The December
2003 accounting workshop provided training and advice on best accounting practice for the various types
of financial transactions and operation undertaken in a central bank as well as on international financial
reporting standards (IFRS) for published annual financial accounts. Fifteen CBI staff working in

2 These measures included the establishment of a daily foreign exchange auction and periodic auctions of treasury
bills as well as the introduction of reserve requirements and standing facilities (Details including outcomes of auctions
are published on a regular basis in the CBI website). These measures all feed into structural reform measures in
Fund programs and were consistent with CBI priorities.
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accounting and financial control areas attended as well as DFID and USAID funded accounting advisors
working in Baghdad. The second workshop in November 2007 was attended by 16 CBI staff and the
METAC regional advisor on accounting. Its purpose was to review progress since the last workshop and
provide advice and assistance to support ongoing work of Ernst and Young to bring the audit of the CBI
annual financial accounts up to IFRS, as well as and implementation of Fund staff recommendations on
the Interim Safeguards study (both structural measures under the SBA). The workshop on governance,
organization and management in February 2004, attended by 8 CBI officials and representatives of the
Bank of England and the US Defense Department, covered central bank independence and
accountability, options for central bank reorganization and related human resource management. The
workshop assisted senior CBI management with the development of a strategy to discharge its new
functions under the proposed new central bank and financial institutions legislation about to be enacted. A
planning exercise at the end of the workshop revealed an urgent need for sustained TA for the CBI
reorganization project.

100. As shown in Table IV.2, the rating on all norms for the Accounting and Organization and
Management at the CBI cluster was moderately good. The overall score was partly successful (at
the higher end of that range). Factors underpinning these results were as follows: (i) the initial
accounting and organization and management TAs in December 2003 and January 2004 respectively
were well focused on the priorities of CBI as determined by earlier diagnostic work and meetings with
the governor and addressed reform needs in central bank accounting, the adoption of IFRS and other
governance and transparency issues relevant to the imminent adoption of modern central banking and
financial institutions laws; (ii) the workshops and course materials were well prepared and a
commendable effort was made to focus the CBI attention on the need for work plans to address the most
urgent issues going forward; (iii) on organization and management issues there was no further follow
up TA and thus no evidence of consistency of engagement or meaningful recognition of CBI's
priorities despite the fact that it was noted in the Back to Office (BTO) report for the December 2003
workshop that the CBI had sought ongoing assistance to modernize and that there was an urgent need
for sustained TA to help restructure the CBI and develop its key functions including in the research and
statistics area;** and (iv) while the second workshop of accounting, four years after the first, was again
well prepared in consultation with CBI and the METAC advisor on accounting -- this time with a focus on
key structural measures in the SBA -- it did not meet its expected results largely because the ability
of the participants did not match the proposed subject matter. Commendably, the level and content
of the course was retailored at the start of the workshop by the coordinators to address more basic
accounting issues. Nevertheless, the workshop did not meet the stated objectives in the project
documentation of supporting the implementation of the recommendations of the Fund’'s Interim
Safeguards Assessment and assisting the CBI to implement IFRS?.

101. The lessons learned from this TA cluster are twofold: (i) the selection of participants should
be based on those whose work is directly related to the subject matter to be covered by the
workshop so that the CBI can gain the maximum benefit from the TA%; and (i) consistency of
engagement with the CBI and effective collaboration with other donors, including their in-country
experts are vital prerequisites for institution building activities, all the more so when IMF TA is being
delivered through the offsite modality.

% While there was other donor participation at the seminar from DFID and CPA, there is little evidence of a
continuation of this collaboration between the IMF and donors. However, other donors continued to provide
assistance to the CBI through in-country experts.

2 The lack of consistency of engagement is discussed in Annex D. Fund collaboration with other donors in this area
could have been better as the USAID accounting advisor did not participate in the workshop.

%% This is a general lesson but was more crucial in the second accounting workshop, which was to provide targeted
assistance to the CBI on the implementation of important time-bound structural measures in the SBA.
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102. In terms of measures to improve the effectiveness of future TA in this area, and with due
cognizance of the lessons learned above, recommendations for this cluster are: (i) on accounting TA,
the ongoing work in bringing CBI financial accounting in line with both IFRS and the
recommendations of the Interim Safeguards Assessment (important structural measures in the SBA)
provides an opportunity for meaningful training of CBI accounting staff in a structured workshop context
(consistent engagement and sustained coordination with other donors, including onsite advisors and
METAC, will be essential for success); and (ii) on organization and management TA, four years on, a
second workshop to take stock of developments and challenges in these crucial aspects of
institution building at the CBI would seem appropriate. In the light of the Fund’s strategic objective to
rebuild the capacity of the CBI in policy matters there is a need for more in depth focus on strengthening
the organizational and management structure of the bank to discharge its responsibilities under the 2004
central bank, banking institutions and payment system laws and improve its outreach activities to explain
its policies. Success with monetary and other policy functions will be hard won but their
sustainability will depend on good governance and effective organizational and management
structures and practices at the CBI. In this context the proposed amendments to the Central Bank law
merit early attention (see Annex D).

6. Currency Exchange

103.  TA on currency exchange accounted for a very marginal amount of overall expenditure under the
MCM portion of the Iraqg TA Sub Account. Because of the small amount, 0.2%, this TA is not formally
rated in Annex D. Some contingency financing for offsite currency experts was provided to continue
earlier work by Fund staff from MCM and LEG, in coordination with other agencies including the US
Treasury and the Coalition Provisional Authority, on what was generally regarded as a well planned and
successfully executed replacement of existing currency with a new Iraqi dinar note issued in the
Fall of 2003. Only a small amount of the contingency was drawn down to finance four days an
international expert who had experience on currency issue and exchange in post conflict countries.
Assistance was available offsite on procedures concerning logistics and transportation, control and
auditing, invalidation and destruction of old notes, communications, human resources and training. In
practice recourse to this assistance was limited.

E. General Lessons
1. The offsite TA Delivery Modality

104. Going forward, the focus of TA efforts will need to place greater emphasis on
implementation of policies and putting knowledge gained by CBI staff to use rather than planning
reforms and related work programs. This will pose a challenge for the offsite delivery modality as
usually, at the implementation stage, the presence of in-country technical advisors to provide
hands-on assistance becomes more crucial. It is likely that the pressure for in-country advisors will
increase should security conditions improve. Addressing the constraints on Fund travel to Iraq is a matter
outside the scope of this evaluation. However, what can be said is that the offsite modality, considered
at the outset to be very much a second best delivery mechanism for TA, has proven to be a more
robust and cost-effective method than expected in delivering a wide range of TAs that have
contributed to capacity building and progress in implementing monetary policy as well as
structural reforms.

105. The analysis in Annex D attests to the above conclusion. Good coordination with the CBI,
other donors and their in-country experts is a crucial ingredient for success and a continuation of
this on delivery of workshops and the expansion of the offsite linkage with other donors’ advisors in
Baghdad -- especially in relation to accounting, payments systems implementation and improving
organization and governance at the CBI -- could bridge the gap until security conditions improve
sufficiently to permit of IMF staff and expert travel to Iraq. Indeed if this arrangement worked well it could
lessen the budgetary pressure on the Fund to place in-country experts. A more organized approach at the
CBI to planning and evaluating TA could enhance the effectiveness of offsite TA delivery. In this context,
it would be useful to establish a TA committee within the CBI, responsible for developing and coordinating
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a work plan with all donors -- in conjunction with other relevant Iraqi institutions -- as well as evaluating
delivery by all providers and implementation by CBI staff.

106. The bank supervision and restructuring cluster is a best practice model on the efficacy of
the offsite delivery modality. The design of this TA commendably laid emphasis on developing concrete
outputs (bank examination reports, memoranda of understanding on bank restructuring etc.) to be
produced by the CBI rather than just delivering pedagogical inputs. Additionally, CBI officials were held
accountable for producing or improving these outputs and were continuously engaged through fairly
frequent workshops and regular backstopping from IMF Headquarters. This design, together with the
ongoing experience with the remote offsite expert assistance component in banking supervision training,
should be closely monitored by MCM to explore the possibility of replicating it in relation to some other TA
clusters where consistency of engagement has been much less pronounced. Indeed, it may also be a
useful model for discussion with the World Bank as the latter steps up its engagement in bank
restructuring; the World Bank may have more scope to locate of-site experts in its Amman office.

2. Technical Assistance Information Monitoring System (TAIMS)

107.  As discussed in Annex D in relation to efficiency, the TAIMS electronic information base in
MCM, though designed to facilitate both monitoring and evaluation of TA activities, has many
shortcomings in this respect. In many cases, project proposals contain the minimum amount of
information necessary to get approval of Subaccount financing and log frameworks do not furnish
adequate information on objectives, expected outcomes and monitoring indicators. Likewise, expert terms
of reference and periodic reports, BTOs and TA reports were not always accessible and in some cases
proved difficult to locate elsewhere. That said, materials examined relating to terms of reference for TA
experts such as the general advisor to the governor were comprehensive and focused and expert reports
and staffs back to office reports were, in most cases, clear on the TA delivered, the context and future
plans. As noted in Annex D, some inconsistencies in dissemination procedures were observed in that
expert reports (including from the general advisor) and staff BTOs were not always shared with relevant
departments in the Fund, especially MCD.

108. TAIMS has shortcomings not just for external evaluation but to support an adequate audit
trail of the substance of TA activities for internal monitoring and quality control as well as external
scrutiny (e.g. by donors who are concerned about value for money and whether development results are
being achieved.) With a growing reliance on external donor funding for TA activities, the Fund
needs to show not only that resources are used effectively but that all management, monitoring
and accountability procedures for TA are transparent and comply with best practices. This is an
issue that warrants remedial attention if the intention is to have an IMF-wide uniform electronic
information system to facilitate monitoring and evaluation of TA activities with user-friendly accessibility
for all those who need to have access.
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V. Evaluation of the Statistics TAs

Key Messages

The Statistics Strategy Note for Iraq provided useful guidance but it needs to be
updated since the short term objective has been achieved.

The diagnostics, priority and sequencing of the TAs were sound.

The portfolio of statistics TAs was rated as successful, but there are some
concerns about sustainability.

The Monetary and Financial TAs were rated as highly successful, the BOP and
Price TAs as successful, the national accounts TAs as partly successful and the
GFS TA as not successful.

STA should be more pro-active in coordinating with other development partners.

Good participant selection is a pre-requisite for TAs to be effective, efficient and
sustainable.

The offsite model was an efficient use of resources.

STA made effective use of TAIMS.

A. Introduction

109. Accurate, timely macroeconomic statistics are needed for the Government to manage the
economy, for IMF monitoring and surveillance purposes and to promote good governance
through better transparency, predictability and accountability. One of the priorities identified in the
July 2003 Program Framework for a Multidonor Technical Assistance Subaccount was “providing TA to
rebuild statistical and administrative capacity of key economic institutions responsible for making and
implementing fiscal, monetary, and exchange rate policies”. By late 2007, $834,703 had been allocated to
finance 15 STA TAs, of which 10 had been completed. About 90% of the approved budget had been
spent or committed, indicating that timely implementation followed TA approval. For analytical purposes,
the STA TAs were grouped into five clusters: (i) national accounts; (ii) price; (iii) balance of payments

(BOP); (iv) monetary and financial; and government finance statistics (GFS) (see Table V.1).
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Table V.1: Distribution of Budget for Statistics TAs
Category of Statistics Budget ($) % of Total Budget
National Accounts® 242,730 29.1
Prices® 24.4
Balance of Payments 166,825 20.0
Monetary and Financial 145,450 17.4
Government Finance 39,000 4.7
Multisector Statistics Mission 37,227 4.4
Total 834,703 100.0

a/ In some cases the budget for the national account and pricing TAs were combined. In those
cases the budget estimates were divided into the two areas based on the information included in the
Project Profile.

110.  The evaluation of the statistical TAs is given in Annex E. The main findings and lessons for IMF to
consider in planning its future assistance to help strengthen Irag’s macroeconomic statistics are
summarized in the remainder of this chapter.

B. Assessment of the Strategy for the Statistics TAs

111.  Unlike for the other TA departments, there was a formal Statistical Strategy Note to guide
STA’s activities in Iraq27. The short-term strategy was to improve data quality and timeliness of reporting
macroeconomic data to IMF so that it was adequate for surveillance. The medium-term strategy was to
improve the institutional framework (e.g., organizational issues, statistical capacity, and legislation) so
that Iraq’s macroeconomic statistics met international standards. TAs were designed to support COSIT,
CBI and MOF. The strategy stated that IMF was to coordinate with other TA providers.

112.  Adequate diagnostics, undertaken by two 2003 missions, underpinned the strategy. The
General Data Dissemination System (GDDS) framework was used to identif)é the broad priorities. The
Program Framework identified the areas in which TA would be provided.”® The relevance of IMF’s
assistance to strengthen macroeconomic statistics is clear from the findings of 2003 missions. While
Iraq’s macroeconomic statistics were among the best in the region until 1968, because of war and
repression the quality, timeliness and transparency of the statistics deteriorated. By 2003,
macroeconomic statistics did not provide a sound basis for managing the economy or for IMF monitoring
and surveillance purposes. Like many other post-conflict situations, there were problems related to: (i) an
institutional environment that was not conducive for producing quality statistics; (ii) institutional
weaknesses, including issues with the quality and quantity of staffing; (iii) inadequate information
technology hardware and software; (iv) poor accuracy and reliability of the statistics and gaps in the data
and geographic coverage; (v) methods of compiling macroeconomic statistics did not follow international
standards and used outdated versions of the various IMF manuals; and (vii) a lack of transparency --
most macroeconomic data was confidential, accessible to a limited number of users within the
government and was not publicly disclosed.

113.  The priorities and sequencing identified in the strategy were broadly correct, a view
supported in feedback the evaluation team received from MCD staff and senior staff in COSIT and CBI.

z Initially prepared in May 2004, it has been updated periodically.

%8 A statistical resident advisor was envisioned to provide advice on statistical methodology and broader institutional
issues. Because of the travel ban to Iraq, placing a statistical advisor in Baghdad was not pursued.
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MCD played a role in setting the priorities for the use of TA in its annual strategy paper for Iraq and
reviewed and endorsed the various versions of the statistics strategy paper. An examination of reports of
the five reviews of the 2005 SBA (http://www.imf.org/external/np/sec/pr/2005/pr05307.htm), the 2007
Article IV (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) consultation, the report on the
2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and discussions with MCD staff
found consistency between the design and output for the STA TAs and IMF’s broader objective of
strengthening economic management in Irag. Although the strategy was updated periodically, the overall
focus and priorities did not change significantly. The general consistency between the TA program as
delivered and the strategy indicates that the strategy was realistic. The one part of the strategy that was
not effectively operationalized related to STA’s GFS activities*®. Overall, the evaluation has concluded
that the Statistics Strategy was well prepared, sound and was an effective mechanism to set priorities and
allocate resources and has served STA well.

C. Overall Assessment of the Statistics TA Portfolio

114.  The statistics portfolio of TAs is evaluated and rated in Annex E. The overall rating for each TA
cluster and the ratings for relevance, efficiency, effectiveness and sustainability are given in Table V.2.
The portfolio of STA TAs was rated as successful. The findings of the evaluation team are broadly
consistent with feedback from COSIT and CBI that generally rated the TAs favorably. Given the
difficult conditions prevailing in Irag and the fact that an offsite delivery model was used, this is a good
outcome. Relevancy was rated above the mid-point and effectiveness and efficiency were rated below the
mid-point of the successful range. Given concerns about the Iraqgi context, the level of continued IMF
involvement and participant selection for some workshops, sustainability was rated on the border
between sustainable and partly sustainable.

115. There were differences in success across the TA clusters. The Monetary and Financial TAs
were rated as highly successful. That cluster of TAs received the most positive assessment by the
senior CBI officials. The BOP and Price TAs were rated as successful. The national accounts TAs
were rated as partly successful. Because of a lack of any outputs, the GFS TA was rated as not
successful. Since less than 5% of the budget allocated for the STA TAs was used for the GFS TA, that
result did not have a major impact on the rating of STA’s portfolio of TAs.

Table V.2: Overall Assessment of the Statistics TAsS

Criteria . a
Criteria Weight e

(%) NA CPI BOP MF GF |score®

30 26 21 18 5 100

Relevance 30 2.6 3.4 3.0 4.0 1.4 3.1
Efficiency 20 2.4 2.4 3.6 3.6 1.0 2.8
Effectiveness 30 2.3 2.9 3.0 4.0 1.0 2.8
Sustainability 20 2.1 2.5 2.7 3.3 1.0 2.5
Overall Rating/Score 100 2.4 2.9 3.1 3.8 1.1 2.8

a/ = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor

b/ = Weighted by % of STA TA budget for the TA cluster, excluding the multisector statistics mission.
Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) 2 2.5; 2.5 < Partly Successful (Modest) = 1.5
Not Successful (Poor) < 1.5

NA = National Accounts Statistics TAs; CPI = Price Statistics TAs; BOP = Balance of Payments Statistics TAs; MF = Monetary and|
Finance Statistics TAs; GF = Government Finance Statistics TAs

29 While IMF supported improved fiscal management, those TAs were provided by FAD, rather than STA. The FAD
TAs are evaluated in Chapter Ill and Annex C.
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116.  Several findings applied to most of the TAs: (i) The TAs were generally based on adequate
diagnostics and received high ratings in terms of consistency with IMF activities in Iraq and
Government priorities. (ii) There was a clear pattern of consistency between the topics covered by
the TAs and government priorities. In response to a survey question, senior officials from CBI and
COSIT said that they strongly agreed with the statement that improving the national accounts, consumer
prices, balance of payments and monetary and financial statistics was among their top institutional
priorities. (iii) Feedback from senior officials in COSIT and CBI and staff of MCD confirm the conclusion of
the evaluation team that the TAs addressed priority areas and that the interventions were properly
prioritized and sequenced3°. (iv) The timely delivery of the TAs were generally good, although the
expectation that major objectives could be achieved by the end of 2005 was overly optimistic. The
initial time lines for all TA clusters had to be revised and extended. (v) There was generally good
ownership of the TA outputs by CBI and COSIT. (vi) Issues related to the Iragi context and the ability
of IMF to find the resources needed to continue to deliver the same level of assistance to Iraq going
forward raise some concern about the sustainability of the TA benefits.

117.  The evidence reviewed by the evaluation team suggests that STA’'s management of the TAs
was generally efficient. The TAs programmed and those that were delivered were consistent.
Logical frameworks were prepared that clearly identified the objectives, inputs, activities, output and
outcomes for the TA and monitoring indicators. Technical notes were prepared in advance to guide the
work of the missions. The BTOs provide evidence that the missions: (i) followed up on the
recommendations of the previous missions; (ii) provided hands-on training related to best international
practice as given in the various IMF manuals, data collection, compilation, and dissemination practices;
and (iii) agreed on a post workshop action plan. Unlike the other TA departments, there was an element
of self assessment for most STA missions available in the TAIMS®". Undertaking such self evaluation on
the basis of the mission objectives and tasks set out in the project framework is good practice and should
be encouraged. Unlike the other TA departments, STA has actively used TAIMS and has included a
considerable amount of information and documentation in the system. This facilitated the evaluation
by making access to information relatively efficient.

D. Assessment of Statistics TA Clusters
1. Evaluation of the National Accounts Statistics TAs

118. STA’s 2003 missions found that national accounts data was compiled using the outdated 1968
System of National Accounts (SNA). Other problems included: (i) poor quality source data, gaps in
coverage and problems in data collection; (ii) an inadequate number of well qualified COSIT staff; (iii)
inadequate COSIT computer hardware and software; and (iv) a lack of transparency. The objectives of
the 2004 national accounts statistics strategy were to: (i) improve national accounts source data by
improving data coverage, both geographically and by economic activity; (ii) train COSIT staff to compile
the national annual accounts according to the 1993 System of National Accounts (SNA93:
http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0); and (iii) develop quarterly indicators and
make them available in a timely manner. IMF provided five TAs in this area.

119.  Progress has been made to improve national accounts statistics and they are better than
was the case in 2003. A consistent time series is now available from 1997 to 2006 in current and
constant prices, which are available on COSIT's web page, and quarterly data are produced, albeit with
some delays. This is a good achievement given the security situation. Examples of outcomes that can be
attributed to the national statistics TAs include: (i) providing hands on training for compiling national

%01t was appropriate for IMF to initially concentrate on making short term improvements in the compilation of the
macroeconomic statistics since Iraq’s economic managers and Fund staff were going to make decisions based on the
available information, regardless of the caveats placed on the data by professional statisticians.

3! Mission achievements were rated on a four point scale: Fully Achieved; Largely Achieved; Partially Achieved; Not
Achieved.
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accounts according to SNA93 (http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0); (ii) making
technical improvements in the GDP estimates; (iii) reviewing data sources and methods for
guarterly GDP estimates; and (iv) indicating priorities for source data development and
contributing to the progress made in filling data gaps. However, the effectiveness, efficiency and
sustainability of the National Accounts Statistics TAs were undermined by issues related to
inappropriate participant selection and lack of participant preparation.

120.  While good information is available on crude oil production, which accounts for 60% to 68% of
value added, there are coverage and data quality problems for the non-oil sectors. Despite four years of
effort, the national accounts data is not yet up to the standards that it can be published in the
International Financial Statistics yearbook (IFS). COSIT has made progress implementing the SNA93
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) concepts and definitions. However, it is still at the
initial stage in compiling the accounts and aggregatesaz. Outstanding issues include: (i) classifications
remain out of date; (ii) lack of coverage of Kurdistan and some sectors; (iii) poor source data, particularly
related to external trade and capital formation; (iv) gaps and inaccuracies in the national accounts
estimates; and (iv) the current and capital account for the institutional sector are not estimated following
SNA93. Addressing issues related to the quality of the source data requires surveys to be undertaken.
The initial statistics strategy made the point that there were many weaknesses in the coverage and
quality of the source data and stated that STA would make efforts to include northern Iraq in the national
accounts estimates, implying that surveys would be undertaken. The strategy further stated that such TA
needed to be coordinated with other donors with an onsite presence in Baghdad. The initial project
profile indicated that IMF would be involved developing a work program and identifying additional
TA to improve data sources. In practice STA did not devote significant resources to improve the
source data nor did it work with other donors to do so, other than working with the World Bank on
the Household Income and Expenditure Survey*®. Iraq applied to join GDDS in 2005 and appointed a
GDDS coordinator. Tragically, he was assassinated and has not been replaced. Iraq joining GDDS is a
long term objective. Priorities identified by COSIT for future assistance in this area included preparing
input output tables, demand supply tables and GDP estimates by governorates. The need for books and
basic reference materials was also noted.

2. Evaluation of the Price Statistics TAs

121.  The 2003 Missions found that the monthly CPI was comprehensive and generally sound, despite
distortions related to domestic price controls. Issues that needed to be addressed included: (i) inadequate
staff numbers involved in compiling the CPI; (ii) training needs; (ii) upgrading COSIT’s computer
hardware and software; (iv) problems of data collection; (v) outdated 1993 weights; and (vi) extending the
geographic coverage to include Kurdistan.

% Compiling SNA93 (http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) value added and GDP in current
and constant prices.

% In commenting on draft versions of the report, STA stated that improving source data and coordinating the
development of source data was beyond its resources and the remit of STA’'s TA and could not be reasonably
expected as an output from 1-2 two-week missions a year delivering hands-on training on methodology. STA further
stated that its policy regarding the development of statistical source data for real sector statistics (other than surveys
of outlets to collect prices for price indexes) was to avoid providing assistance to develop data sources and to avoid
playing an explicit coordination role regarding other donors of such assistance. These assumptions were built into the
Iraq project design and TA financing was provided only for experts for short-term mission work. While such short
missions could not address the problems related to source data, given the slow pace of committing the funds during
the initial years of the Iraq TA Subaccount, it is not clear to the evaluator that limited financial resources was a
binding constraint. Also, given the statements in the 2003 Project Framework, it appears to the evaluator that an
opportunity was missed to play a more active role in the area of donor coordination to help address source data
problems to complement STA’s missions that were focused on methodology and making the best use of available
data. Such a narrow focus was not sufficient to achieve the objective of Iraq having sound set of national accounts
compiled according to SNA93.
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122.  The objective of the Price Statistics TAs was to strengthen COSIT’s capacity to compile and
disseminate a monthly CPI using the methodology defined in the Consumer Price Index Manual. The
short term strategy concentrated on improving data collection procedures and processing, adding more
representative items to the basket, selecting more representative outlets, improving the methodology for
seasonal and missing items and providing advice on the World Bank supported Household Income and
Expenditure Survey and aggregation procedures to produce regional indices. The medium-term CPI
strategy was designed to: (i) update the basket of items based on the new Household Income and
Expenditure Survey; (ii) extend the CPI coverage to include Kurdistan; (iii) improve data collection,
editing, and estimation system to reflect international best practice; and (v) improve the producer price
index. IMF provided four TAs to build COSIT’s capacity to compile the CPI.

123. The TAs improved the CPI in the following areas: (i) technical improvements in the
compilation and data; (ii) provision of technical guidance on how to extract the weights from the
World Bank supported 2007 Household Income and Expenditure Survey; and (iii) basing the
weights for the 2007 CPI for regional indices on the proportion of total consumption expenditure
rather than population. The CPI is made public through an announcement by the Planning Minister on
the tenth of the following month. At end 2007, the September 2007 CPI was available on COSIT’'s web
page. A senior COSIT official stated on the evaluation team’s questionnaire that the TAs had a
positive, significant impact on improving the quality and timeliness of the CPI. Offsetting this
positive feedback was the fact that the efficiency, effectiveness and sustainability of these TAs were
undermined by the problems encountered in participant selection, pre-workshop preparation and
continuity of participation®*. Although STA raised these issues with senior COSIT staff, they remained a
problem.

124. The CPl was sounder and more robust in 2007 than was the case in 2003 and is viewed as
being adequate compared to CPIs in other post-conflict countries. Despite the efforts made over the
past four years, the CPI is not published in the IFS* and some of the major issues identified in 2003/2004
remain outstanding (e.g., lack of coverage of Kurdistan; need to rebase the CPI). The World Bank
supported 2007 Household Income and Expenditure Survey will provide the data necessary to address
these long outstanding issues. Incorporating new weights in the CPIl based on the 2007 household
expenditure survey by 31 May 2008 is a structural benchmark in the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf). Thus, with the actions that have begun, there
should be a significant improvement in the CPI in 2008.

125. The price statistics TAs focused almost exclusively on the CPI. One can question whether
the price statistics strategy should have been designed to provide a broader range of assistance covering
more price indices rather than focusing on the CPI. Evaluation findings that support this possibility
include: (i) IMF’s 2003 conclusion that the CPI was reasonably comprehensive and timely; (ii) problems in
participant selection, perhaps not surprising given the limited institutional absorptive capacity of COSIT’s
CPI Section®; (iii) COSIT’s desire for a course for price enumerators; (iv) requests in 2005 that the
coverage of the workshops be broadened to include other price indices; and (v) when asked during the
evaluation to identify future priorities, senior COSIT staff identified assistance for the Producer
Price Index, the Export Price Index and the Import Price Index®. While the feedback from COSIT to
the evaluation team was generally positive, the one piece of negative feedback was that COSIT was not
adequately involved in setting priorities and designing the assistance. This suggests that mechanisms
need to be found to more effectively engage with senior COSIT staff at the strategic level.

3 Two key individuals, an assistant chief statistician and the director of the CPI Unit., consistently attended the CPI
workshops.

%> STA staff advised that a decision to publish the CPI in the IFS would not be based only on the quality of the CPI.
There would have to be a number of timely and satisfactory series.

% The CPI Division was staffed by only two people.

n commenting on the draft report STA stated that because the other price indexes were not signaled as priorities
by MCD, the CPI was the focus of STA’s work.
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3. Evaluation of the Balance of Payments Statistics TAs

126. The 2003 IMF missions found that: (i) BOP data was presented according to the Balance of
Payments Manual, fourth edition (BPM4) format rather than BPM5
(http://www.imf.org/external/pubs/ft/bopca/1995/bopcg.pdf); (ii) problems with data integrity; (iii) the BOP
estimate was distorted due to exchange rate issues; (iv) problems of coverage and inadequate data from
customs and the external debt; (v) CBI staff needed training on best international practice as given in
BPMS5 (http://www.imf.org/external/pubs/ft/bopca/1995/bopcg.pdf); and (vi) the human and technological
resources needed improvement.

127.  The objectives of the BOP TAs were to produce more reliable BOP statistics by: (i) improving the
collection and compilation practices using the methodology in BPM5
(http://www.imf.org/external/pubs/ft/bopca/1995/bopcg.pdf); (ii) improving the quality of the data in the historical
time series; (iii) providing hands on training and knowledge transfer; and (iv) producing methodological
notes to allow the BOP estimates to be published in the IFS and in the Balance of Payment Statistics
Yearbook (BOPSY). The short-term BOP strategy was to improve the timeliness and quality of balance of
payment and foreign trade statistics so that the BOP data was adequate for surveillance. The medium-
term strategy was to improve the institutional framework. IMF provided three TAs to strengthen BOP
statistics.

128.  Compiling BOP statistics in a manner that is consistent with international standards is a long and
difficult process. Compared to 2003, improvements have been made in the BOP collection and
compilation methods. Through the provision of hands on training, the TAs succeeded in helping the
Balance of Payment Statistics Division implementing the BPM5
(http://www.imf.org/external/pubs/ft/bopcg/1995/bopcg.pdf) methodology in a practical way. Achievements
attributable to the BOP TAs include: (i) exchange rate problems that initially undermined the
credibility of BOP estimates have been resolved; (ii) publishing international reserves data,
compiled in a manner that is consistent with international standards, beginning with the October 2006
edition of the IFS; (iii) from June 2006 banks, including one of two banks in Kurdistan, began reporting
using the international transactions reporting system form; (iv) incorporating additional nonbank data
sources; and (v) better sharing of information within CBI and better coordination between CBI and
COSIT’s Trade Statistics Division. Senior CBI staff strongly agreed with the statement that the
improvements in the BOP statistics reflect the advice provided in the workshops. However, they
only agreed, as opposed to strongly agreed, that the workshops provided practical advice in implementing
the BPM5 methodology (http://www.imf.org/external/pubs/ft/bopcg/1995/bopcg.pdf). BOP data is included
in the Annual Statistical Reports posted on the CBI website, although at the end of 2007 only preliminary
data for 2006 was available on the website.

129. The 2004 CBI and Banking laws strengthened the legal basis for compiling BOP statistics.*® The
guality of the BOP estimates has improved significantly over the situation prevailing in 2003 and
for 2005, 2006 and up to June 2007 are now available in BPM5 format
(http://www.imf.org/external/pubs/ft/bopca/1995/bopcg.pdf). Despite the progress that has been made,
there remain issues related to the coverage, quality and data integrity. Because of the outstanding
issues, the target for IMF publishing the BOP statistics in 2007 was missed. Publication is now expected
in 2008, and the meta data has been prepared. While there is generally adequate and timely information
available on the oil sector which dominates the economy and government imports and exports, there are
issues related to the coverage and integrity of data related to non-oil imports and exports of goods and
services. Many of the problems identified in the 2004 Statistics Strategy related to BOP statistics
were also cited in the 2007 version of the strategy. Examples include: (i) problems regarding data

% IMF’s legal department worked with USAID to help prepare this legislation. While provisions were included
requiring banks and other agencies to provide the necessary information, the CBI Law does not cover collecting data
outside of the financial sector. STA made some comments related to statistical matters as inputs into the drafting of
the CBI law.
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quality; (ii) unreliable data from the non-banking sector; (iii) transactions of nongovernmental
organizations, foreign embassies, and international organizations are not recorded; (iv) services data are
based on estimates and a lack of capital account and foreign direct investment data; (v) discrepancies
between COSIT’s external trade data and CBI’s estimates based on data from the financial sector and
issues related to customs data; and (vi) CBI does not have access to Ministry of Finance data on external
debt, an issue that is delaying the publication of BOP data in the Balance of Payment Statistical
Yearbook. The unfinished agenda to improve the BOP statistics is reflected by the strong agreement by
CBI that there is a need for further IMF assistance to improve BOP statistics.

4. Evaluation of the Monetary and Financial Statistics TAs

130. In the area of monetary and financial statistics, the 2003 missions found: (i) weaknesses in
quality, timeliness, coverage and compilation methods; (ii) the monetary survey did not provide a
sufficiently detailed breakdown of financial instruments by resident economic sectors; (iii) the monetary
survey did not cover Kurdistan or provide a breakdown of financial instruments by resident economic
sectors; (iv) there was no cross-checking of information between the relevant monetary data and the
matching balance of payments information; and (v) computing resources were not adequate.

131.  The short-term strategy for the Monetary and Financial statistics TAs was to support the work on
compiling a Depository Corporations Survey (Monetary Survey), which was a structural benchmark for the
Emergency Post Conflict Assistance Program. The TA would also help to develop sectoral balance
sheets for the CBI and Other Depository Corporations, and correct the improper classification of the
financial instruments and sectorization of resident institutional units. The medium-term strategy involved
compiling and disseminating monetary statistics that conform to MFSM 2000
(http://www.imf.org/external/pubs/ft/mfs/manual/). IMF provided two TAs, totaling $145,450, to strengthen
CBI's monetary and financial statistics. The objective of both TAs stated in the logical framework was to
improve Iraq's monetary statistics so that monetary data is consistent with MFSM 2000
(http://www.imf.org/external/pubs/ft/mfs/manual/).

132. Major outcomes attributable to the TAs include: (i) adequate monetary data reporting to the
IMF for surveillance and publication in the March 2008 edition of IFS; (ii) improved quality and
coverage of monetary data; (iii) improved sectorization, classification, and valuation of financial
instruments in the monetary survey; and (iv) reporting monetary data to IMF using the
Standardized Report Form. Senior CBI staff agreed strongly with the statements that the missions
provided practical advice in designing and implementing the monetary survey, something that is
also acknowledged on CBI's webpage. The Iraq page in the 2007 IFS contained very little information.
Although Iraq began providing monetary data in 2006, issues related to timeliness and detail precluded
publication in the IFS. Because of the continued progress, monetary data, consistent with MFSM 2000
(http://www.imf.org/external/pubs/ft/mfs/manual/), was shown on the Iraq country page in the March 2008
edition of the IFS and IFS Supplement. The additional data published in the IFS Supplement resulting
from the TAs included the Central Bank Survey, the Other Depository Corporations Survey, the
Depository Corporations Survey, monetary aggregates (based on the definition in the MFSM) and interest
rates. The information to be published in the IFS Monthly includes Monetary Authorities, Banking
Institutions, the Banking Survey and interest rates. This is a major, positive achievement that is clearly
attributable to the Monetary and Financial TAs. The accompanying metadata documents the current
deviations of Iraq's data from international standards, thus pointing to areas that need further
improvement.

133. The Monetary and Financial TAs were highly effective in achieving their objective. After two
years of assistance, there is now a monetary survey and a consistent set of data for CBI and the banking
system beginning in December 2004. By the end of 2007 data was available up to September 2007. In
2004 and 2005, information was only available for the CBI balance sheet. The statistical year book on the
CBI web page includes the monetary survey. Timeliness is reasonable as the data is submitted with a two
month time lag. Despite the substantial progress that has been made, issues remain about the coverage,
quality, integrity and timeliness of monetary and financial data: (i) banks in Kurdistan, including the
branches of CBI, do not report data to CBI; (ii) data integrity remains an issue; (iii) the financial data
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needs to be extended to cover Other Financial Corporations (preparatory work for this has begun); and
(iv) the chart of accounts needs to be made fully compliant with international standards™. CBI strongly
agreed with the statement that there is a need for continued support from IMF in this area. Despite the
progress that has been made in improving the monetary and financial statistics, monetary policy remains
relatively simple. There is little interbank lending and in the current environment banks are
understandably conservative about extending new loans. The main policy instrument is the exchange
rate. The building blocks developed under the Monetary and Financial TAs will strengthen the
information base necessary to implement a more sophisticated monetary policy in the future.

5. Evaluation of the Government Finance Statistics TAs

134. There are many issues associated with GFS: (i) except for a summary of budgetary estimates
and outcomes for the central government, no fiscal statistics were published; (ii) the Ministry of Planning,
not MOF, prepared the capital budget; (iii) the coverage of the budget did not provide a comprehensive
fiscal picture as the budget was narrow, excluding extra-budgetary expenditures by regions/ministries
using own resources, off budget expenditures of self-financing agencies or public agencies and off-
budget donor funded projects; (iv) there was no institutional unit with the legal mandate to collect and
compile GFS; (v) GFS data was not compiled even on the basis of GFSM 1986
(http://www.imf.org/external/pubs/ft/gfs/manual/1986/eng/), although there was sufficient accounting data
to compile GFS data for the central government; and (vi) incomplete data on letters of credit issued to
finance the government imports and a lack of coverage of Kurdistan. Moving beyond the central
government to general government GFS would be major challenge that would require significant
coordination between MOF and many other government agencies (e.g., agencies involved in extra-
budgetary expenditures; governates; local governments; Ministry of Planning; CBI and donors) to obtain
the necessary data.

135. The objective of the GFS TA was to help strengthen the compilation of government finance
statistics by identifying: (i) TA and training needs for GFS within a GDDS framework and specific actions
to be taken by the authorities; (ii) the institutional setup for GFS; and (iii) the coverage of different source
data used for GFS compilation. The short-term GFS strategy was to focus on strengthening the MOF’s
capacity to compile GFS in parallel with development of the FMIS and other budgetary and accounting
system reforms. The GFS TA was to develop a plan for data reporting/gathering that could be used to
estimate the fiscal operations. To support this, MOF was to establish a unit to develop and disseminate
fiscal statistical data. The medium-term GFS strategy was to focus on improving the reporting of the data
by non-financial public corporations and to address debt statistics. During the evaluation period, STA
processed one GFS TA but the money approved under the GSF TA was not spent. Consideration
should be given to cancelling the GFS TA to free up resources for other priorities.

136. Improving government financial statistics, at a conceptual level, is consistent with the
Government’s priority to improve fiscal management, budget execution and fiscal policy making. The five
reviews of the 2005 SBA (http://www.imf.org/external/np/sec/pr/2005/pr05307.htm) and discussions with
MCD staff indicate that the Government placed a high priority on making improvements in the area of
fiscal management. Despite the apparent consistency of GFS and MOF’s priorities, STA was not able to
engage effectively in this area. MOF did not take the actions recommended by the 2005 GFS
mission or establish a GFS Unit. While one Iraqi did attend the May 2007 regional GFS course held in
Abu Dhabi held together with the Arab Monetary Fund, the participant was from CBI — an agency not
directly engaged in compiling GFS. MOF did not propose any participant. Also, MOF did not respond to
annual letters requesting fiscal data in the GSF format for the central government that could be published
in IFS. Given these indications of a lack of Government ownership, STA was correct in not
processing of implementing GFS TAs. However, the lack of follow up by MOF on implementing the

*n April 2007, the CBI Board passed a resolution requiring a new Chart of Accounts by the end of 2007. The new
Chart of Accounts should be consistent with MFSM 2000, BPM5
(http://www.imf.org/external/pubs/ft/bopcg/1995/bopcg.pdf ) and 1993 SNA
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0).
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recommendations of the 2005 GFS mission or the decisions not to send a representative to the 2007
GFS regional course were never mentioned in the revised versions of the Statistics Strategy or the
reports to the donors. Those documents indicate that improving GFS was a priority for STA and that STA
was unable to find appropriate staff or experts.

137. The Fund, however, provided support in the fiscal area and made bringing the chart of
accounts into line with Government Finance Statistics Manual (GFSM) 2001
(http:/Iwww.imf.org/external/pubs/ft/gfs/manual/), a structural performance criterion in the 2005
SBA (http://lwww.imf.org/external/np/sec/pr/2005/pr05307.htm). This reform was achieved on 28
June 2007. Part of STA’s inability to engage in GFS is related to sequencing and the respective roles of
STA and FAD in this area. While STA was not been involved, FAD TAs and the work of USAID funded
consultants helped to strengthen MOF’s capacity by supporting FMIS development and other budgetary
and accounting system reforms. As stated in the Memorandum of Economic and Financial Policies for the
2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), the Government recognized that
much remains to be done to strengthen the effectiveness and transparency of budgetary management.
External support for the FMIS, which had started on a trial basis in January 2007, was terminated
following the abduction of an external consultant in May. As a result, and in light of the difficulties
experienced to adapt this system to MOF’s, the FMIS is no longer in use. TA has been requested from
IMF to help identify priorities for modernizing public financial management and a Memorandum of
Understanding has been signed by USAID and MOF to resume work on the FMIS. Adopting an action
plan to modernize the government's financial management system by 31 July 2008 is as a structural
benchmark in the 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf). Given the
progress that has been made, MOF, MCD, FAD and STA should engage in discussions to see if
MOF now would put a higher priority on receiving STA GFS TA than in the past.

E. General Lessons
1. Lessons Derived from the Evaluation of the STA TAs

138. Senior officials from CBI strongly agreed with the statement that improvements in the
monetary survey and BOP statistics reflected the advice provided under STA TAs. Senior officials
from COSIT indicated on the evaluation team’s questionnaire that the TAs had a positive,
substantial impact on improving national accounts statistics and the CPI. The evaluation identified
some common characteristics that were associated with the successful use of the offsite model. Two
lessons emerging from the evaluation of STA's portfolio of TAs in Iraq include: (i) the importance of
participant selection and preparation; and (ii) in the Iragi context, the offsite model was an efficient use of
resources.

a) Importance of Participant Selection and Prior Preparation

139. Factors that contributed to differences in the ratings of CBl and COSIT TAs related
participant selection, consistency in attendance, prior preparation, and being employed in areas
where participants were likely to apply the skills on the job. Consistent staff involvement on the side
of both the executing agency and IMF helps to improve efficiency and effectiveness since it avoids the
need for new staff to come up to speed, builds trust and makes it easier to build on the progress made in
earlier workshops. There was consistent engagement of appropriate CBI staff but problems were
experienced in participant selection®®, continuity, suitability and prior preparation for the TAs
involving COSIT. Of the 24 people who attended the National Account workshops, 19 attended one
workshop and 5 attended two workshops. Twenty five of the 32 participants attending CPIl workshops
attended only one workshop‘”. Many of the participants attending the COSIT workshops were

0 |ssues related to participant selection are common problems associated with out of country seminars and training
courses funded by other international financial institutions.

“! Four attended two workshops and one each attended 3, 4 and 5 workshops. Fortunately, the most consistent
attendees for the CPI workshops were an assistant chief statistician and the director of the CPI Unit.
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enumerators rather than people directly involved in compiling statistics. Problems with participant
selection and continuity undermined the efficiency, effectiveness and sustainability of the National
Accounts and Price Statistics TAs and resulted in some workshops being repetitive. STA advised its
counterparts in advance of the topic of the workshops, the target participants and asked them to bring
data and Excel worksheets from Iraq that could be analyzed in the workshops. This worked well for the
CBI TAs. However, for the 2005 COSIT workshops, the necessary data was not brought to the
workshops. IMF brought these issues to the attention of COSIT in March 2005. However, the
problems were repeated in the workshops held in December of that year.

b) The Offsite Model was an Efficient Use of Resources

140. The use of the offsite model, necessitated by the difficult security situation that prevailed during
the entire evaluation period, did not detract from the delivery of good quality, practical and timely
advice. While there are limits to what can be achieved with this model, the pragmatic step by step
approach adopted for the STA TAs was generally effective in achieving results. Client feedback from
both CBI and COSIT was that the offsite delivery mode has been effective and IMF TA should
continue to be delivered in this way.

141.  The expenditures for STA’'s TAs were analyzed in two categories — the cost of experts and the
cost of participants (e.g., the cost of airfare, accommodation, per diem, etc). The expenditures were about
equally divided between the two categories. Expenditures on experts were largely independent of
whether workshop and seminars were held in Baghdad or elsewhere in the region, assuming that the
amount of preparation and length of the workshops would be the same. The cost per participant was
about $4,000 and the cost per participant day averaged about $400. The incremental cost of the offsite
model was compared to some of the costs that would have been associated with delivering the services
onsite in Iraqg. The security cost per trip outside of the Green Zone is about $15,000. In the current
conditions, the cost of stationing an expert in the Green Zone is estimated at between $750,000 and
$1,000,000 per year. Using these comparators, the expenditures on the offsite model appears to be
an efficient use of resources.

2. Recommendations Derived from the Evaluation of the STA TAs
142. Two recommendations flow from the evaluation of the statistics TAs: (i) revise the Statistics
Strategy Note for Iraq; and (ii) IMF to be more pro-active in coordinating with other development
partners. Each recommendation is discussed in more detail below.

a. Revise the Statistics Strategy Note for Iraq

143.  The reports of the 2007 Article IV consultation
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) state that "Data provision is broadly adequate
for surveillance/program monitoring, but there are some delays in data provision and weaknesses exist
that hamper economic analysis." Despite the known weaknesses in the data, the statistics were
judged to give a sufficiently reliable picture of economic developments overall and to provide the
information needed for meaningful policy discussions. Thus, the short term objective of the
strategy has been achieved and it should no longer be a major feature of the Statics Strategy Note
for Iraq.

144. While some progress has been made toward achieving the medium term objective, this is
awork in progress as Iraqgi statistics do not yet meet international standards. In particular: (i) the
national accounts are not yet fully consistent with SNA93
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0), there are major problems in the source data
and there is no timetable for IFS publication; (ii) there remain problems in the BOP data, particularly
trade, government debt and FDI data — other than reserve figures, the BOP data does not meet the BPM5
standards and is not published in the IFS (http://www.imf.org/external/pubs/ft/lbopca/1995/bopcg.pdf); (iii)
the monthly CPI is available in a timely fashion but problems remain (e.g., base year; coverage of
Kurdistan) and the CPI is not published in the IFS; (iv) the monetary survey was published in the March
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2008 edition of the IFS, although gaps in coverage remain; and (v) the government financial statistics are
inconsistent with GFSM 2001 (http://www.imf.org/external/pubs/ft/gfs/manual/), although progress42 has
been made through FAD TAs rather than STA TAs.

145.  Arrevised strategy is needed to provide a new framework to prioritize, sequence and guide
future IMF support to improve lIraq’'s macroeconomic statistics. In revising the strategy,
consideration should be given to: (i) ensuring that the priorities and sequencing in the strategy are
consistent with Government priorities — this is particularly important for COSIT since its senior staff
advised that they were not sufficiently involved in determining priorities and designing the assistance in
the past; (ii) continuing to provide assistance to complete the unfinished agenda for the Monetary
and Financial and BOP TAs, but identify criteria for exiting from these areas once the data is compiled
according to MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/) and BOPS5; (iii) identifying
how to develop synergies with other donors providing assistance to COSIT, determining whether
IMF can play a strategic role to help COSIT set priorities and coordinate donors assistance and
developing ways to have the necessary surveys undertaken; (iv) assessing whether an offsite
statistical advisor®® should be considered in the future; (v) determining whether IMF’s assistance
for Price Statistics should be broadened beyond the CPI to cover the Producer Price Index, the
Export Price Index and the Import Price Index after work is completed in 2008 top rebase the CPI and
cover Kurdistan; (vi) undertaking serious discussions between MOF, MCD, FAD and STA to determine if
there is a future role for STA in the GFS area; if the answer is “no,” the Statistics Strategy Note should
indicate that STA will not be active in this area; and (vi) ensuring consistency between strategy and
the resources that are likely to be available to the Fund to implement it.

b. Proactive Coordination With Other Development Partners Going Forward

146. The importance of donor coordination is discussed in several places in the 2003 Program
Framework, including the possibility of IMF advising the authorities on how to monitor and promote donor
coordination. The typical model is for IMF to provide assistance on best international practice and the
methodology included in the IMF manuals (e. g, SNA93
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0); BPM5
(http://www.imf.org/external/pubs/ft/bopcg/1995/bopcg.pdf); MFSM 2000
(http://www.imf.org/external/pubs/ft/mfs/manual/) and GSFM 2001
(http://www.imf.org/external/pubs/ft/gfs/manual/)) and other donors to play the lead role in addressing
issues related to the source data (e.g., undertaking surveys), demographics, large scale capacity building
efforts of statistical agencies and improving the hardware and software. While there were some
examples of good coordination in the delivery of a few STA TAs, the rating in this area was partly
relevant, the lowest rating of the four sub-criteria of relevance.

147.  Coordination and information sharing in the wider donor community will become a more
important issue going forward. Because of expectations that the security situation will improve, the UN
system and some bilateral donors are making plans to increase their presence in Baghdad. IMF should
more proactively share information and coordinate with agencies that are not located in Washington but
are providing assistance in strengthening Iraq’s statistics. COSIT has a better overview than IMF of all of
the assistance that is being provided to strengthen statistics in Iraq. Best practice suggests that executing
agencies, rather than donors, should play the lead role in coordinating assistance. IMF could encourage
COSIT to more actively work with TA providers to identify its priorities and appropriate roles for each
donor and provide feedback to the donor community on what works and what does not.

2 For example, the budget classification was changed on 28 June 2007 to bring it into line with GFSM 2001

(http://www.imf.org/external/pubs/ft/gfs/manual/).

3 In-depth discussions would be needed with the most senior staff in COSIT to ensure that they would value and
would use such advice. Selection of the advisor should consider technical skills, language capability and cultural
sensitivity.
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148. Recurring themes that affected all of the STA TAs were weaknesses in the source data and
a lack of coverage of Kurdistan. Given the security situation, it is a major challenge to undertake
surveys. Nevertheless COSIT, with the help of some donors, undertook some large scale surveys.
There has been some coordination between IMF and the World Bank in this area (e.g., Household
Income and Expenditure Survey; Enterprise Survey). Information on the COSIT web page shows that
DFID funded the 2006 Rapid Household Income and Expenditure Survey, UNDP supported the 2005
Iraqi Living Survey and UNICEF supported the 2006 Multiple Indicator Cluster Survey44. The last two
surveys covered all 18 governates in the country. The experience of other donors indicates that it is
possible to undertake large scale surveys, even in difficult security conditions, and that there are ways to
cover Kurdistan. In the material reviewed by the evaluation team, there is little evidence that STA made
pro-active efforts to coordinate with other donors active in Iraq to identify priorities, mobilize
support to undertake the surveys that were needed to address data gaps.

149. Going forward, there should be a more pro-active donor coordination effort. This reflects
the following considerations: (i) IMF’s strength is providing the methodological training and guidance
related to best international practice, as defined in IMF manuals; (ii) other donors normally finance the
surveys that are necessary to improve the source data and capital investments in information technology,
hardware and software that are necessary for a modern statistical agency to function efficiently; (iii) there
are some examples of other donors undertaking major surveys in Irag — the lack of STA advisory
involvement might have resulted in a lost opportunity to maximize the benefits from those surveys; (iv)
STA could be actively engaged with the donor community to help COSIT set overall priorities to use its
scarce resources most effectively to improve source data; and (v) in-country statistical advisers financed
by other donors could support the implementation of the action plans agreed at the workshops and
provide feedback to IMF on government priorities and capacities.

150. Pre-requisites for such a strategy include: (i) Government agreement that IMF should play
such a role; and (ii) IMF would allocating sufficient resources to undertake this role — donor coordination
is not a free good. While the TAs have helped to strengthen the skills of Iraqi statisticians in applying best
international practice, making the best use of available data, identifying gaps in data quality and coverage
and making some suggestions on survey design and the use of new data, STA’s TAs will only be truly
effective if the issues of data quality and coverage are addressed. More pro-active donor coordination is
needed to reach this goal. In its comments on the draft report, STA stated that its mandate is to improve
methodological concepts and not source data. It is undoubtedly important for countries to improve their
methodologies and to implement the best international practice contained in IMF statistical manuals.
However, in Iraq there are major problems related to the source data. It may be that the underlying errors
of estimate in the source data over ride the benefits of improved methodology. In such situations, IMF’s
statistical strategy should better balance the twin objectives of improving both the statistical methodology
and the source data. Given its extensive work on many facets of Iraq’s macroeconomic statistics over the
past four years, STA is well placed to use this knowledge to help identify priorities for the next datasets to
develop.

151.  There are regional resources that could be used more proactively to compliment STA TAs:
(i) the Middle East Technical Advisory Center (METAC); and (ii) the Arab Monetary Fund. METAC has
expertise in multisector statistics. Given its location and Arabic language capabilities, METAC might also
be in a position to undertake the myriad of logistical issues related to planning and implementing the
workshops more cost effectively and efficiently than staff in Washington. METAC could also help draft
reports in Arabic or oversee the translation of reports into Arabic. Having reports in Arabic would facilitate
wider dissemination in Iraq. If METAC were requested to undertake these roles, the corresponding
resource issues would need to be addressed. In CBlI's response to the evaluation team’s questionnaire, it
was suggested that the Arab Monetary Fund could be used to give CBI more exposure to the experience
of other Arab countries in the area of Monetary and Financial and BOP statistics.

“ These surveys covered 3,160, 21,668 and 18,144 households respectively.
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VI. Overall Assessment, Lessons Learned and Recommendations

Key Messages
e Overall, the TA portfolio was successful, relevant, efficient and effective.

e Ensuring long-term sustainability requires maintaining an adequate the level of TA
activity in the future.

e Two TA clusters were rated as highly successful, 6 as successful, 4 as partly
successful and one as not successful.

e The offsite modality was cost efficient and donors received value for money. The limits
of this model will be exposed as IMF moves from policy advice/training to supporting
the implementation of policies and procedures.

e (Good participation selection is essential for TA success -- this will be a challenge as
long as IMF staff cannot travel to Iraq and have only limited knowledge of the
organization and staffing of the partner institutions.

e Place a higher priority on pro-active donor coordination, including encouraging
executing agencies over time to take the lead in this area, to develop synergies that
increase the probability of achieving development results.

e Strengthen the TA Information Management System so it is used more effectively to
manage and monitor TA. Reforms in this area are expected to be implemented by 1
May 2008.

e Strengthen IMF’s evaluation system for TAs by developing a self evaluation system for
all TAs and guidelines for ex-post evaluations. Work on this is planned.

e Improve reports to donors.

e The Fund delivered slightly more internally funded TA to lrag than was originally
planned.

A. Overall Evaluation of TAs Funded From the Iraq Subaccount

152.  The portfolios of TAs managed by the three TA departments were evaluated in Chapters Ill, IV
and V with supporting details in Annexes C, D and E for FAD, MCM and STA respectively. Drawing on
that analysis, the entire portfolio of TAs financed from the Iraq TA Subaccount was rated as
successful (see Table VI.1). The findings of the evaluation team are consistent with feedback from MOF,
CBI and COSIT that was broadly positive. All three clients requested additional TA to continue
improving macroeconomic management and generally rated the TAs favorably. Given the difficult
conditions prevailing in Iraq and the fact that an offsite delivery model was used, this is a good to
very good outcome. Relevancy, efficiency and effectiveness were all rated as good. Given
concerns about the Iragi context, the level of continued IMF involvement and participant selection
for some TA clusters, the prospects for sustainability were rated as on the border between
modest and good.

153.  There were some differences in success between and within the TA departments. Although the
TA portfolios for all three TA departments were rated as successful, the evaluation found that the portfolio
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of MCM TAs performed the best, followed by STA and FAD. Two clusters of TAs achieved excellent
results and were rated as highly successful: (i) MCM’'s Bank Supervision Training and Bank
Restructuring TAs; and (ii)) STA’s Monetary and Financial TAs. Of the 13 clusters of TAs that were
rated, two were rated as highly successful, 6 as successful, 4 as partly successful and one as not
successful.

Table VI.1: Assessment of the TAs Financed from the Iraqg Subaccount

. Rating®

Criteria V\’(ﬁ/'ght FAD | MCM | STA Tscore®

37 45 18 100

Relevance 30 3.1 3.3 3.1 3.2
Efficiency 20 3.0 3.3 2.8 3.1
Effectiveness 30 2.7 3.3 2.8 3.0
Sustainability 20 2.5 2.6 2.5 2.5
Overall Rating/Score 100 2.8 3.2 2.8 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to each TA department

Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs; STA = Statistics|
Department TAs

154. Operating in Iraq has been very challenging, more so than in typical post conflict situations.
The major challenges include: (i) the security situation which resulted in the deaths of several key officials
who were working closely with IMF and the continuous travel ban; (ii) the need to rely exclusively on the
offsite model to deliver TA rather than the more traditional in-country delivery of workshops and training
and the use of long term in-country advisors; (iii) the uncertainties associated with several changes in
government; (iv) institutional weaknesses associated with the legacy of the previous regime (e.g.,
institutions and systems did not use best international practices; human resource weaknesses;
inadequate information technology, software and hardware; a bureaucratic culture that did not value
openness, transparency or sound macroeconomic practices); and (v) a lack of knowledge of Irag on IMF’s
part since IMF had not operated there for more than 20 years and Irag had not reported data to the Fund.
Given these severe operating challenges, the TAs were generally more effective than the
evaluation team expected at the beginning of the assignment. The TA ratings represent a good
outcome in terms of value for money and achieving results.

155.  Several findings were common across most of the TAs:

a) The TAs were generally based on adequate diagnostics and received high ratings in
terms of consistency with IMF activities in Iraqg.

b) There was a clear pattern of consistency between the topics covered by the TAs and
Government priorities.

c) Government officials gave positive feedback on the TAs, their prioritization and
sequencing and the results achieved.

d) The TA was delivered in a timely manner, given the circumstances. However, time

lines had to be extended and, similar to most post conflict situations, it took longer than expected
to achieve results. The expectations in the 2003 Project Framework that about $2.6 million would
be committed during the first 12 months after the start of TA activities $10 million would be
required over a three year period were far too optimistic. Slightly less than $500,000 was spent in
FY 2004.
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e) Issues related to the Iraqgi context and the ability of IMF to find the resources needed to
continue to deliver the same level of assistance to Iraq going forward raise concerns about the
sustainability of the TA benefits.

f) IMF’s internal management of the TAs was generally efficient and the TAs
programmed and those that were delivered were consistent.

B. Lessons Learned

156. The purpose of the remainder of this chapter is to draw broad lessons and recommendations,
rather than to identify specific lessons and recommendations related apply to the TA portfolios of FAD,
MCM or STA. Those are reported in Chapters Ill, IV and V and the corresponding annexes.

1. MCD Played a Key Role in Setting TA Priorities

157.  The evaluation team received consistent feedback from MCD, FAD, MCM and STA that there
was good coordination between the regional department and the TA departments and that the
priorities for the use of TA funds were largely driven by operational needs related to the SBAs.
The findings in Chapters lll, IV and V report evaluation evidence that largely confirms this assertion. The
evaluation ratings for the three TA departments for consistency between their TAs and IMF operations in
Iraq are summarized in Table VI.2. All TA departments were rated as good on this sub-criteria, with MCM
and STA bordering on excellent. The ratings on this sub-criteria were among the highest in the
evaluation and were higher than the average ratings for relevancy and overall TA success ratings.

Table VI.2: Assessment of the Consistency of TAs With IMF Activities in Iraq

Criteria FAD [ MCM [ STA Jscore®

37 45 18 100

Consistency With IMF Activities 3.0 3.4 3.3 3.2
Overall Relevance Rating/Score 3.1 3.3 3.1 3.2
Overall Rating/Score 2.8 3.2 2.8 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to each TA department

Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs; STA =
Statistics Department TAs

158. Annex F provides further evidence of the close relationship between the TA program and the
conditionalities associated with the 2005 (http://www.imf.org/external/np/sec/pr/2005/pr05307.htm) and
2007 SBAs (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and the 2003 Emergency Post
Conflict Assistance Program (http://www.imf.org/external/np/dm/2003/102403.htm). In Boxes F1, F2 and
F3 respectively, the Prior Actions, Structural Benchmarks and the Structural Performance Criteria are
given in the left hand column and the contribution of the TAs are summarized in the right hand column.
The data indicates that TAs addressed: (i) 3 of the 6 Prior Actions; (ii) 17 of the 30 Structural
Benchmarks; and (iii) 5 of the 11 Structural Performance Criteria. Overall, TAs helped to address 53%
of the 47 conditionalities. The link between IMF’s operations in Iraq was the strongest for MCM TAs®.

48 Of the 25 conditionalities addressed by the TAs, 20 related to MCM TAs, 3 to FAD TAs and 2 to STA TAs.
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2. The Offsite Model Achieved Results and Was Relatively Cost Effective

159. One of the key objectives of the evaluation was to assess the success or otherwise of the
exclusive use of the offsite model, an unprecedented experience for the Fund that was necessitated by
the difficult security situation that prevailed throughout the evaluation period. Based on the evaluation
findings, the offsite delivery model was rated as successful (see Table VI.3). However, the ratings for
this sub-criteria were slightly below the average rating for the effectiveness dimension of evaluation and
the overall success ratings. There were some differences across the TA departments. Factors that
contributed to successful outcomes using the offsite delivery mode are summarized after Table VI.3,
generalizing from the lessons drawn in the FAD, MCM and STA TA evaluations.

Table VI.3: Assessment of the Effectiveness of the Offsite Delivery Mode

Rating®
Criteria FAD MCM STA |Score®
37 45 18 100
Assessment of Offsite Delivery Mode 3.0 3.0 2.5 2.9
Overall Effectiveness Rating/Score 2.7 3.3 2.8 3.0
Overall Rating/Score 2.8 3.2 2.8 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to each TA department

Highly Successful ( Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs; STA =
Statistics Department TAs

160. IMF successfully developed and used the offsite model during the last four years. This
model, which was used pragmatically, was the right answer to meet the needs during the
evaluation period. While the evaluations of the FAD, MCM and STA TA portfolios all found that the
offsite model achieved results, the assessments also concluded that there were limits to what could be
achieved by the offsite model. In particular, the offsite delivery mode will encounter challenges as
IMF shifts to placing more emphasis on the implementation of new policies, procedures and tools,
changing organizational structures and procedures and putting knowledge gained by participants
to use from the past focus on planning reforms, introducing best practice methodologies and
general training. Traditionally, long term in-country advisors have been used to support implementation
and the related capacity development.

161. Two TA clusters, Bank Supervision Training/Bank Restructuring and Monetary and Financial
Statistics, were rated as highly successful. Practical lessons related to these TAs include: (i) the need to
design TA to develop concrete outputs to be produced by the authorities, rather than delivering
pedagogical inputs; (ii) holding the authorities accountable for producing or improving these outputs; and
(iii) the need to engage the authorities continuously in specific areas, through frequent workshops and
regular backstopping from IMF Headquarters, rather than workshops every couple of years.

162.  The evaluation identified eight lessons of experience that are associated with good practice
and achieving development results. The presence of these factors contributed to highly successful or
successful ratings and their absence contributed to partly successful or unsuccessful ratings.

a) Good coordination with other donors and their in-country experts was a key
ingredient for the top rated TA clusters — going forward developing synergies between IMF TAs and
the in-country advisers could improve TA effectiveness, help implement the action plans agreed at the
end of the workshops and provide a useful bridge to the executing agencies. Developing synergies with
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in-country experts financed by other TA providers would be one way to lessen the impact of the likely
future cuts in the Fund’s budget. That being said, the evaluation team acknowledges that there were a
few instances when unilateral actions by other donors complicated the work of the Fund.

b) Proper participant selection is a key ingredient of highly successful TAs —
participants must be employed in areas where they will apply the skills learned on the job, attendance
should be viewed as part of career planning and there should be a continuity of participants in a series of
workshops on the same subject. Adequate prior preparation increases the efficiency and effectiveness of
workshops and training. Participant selection is a challenge when IMF staff cannot travel to a country to
become familiar with their counterpart organizations and its key staff.

c) The workshops for highly successful TAs built on, and extended, the work of previous
workshops, by agreeing on an action plan and reporting on progress implementing it at the next
workshop — consistent involvement in a topic over a period of several years yielded better results than a
one off involvement.

d) In the future it may be possible to supplement the offsite workshops with the use
of offsite advisors who could provide high level advice on a part time, on demand basis, to senior
officials in CBI, MOF or COSIT on a wide range of issues — for such advisors to be effective there would
need to be a clear request for such assistance from very senior officials in the executing agencies who
would be involved in the selection of the person and there would need to be frequent contact with, and
supervision by, the concerned IMF staff. Cultural sensitivity and language capabilities must be considered
in the recruitment process as well as technical expertise and experience.

e) Offsite workshops can be used to create opportunities to address issues related to
inter-departmental cooperation, coordination and sharing of information among different Government
agencies — inviting representatives from several agencies involved in an issue to a workshop creates
occasions for discussions and coordination that are not frequent within Iraq, given the difficult security
environment.

f) Clear, realistic objectives must be stated in the Project Framework for each TA and
used as a benchmark against which to assess progress made in BTOs.

g) The successful TAs addressed issues that were consistent with Government priorities
and IMF operations in Irag.

h) The same IMF staff and/or experts should be involved in a series of workshops that
address the same topic -- they must be recognized as experts in their field and work well with the
participants.

3. Concerns About Sustainability

163. Among the four dimensions of evaluation, the lowest rating was given to sustainability
(see Table VI.1). Given that IMF’s involvement in many issues in Iraq is a work in progress rather than
something that has been completed, assessing sustainability was a challenge. The assessment was
made more difficult, like all aspects of the evaluation, by the fact that the evaluation team could not travel
to Iraq to interview a cross section of participants to assess the degree to which they applied the
knowledge gained on the job. Despite these caveats, it is a matter of concern that sustainability was rated
as on the border between modest and good. While some of the issues related to sustainability are
beyond the control of IMF and executing agencies, they can influence others:

a) Iraqi Context: Security issues and issues related to the political transition create
risks to the sustainability of the TA benefits. These issues are beyond the control of IMF and
executing agencies. The best that can be done is to recognize these risks are present and, to the extent
possible, try to mitigate them in pragmatic TA design and implementation. The key appears to be having
the flexibility to respond to changing local conditions and frequent interaction with senior Government
officials and donors with an in-country presence. This rating reflects the risks associated with working in
Iraq. However, given the generally positive ratings reported in this report, the evaluation team believes
that IMF made the right decision to engage in Iraq, despite these risks, rather than waiting for a more
stable situation. Had IMF opted for the latter strategy, six years after the war finished, IMF still would not
be engaged in Iraq.

b) Continued IMF Involvement: Ensuring long term sustainability requires an adequate
level of TA activity in the future. Issues related to whether IMF will be able to sustain the same level of
involvement in Iraq relate to resources. Staff from MCD, FAD, MCM and STA are developing plans for
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continued involvement. There is clearly a demand for additional IMF support in all areas, something that
senior officials from CBIl, MOF and COSIT all stressed their feedback to the evaluation team. However,
IMF’s resources are under pressure and it is facing significant staff and budget cuts. The Iraq TA
Subaccount has been fully committed. Donors have not yet been approached for a possible
replenishment, although this is expected to take place in 2008. Resources for Iraq will need to
compete with the needs for assistance from other countries, possibly within a smaller envelop of resource
availability. At this stage it is too soon to say with certainty how the possible downsizing the available
resources will affect operations in Iraq. However, the evaluation team believes that the resource issue
represents a potential risk to the achievement of objectives and sustainability of benefits for the TAs.
While there are a few cases where the benefits would probably be sustainable without any more IMF
involvement (e. g., the monetary survey funded under STA’'s Monetary and Financial TA Cluster; FAD’s
work related to COA), they are few in number. The majority of TA clusters are works in progress. If
adequate TA does not materialize in the future, the expected benefits will not be achieved and sustained.
Because of these potential risks the evaluation team has opted to be conservative and assigned relatively
low scores to this sub-criteria. What is clear is that sustained engagement over a period of many years is
required to achieve results in post conflict situations. A recent paper suggests that best case scenario for
successful donor exits from other post conflict situations ranges from 15 to 27 years46. Sustained
engagement requires access to adequate resources.

c) Government Ownership of TA Outputs: This was the highest rated sub-criteria under the
sustainability dimension. There was good Government ownership to the TA outputs.
d) Application of Knowledge Gained by Participants on the Job: Neither IMF nor the

evaluation team were able to track participants to determine definitively if they were applying skills
learned on the job. Concerns in this area relate to the selection of the workshop participants and trainees.
For the most successful TA clusters, it was clear that the right people attended and were applying
the knowledge gained on the job. In other cases the evaluation found evidence that the wrong
participants attended, that they did not adequately prepare for the workshop and/or there was a
lack of consistency in participant participation. All of these issues raise questions about whether the
knowledge learned is actually applied on the job for those TAs. Participants section is a challenge for
many international institutions funding out of country events. There must be clear communication from
IMF to senior officials defining the desired profile of participants, careful screening and follow up with
senior officials if there are problems in this area. IMF made efforts to follow this good practice but, despite
such efforts, problems in this area occurred. Adequate participant selection will likely continue to be a
challenge as long as IMF staff cannot travel to Iraq and have only limited knowledge of the organization
and staffing of TA-receiving institutions.

164. Concerns about sustainability have also been raised in other evaluations of IMF TAs. TAs being
rated as successful, despite findings that effectiveness and sustainability were sometimes compromised
by factors outside the control of the TA providers and its immediate recipients, has been reported in other
evaluations®’.

6 Center for Global Development. Working Paper Number 14. How Soon Can Donors Exit From Post-Conflict
States? Satish Chand and Ruth Coffman. 1 February 2008. This paper is based on case studies of Liberia,
Mozambique, Solomon Islands, and Timor-Leste. The criteria for successful exit was defined to be the creation of the
fiscal space to fund the recurrent budget from internally generated revenues, a necessary but not sufficient condition
for donor exit. Given Irag’s potential oil wealth this fiscal space may be created earlier. However, in addition to
financial support, time is also needed to create and nurture the institutions required so that the state does not return
to being a failed state when donors exit.

" IMF. Technical Assistance Evaluation Program Findings of Evaluations and Updated Program
(http://www.imf.org/external/np/ta/2004/eng/030104.htm). 12 July 2006.
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4, Addressing the Recommendations of a Previous Evaluation of TA

165.  In 2005 the Independent Evaluation Office undertook a comprehensive evaluation of IMF’'s TA
activities®. The Executive Directors® commended the IEQ report as a thorough and insightful and
supported all six recommendations. The Managing Director™ stated that the report provided a balanced
assessment of the strengths and weaknesses of IMF’'s TA and agreed with all six recommendations.
Given this strong support for the IEO report from both the Executive Directors and the Managing Director,
the evaluation team expected to find evidence that improvements had taken place since 2005. The
findings of this evaluation and those recommendations are juxtaposed in Table VI.4. The key conclusions
are:

a) The Importance of TA Strategies®: MCD played an important role in prioritizing TAs
and all three TA departments had mechanisms to address strategic issues. The annual work program
was submitted to donors for approval. The prioritization and sequencing were generally appropriate and
the TAs were closely aligned with country priorities and IMF’s operations in Iraq. These findings are more
positive than those reported in this area in the IEO evaluation. However, despite the IEO recommendation
to prepare a comprehensive written strategy to encourage focus and selectivity, serve as a medium-term
priority-setting mechanism through which country TA priorities as well as priorities across countries could
be established and to facilitate donor coordination, such a document was not produced.

b) Systematically Tracking TA Activities: The expectation that TAIMS would be a useful
system to improve IMF’s monitoring of TAs has not materialized. Only STA made effective use of TAIMS.
c) Greater Executing Agency Involvement: Government ownership of the TAs and their

outputs was generally good. There were only a few incidences indentified in the evaluation of insufficient
Government involvement in the TA design.

d) Discussion Prior to Formulating Recommendations: A series of workshops, often
involving in-country experts financed by other donors, designed to achieve a specific objective, showed
the greatest executing agency involvement formulating and implementing recommendations, with the
proviso that participant selection was appropriate.

e) Stronger Ex-Post Evaluation and Self Assessment of TAs: This evaluation is an
example of the type of ex-post evaluation recommended by IEO. A few other ex-post evaluations have
been undertaken by OTM, MCM and FAD. However, the evaluation team did not find any evidence of
systematic self evaluation of completed TAs funded from the Irag TA Subaccount, although STA
systematically assessed the progress made by missions.

f) TA Prioritization: Consistent with the IEO recommendation, the evaluation found
evidence that TA prioritization was driven by MCD, with the result that the TAs supported IMF operations
in Iraq and were consistent with the priorities of the authorities. For FY 2008, the Regional TA Strategy
Note for Iraq was strengthened.

8 IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International Monetary
Fund. 31 January 2005 (http://ieo-imf.org/eval/complete/eval_01312005.html).

“The Acting Chair's Summing Up Independent Evaluation Office—Evaluation of the Technical Assistance Provided
by the Fund. Executive Board Meeting 05/16. 18 February 2005
(http://www.imf.org/external/np/ieo/2005/ta/eng/pdf/021805.pdf).

%0 Statement by the Managing Director on the Independent Evaluation Office Evaluation of the Technical Assistance
Provided by the Fund. Executive Board Meeting. 18 February 2005
(http://www.imf.org/external/np/ieo/2005/ta/eng/pdf/021105.pdf).

*1 Previous evaluations of TA have noted the importance of having a strategy and that TAs are most successful when
they are part of an overall strategy. See IMF. Technical Assistance Evaluation Program Findings of Evaluations and
Updated Program. 2 March 2004 (http://www.imf.org/external/np/ta/2004/eng/030104.htm).
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Table VI.4: Findings Regarding the Recommendations of IEO’s Evaluation of TA

IEO Recommendations and Findings

Iraq TA Subaccount Findings

1. The IMF should develop a medium-term
country policy framework for setting TA priorities,
incorporating country specific strategic directions
and linked to more systematic assessments of
factors underlying past performance. TAs were not
guided by medium-term country-based policy frameworks
that set TA priorities across sectors, program needs and
institutional initiatives, and balanced TA demands. The
area departments were expected to play the lead role in
preparing a multiyear plan of TA as an integral part of the
assistance strategy to countries. Preparing such a
strategy was viewed by IEO as an important step to
improve the coordination of TA with other providers—an
area where both IMF staff and donors felt improvements
were needed. IEO concluded that IMF should focus its
activities and be selective to improve the relevance of
TAs and probability of success.

The evaluation confirmed that, as envisioned in the IEO
study, MCD played an active role in setting TA priorities
that were set out in the work program submitted to the
donors for approval. STA prepared a strategy paper for
Iraq, MCM prepared a periodic strategy note and FAD
has regular meetings, chaired by departmental
management, to prioritize TA requests. All of these, plus
good diagnostics, led to the proper prioritization and
sequencing of TAs that were aligned with Government
priorities and the IMF’s activities in Iraq. These positive
findings reflect pragmatic decision making and appear to
be more positive than the results reported in this area in
the IEO study. However, there was no comprehensive,
written strategy that, in the words of the IEO study, was
“... a medium-term priority-setting mechanism through
which country TA priorities as well as priorities across
countries can be established”. Preparing such a strategy
would provide a vehicle to engage the Government in
setting priorities and making tradeoffs®. A more
comprehensive approach to developing TA strategies
does not mean that the Fund would be expected to
deliver everything in the strategy. Rather, it should be
viewed as a tool to help the donor community to work
together to deliver a well integrated and coordinated
package of assistance that addresses the needs of a
government in a comprehensive way.

2. The IMF should develop more systematic
approaches to track progress on major TA activities
and to identify reasons behind major shortfalls. A
results chain through which a TA was expected to have a
final impact, benchmarks for measuring progress and the
factors behind short falls needed to be identified. TAIMS
was to be the vehicle through which TA monitoring
practices were unified and made transparent across IMF.

STA has made effective use of TAIMS to support TA
management. STA’s documentation on TAIMS was
complete and well organized. BTOs included a written
assessment and used a four point scale to assess
whether or not objectives were achieved. FAD and MCM
do not use TAIMS as a management tool.
Documentation was incomplete and BTOs were not
accompanied by self assessments of their achievements.

3. Greater involvement by the authorities and
counterparts in the design of TA activities and
arrangements for follow-up should be emphasized as
a signal of ownership and commitment. Counterparts
should participate in the preparation of the terms of
reference and help design the activity. For more complex
multiyear TA activities, a letter of agreement could
specify commitment and resources including mutually
agreed milestones of progress, resource commitments
by both the IMF and the authorities and the policy steps
required to ensure necessary institutional changes.

Overall, the evaluation rated Government ownership of
the TA outputs as good. In only a few instances was
there evidence of the executing agencies not being
sufficiently involved in TA design. Although each TA
department had a complex, multi-year TA program, none
of them followed IEO’s recommendation of having a
letter of agreement.

4. Stronger efforts should be made by TA experts to
identify options and discuss alternatives with local
officials prior to drafting TA recommendations. IEO

A series of workshops designed to build on past results
and achieve a specific objective provided several
opportunities for counterparts and experts to work

%2 The IEO evaluation suggests that such a strategy could be linked to the Poverty Reduction Strategy and Program,
although difficulties in doing so were noted. Although the World Bank provided TA in 2006 to support the preparation
of such a document for Iraq, a search of its webpage indicates that it is not yet available.
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concluded that this increases the likelihood of TA
recommendations being implemented. Sufficient time is
needed for informal discussions prior to issuing
recommendations.

together to develop recommendations. Such TAs had
relatively high effectiveness ratings and the feedback
was that the experts and IMF staff worked well with their
counterparts and took their views into consideration. One
off workshops and training sessions provided less
opportunity for such interaction. Appropriate participant
selection was a necessary pre-requisite for discussions
to be fruitful.

5. The program of ex post evaluations of TA should
be widened and more systematic procedures for
disseminating lessons put in place. OTM should
continue to prepare and update a program of ex post
evaluations of TA. The TA departments should undertake
self-assessments. Evaluation findings should be made
more widely available within IMF.

OTM’s decision to undertake an evaluation of the Iraq TA
Subaccount is consistent with this recommendation.
OTM and the TA departments work together to prepare
reports (Technical Assistance Evaluation Program
Findings of Evaluations and Updated Program) that
typically post evaluate three or four clusters of TAs
selected by theme or by country. However, the
evaluation found no self evaluations of completed TAs
funded from the Iraq TA Subaccount were undertaken by
any of the TA departments.

6. The prioritization filters should be discontinued or
replaced by ones that would more effectively guide
TA allocation. Either course of action involves
strategic decisions on trade-offs that need to be
taken explicitly. OTM noted that different approaches
can be adopted to balance two groups of factors in
setting priorities: (i) strategic direction by the Executive
Board and management on those areas where the IMF
will seek to maintain or develop “core competencies” in

The prioritization filters were abolished in 2005 and
replaced by Regional TA Strategy Notes which are
created through an interdepartmental process led by the
area departments. The evaluation found clear evidence
that MCD played a key role in setting priorities for TA in
Iraqg and that the TAs were well aligned with country
priorities, had a reasonable degree of country ownership
and supported IMF operations. For FY 2008, the
Regional TA Strategy Note for Iraq was strengthened.

its TA activities; and (ii) a system that allocates resources
effectively between competing demands, guided by
overall strategic objectives. IEO concluded that priority
setting should be derived from country strategies guided
by area departments and should be done in a manner
that reflects strong country ownership.

C. Recommendations
1. Place A Higher Priority on Pro-active Coordination
166. Although IMF/donor coordination was assessed as being good, it was the lowest rated

criteria among the relevance sub-criteria (see Table VI.5). As is shown in Chapters lll, IV and V there
were examples of excellent coordination in the TA clusters managed by each of the TA departments. In
the best practice examples synergies were built with other donors through: (i) joint missions; (ii)
developing a joint framework within which to provide technical assistance; (iii) inviting in-country
consultants financed by other donors to workshops to make a professional input; (iv) using in-country
experts to help implement action plans agreed at the end of workshops; and (v) using IMF conditionalities
and policy dialogue to create opportunities for other donors to expand their programs in Iraq. While there
were examples of best practice, there were TA clusters where more could, and should, have been
done in the area of donor coordination. Opportunities were missed that had the potential to develop
synergies that might have improved the development impact achieved by the TAs. The evidence
suggests that proximity results in better coordination. In general, coordination was better between IMF
and Washington based institutions than with non-Washington based institutions. However, for some TA
clusters there was less than optimal coordination with Washington based institutions.
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Table VI1.5: Assessment of IMF/Donor Partner Coordination

Rating®
Criteria FAD MCM STA Scoreb
37 45 18 100
Assessment of IMF/Donor Coordination 2.7 3.3 2.5 2.9
Overall Relevance Rating/Score 3.1 3.3 3.1 3.2
Overall Rating/Score 2.8 3.2 2.8 3.0

a/ = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ = Weight by % of TA Budget Allocated to Each TA Department

Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs; STA =
Statistics Department TAs

167. There are five reasons why coordination among donors matters: (i) under the 2005 Paris
Declaration,” IMF committed to better coordination at the country level to increase development impact
and to reduce the transaction costs for recipient countries — the Iraq TA Subaccount could be viewed as a
positive example of the type of collaborative behavior among donors that was promoted in the Paris
Declaration; (ii) one of the lessons that IMF learned from operating in post conflict situations was that
donor coordination was important and that IMF should do more in this area; (iii) the July 2003 Program
Framework explicitly recognized the importance of donor coordination and committed IMF to work closely
with other TA providers; (iv) the evaluation has provided evidence that the synergies developed through
good coordination helped to achieve good to excellent TA outcomes; and (v) given some indications of a
better security situation in the latter part of 2007, some donors are thinking about increasing their
presence in Iraq — if this comes to pass, more pro-active coordination will be needed in the future. Donor
coordination requires cooperation from three parties — IMF, the other donor and the government.
However, each party has its own agenda, objectives, time lines and procedures. Because of such factors,
despite broad conceptual agreement that donor coordination important, it sometimes does not happen.

168.  While donor coordination is important, the evaluation also identified other areas where more
attention to coordination might lead to better development results:

a) Coordination with Regional Institutions: In 2004 IMF established the Middle East
Technical Advisory Center (METAC) in Beirut, with financial support from 13 donors, to better coordinate
and manage its technical assistance services across the region. METAC provides assistance in the areas
of banking supervision, public financial management, multi-sector statistics, and revenue administration.
There is an overlap in the types of activities undertaken by METAC and those financed by the Iraq TA
Subaccount. The evaluation identified a couple of instances when an expert from METAC was involved in
a TA mission. Going forward, more effort could be made to develop synergies between METAC
assistance and TAs financed under the lraq TA Subaccount. The resources of divisions at IMF
Headquarters needed to oversee and backstop missions are under pressure. Also, the administrative
demands for organizing missions in the Middle East for the offsite delivery of Iraq TAs are substantial.
Given its location and Arabic language capabilities, METAC might be in a position to undertake the
myriad of logistical issues related to planning and implementing the workshops more cost effectively and
efficiently than staff in Washington®. If METAC is asked to take on such a role, administrative and budget

53 PARIS DECLARATION ON AID EFFECTIVENESS. Ownership, Harmonisation, Alignment, Results and Mutual
Accountability. March 2005.

5 Initially a TA coordinator was financed for this purpose but this was later discontinued.
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issues would need to be addressed. CBI suggested that working more closely with another regional
institution, the Arab Monetary Fund, might compliment some of IMF’s efforts.

b) Coordination Between Government Agencies: For several TA clusters, the evaluation
team found issues related to coordination between government agencies. In some cases different
agencies needed to work together to address complex challenges (e.g., bank restructuring) or to share
information (e.g., several MCM and STA clusters). There were some examples that suggest that such
issues can sometimes be addressed by inviting senior staff from concerned agencies to offsite
workshops. For this strategy to work, careful planning is required, senior level participants need to be able
to commit their agencies and high level agreement needs to be reached among all participants on the
importance of working together and sharing information. Security conditions limit meetings of Government
officials in Baghdad. Until the security situation improves, offsite venues may be one way to address this
issue.

c) Coordination Within IMF: The evaluation found evidence of good coordination between
MCD and the TA departments. However, there were also instances where there were opportunities for
better information sharing between and within TA departments. The entire knowledge within IMF should
be leveraged to benefit Iraq.

169. The importance of donor coordination in the provision of TA and calls for IMF to do better in this
area are not new. |[EQ’s evaluation® reached a similar conclusion as it found many instances of weak
coordination between the IMF and donors working in similar areas. The IEO evaluation recommended
“Going forward IMF should make more proactive efforts to coordinate with other development partners,
make optimal use of regional institutions and address coordination issues within the government and
within IMF.” This evaluation echoes those IEO findings, although it did find some examples of best
practice in this area.

170. The Paris Declaration stresses the importance of “increasing alignment of aid with partner
countries’ priorities, systems and procedures and helping to strengthen their capacities” and “eliminating
duplication of efforts and rationalising donor activities to make them as cost effective as possible”. To
achieve these objectives the Paris Declaration states that “Partner countries exercise effective leadership
over their development policies, and strategies and co-ordinate development actions”. Partner countries
committed to taking “the lead in co-ordinating aid at all levels in conjunction with other development
resources in dialogue with donors and encouraging the participation of civil society and the private sector”
and donors committed to “respect partner country leadership and help strengthen their capacity to
exercise it". As a signatory of the Paris Declaration, IMF is committed to Iraq playing a leading role in
coordinating donor assistance to strengthen macroeconomic management and the related institutions. In
addition to IMF playing a more proactive role in the area of donor coordination, IMF could suggest that
CBI, MOF and COSIT take the lead in setting priorities and coordinating assistance in their areas of
responsibility. This might involve forming TA committees to be responsible for developing work plans in
conjunction with all donors, and evaluating delivery by providers and implementation by the staff of the
executing agencies. Such committees would serve as a useful focal point for donors and be responsible
for coordination among TA providers. While it may take some time before executing agencies can play
the lead role in donor coordination, this should be the long term objective.

2. Strengthen the TA Information Management System

171.  TAIMS was designed to be a tool for documenting and sharing information on TA delivery to
facilitate the prioritization of TA resources, improve awareness of issues related to TA provision, improve
the integration of TA with surveillance and IMF operations and enhance reporting on the effectiveness of
TA. TAIMS was to provide Fund-wide access to information on the content of TA activities, progress
achieved, a record TA activities (e.g., missions; short-term experts; long-term advisors; seminars and
workshops; headquarters-based work) and facilitate TA evaluation by storing information needed for such
assessments. An overview of the TAIMS process is illustrated in Figure VI.1.

%5 IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International Monetary
Fund. 31 January 2005 (http://ieo-imf.org/eval/complete/eval_01312005.html).
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172. TAIMS was designed to ensure that: (i) monitoring takes place during the entire life cycle of the
project as an input into TA management; and (ii) TA evaluation is undertaken to facilitate learning. The
self evaluation of TAs was to be undertaken not later than 12 months after TA completion to assess the
extent TA objectives and outcomes were achieved on a scale from 1(poor) to 4 (excellent). The resulting
ratings were to be used for the corporate performance indicators. Despite the time and effort that has
gone into developing TAIMS as an IMF-wide platform and OTM’s attempts to encourage its use,
the evaluation team found major differences in its use across the TA departments.

Figure VI.1: TAIMS Process Overview
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173.  On the positive side, STA has been operating TAIMS for the last three years and has used it
to create a comprehensive information base on TA activities, both IMF and donor-funded. It is a
"cradle to the grave" system -- from briefing papers, project documents, logical frameworks, BTOs and TA
reports. For STA, TAIMS included mission assessments that evaluate mission outcomes relative to
objectives on a four point scale. The evaluation team reviewed this material and found the records were
reasonably complete, up to date and of generally good quality. The ease of access to these documents
facilitated the evaluation. The only document that was consistently missing in TAIMS for the STA TAs was
the end of the project assessment report. While this is done for one external donor funded TA%®, such
reports have not been prepared for the Iraqg TA Subaccount. OTM should issue written guidelines
requiring end of TA assessment reports for all TAs, regardless of source of financing. With the
adaptations STA have made to TAIMS,it is an effective platform that could be used by other
departments. One of the key factors in this success story is that STA departmental management
recognized the need for a system that provides an information base for internal monitoring and evaluation
purposes and is committed to ensuring that it works and is kept up to date. The interest and support of
departmental management provides incentives for STA staff to use TAIMS and keep the information up to
date.

% In practice such reports are only prepared for TAs financed from the Japan TA Subaccount because they are
explicitly required by OTM, something that is written in the corresponding guidelines and website.
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174.  In contrast to STA, TAIMS was not used effectively by either FAD or MCM. In both of those
departments there were many gaps in the information available. Consequently, it proved difficult and
time consuming for the evaluation team to find the necessary documents. The information needed for
effective TA monitoring and evaluation was not in TAIMS. In many cases, project proposals contained the
minimum amount of information necessary to get approval of financing from the Iraqg TA Subaccount and
logical frameworks did not provide adequate information on objectives, expected outcomes and
monitoring indicators. Neither end of mission assessments nor end of TA assessments were prepared for
FAD or MCM TAs. FAD and MCM staff cited several reasons for not using TAIMS: (i) the system was
cumbersome and time consuming to use; (ii) the system did not meet the needs of their departments; (iii)
departmental management did not use the system so there was no incentive for MCM and FAD staff to
use the system or to keep the information in the system complete and up to date; and (iv) the effort
needed to use TAIMS was not commensurate with the resulting benefits.

175. OTM has made it clear that TAIMS has an important role to play of externally funded TA. All
funding proposals, using the approved Project Proposal template, must be entered, and approved
through TAIMS as a condition for access to funding. However, once funding was secured, FAD and MCM
were much less diligent in entering additional material in TAIMS. Although OTM recognizes the
importance of comprehensive monitoring and reporting to donors, FAD and MCM did not use TAIMS to
make such information available. The short comings in TAIMS relate not just for external evaluation
but also to support internal monitoring and quality control of TA activities.

176. The problems associated with TAIMS and the fact that IMF does not have a sound
information platform for TA management are well known. Because of these concerns, a review of
TAIMS was undertaken in 2007 to take stock of progress since the 2005 TAIMS review and make
recommendations for improvement. The key findings of that study included: (i) the objectives of TAIMS
are important and such a system is required; (ii) TAIMS is not meeting its original objectives as it does not
provide a comprehensive view of TA use, is viewed as having little practical use by some departments
and there are no procedures to ensure that the information in TAIMS is complete and up to date®’; (iii)
some TA departments do not agree on the conceptual model that underpins TAIMS; (iv) the resource
implications of increased, systematic monitoring and evaluation of TAs and their outcomes have not been
quantified or considered as an integral part of TAIMS implementation; (v) the draft TAIMS Guidance Note
should be finalized to provide the minimum set of information that all departments must maintain in
TAIMS; (vi) the potential benefit of making a TA “knowledge base” more widely accessible has not yet
been realized; and (vii) TAIMS provides a solid technical platform for the management of TA activity,
although some redesign is needed to improve usability and better support remote access.

177.  As part of the TAIMS review, a usability assessment®® was undertaken which found that: (i) there
was general support for the goals of TAIMS, although it was viewed as being flawed; (ii) the highest
satisfaction rates were in OTM and STA and most people in FAD, MCM and LEG disliked TAIMS and did
not use it; and (iii) TAIMS did not provide the information the area departments needed so it was rarely
used. There were widespread difficulties experienced using the system and specific usability issues were
identified that needed to be addressed. The findings of the evaluation team were generally consistent with
these conclusions. While there was strong support for the system in OTM and STA, TAIMS was not used
effectively in FAD or MCM. When the evaluation team used the system we found that it was not very user
friendly, offsite access was sometimes problematic and security codes prevented access by the
evaluation team to some documents. While information was available for specific STA TAs, it was not

" An examination of externally funded projects completed in FY 2007 found that 68% lacked an end-of-project
assessment, 22% did not have defined outputs and 13% did not have project objectives and that most of the
information in reports provided to donors is not stored in TAIMS.

*% Evans Incorporated. Technical Assistance Information Management System (TAIMS). Usability Testing. TASK 3
Deliverable. Usability Test Final Report. 23 April 2007.
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possible to easily develop tables that aggregated information on a portfolio or TA cluster basis™.
Information on a portfolio or TA cluster basis is more likely to be of interest to departmental management,
Fund management and donors than very detailed information on one TA mission or activity.

178. Implementing the recommendations of the Second TAIMS review should address many of
the issues identified this evaluation. However, given the deep seated antipathy to TAIMS in FAD and
MCM, it remains to be seen if the recommendations will be implemented and if they are sufficient to
address the underlying problems. Strong leadership from OTM, supported by Fund management and the
management of the TA departments, will be needed to address the longstanding problems in TAIMS. To
be successful, staff must see that departmental management use and value TAIMS and that it makes
their life easier rather than more difficult. IMF is in the process of improving the usability of TAIMS with
inputs from the TA departments. The expectation is that as of 1 May 2008, IMF management will
require all TAs, regardless of source of financing, to be designed and monitored through TAIMS.

3. Strengthen the Evaluation System for TAs by Building a Self Evaluation System for TAs
and Developing Guidelines for the Ex-post Evaluation of TAs

179.  In July 2002 the Board endorsed a proposal to introduce a formal program of TA evaluation to: (i)
increase the frequency and coverage of TA evaluations; (ii) generate and disseminate lessons to make
TA more effective; (iii) strengthen TA integration with IMF’s surveillance and program work; and (iv)
improve the accountability and transparency of TA. Reports entitled Technical Assistance Evaluation
Program Findings of Evaluations and Updated Program were produced in 2004, 2006 and the next is
scheduled for release in May 2008. The reports are prepared jointly by the TA departments and OTM.
Sometimes the evaluations are undertaken by independent, external evaluators and sometimes by the
staff of the concerned TA department. Each report includes a post evaluation of three or four clusters of
TAs.%° Only a small fraction of IMF’s TAs can be assessed each year using this approach. This raises
issues related to the topic selection and how representative the findings are, i. e., whether the results can
be generalized.

180. Part of one of the recommendations in IEQ’s TA evaluation report was that IMF should develop a
self evaluation system for TAs. This was broadly supported by the Executive Directors and the Managing
Director who, in commenting on the report, stated “There is also a continuing role for self-assessments by
TA-providing departments.” Despite this, the evaluation team did not see any evidence that the TA
departments have implemented a self evaluation system for completed TAs financed from the Iraq
TA Subaccount. The only evidence of consistent, formal self evaluation that the evaluation team came
across was the self assessment of STA missions.

181. A Project Assessment template is available to be completed at the end of the TA to compare
achievements against the objectives and verifiable indicators indicated in the project proposal. The
evaluation team did not see any examples of End of Project Assessment Reports that documented the
degree to which objectives were achieved and outputs produced, underlying reasons for the results and
lessons learned. The plan was for End of Project Assessment Reports to become a part of the
documentation sent by OTM to the donors. While this is a good plan, the TA departments need to
produce the necessary documentation. OTM should issue written guidelines to ensure that such
documents are produced for all TAs, regardless of the funding source. Based on the findings of this
evaluation, IMF is a long way from achieving the objective of instituting a sound self evaluation
system for TAs.

182. There are several compelling reasons why IMF should develop a self evaluation system for
TAs: (i) to learn from past to improve future by identifying what works and what does not; (ii) to provide
departmental management with an assessment of their TA portfolios at an aggregate level and by TA

% While this could be done, it required a special run by a technical expert.

0 For example, evaluations of regional TA centers, country or sector evaluations and project evaluations.
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type; (iii) to provide the Managing Director with the information that is necessary for him to be
accountable to the Board for the use of TA funds; and (iv) to provide the information that donors are
increasingly asking from other international financial institutions to demonstrate the results achieved and
value for money for the grant funds that they entrust to such institutions.

183. It was beyond the terms of reference for this study to develop a full self evaluation system for
TAs. However, the evaluation team does believe that such a system is needed. Based on the experience
of the evaluation team, a number of good practice principles for such a system can be identified:

a) Keep it simple: Develop a standard two to three page template that would not place
inordinate burdens on task managers to complete.

b) 100% Coverage: All IMF TAs, regardless of the source of funding and responsible
department, should be covered.

c) 360° Feedback: The assessment should reflect the views of IMF staff, the executing
agency and experts.

d) Use A Standard Evaluation Rating System: The standard dimensions of evaluation

(e.g., relevance; efficiency; effectiveness; sustainability) should be rated and weighted to arrive at an
overall rating. One approach to this has been used for this evaluation, which could be modified, simplified
and adapted for IMF’s self evaluation system. In the current proposal, the judgments that are used to
arrive at the assessment on the four point rating scale are unlikely to be transparent to all readers or
consistent across TAs.

e) Self Evaluation Provides a Basis for Ex-post Evaluation: Periodically, OTM and the
TA Departments undertake evaluations of TAs. This should include periodic evaluations of the quality of
the self assessments. The same dimensions of evaluation, sub-criteria and rating methodology should be
used for both the self evaluation and ex-post evaluations. OTM should work closely with the TA
departments to develop the standard evaluation rating system. The goal is through periodic comparisons
between self evaluations and ex-post evaluations for the same TAs, the IMF Board, the Managing
Director and donors believe that they can rely on the self evaluation system. Some differences in the
results of self evaluations and ex-post evaluations are to be expected, given that ex-post evaluations will
normally be undertaken a year or more after the self assessments when more information is available.
The objective is to eliminate any consistent upward bias in the ratings in the self evaluations in the TA
portfolios.

f) Focus on Outputs and Outcomes: The self evaluation system should focus on outputs
and outcomes, rather than being dominated by a discussion on inputs.
g) Make the Self Assessments Public: Making self assessments public through the IMF

web page would increase transparency and provide incentives for objective, candid evaluations that can
withstand public scrutiny.

h) Set Targets for the Number of Self Evaluations to be Completed in the Year:
Preparing self evaluations of TAs should be included in the work programs of individual staff members
and departments. Whether or not the targets were achieved would be reported at the end of the year.

184. The purpose of the study was to evaluate the TAs funded under the Iraq TA Subaccount. The
study was not designed to assess IMF’s evaluation system for TAs. However, in undertaking its work, the
evaluation team found that, in practice, IMF does not have a functioning self evaluation system for TAs.
This increased the amount of work undertaken for this evaluation. Give that the number of ex-post
evaluations will be limited in number and will only cover a small number of the total IMF TAs, and the
recommendation in the IEO TA evaluation, the lack of self evaluation system ought to be a matter of
concern to the Fund. Given the budget cuts that IMF will face, there are likely to be more pressures on
OTM to try to secure additional TA resources from donors. Donors are becoming increasingly
discriminating in terms of making decision on whether to channel portions of limited aid budgets through
multilateral or bilateral agencies or nongovernment organizations. Aid budgets are coming under
increasing scrutiny as part of the accountability mechanism to the public for how taxpayer money is spent.
Given this context, donors are asking increasingly pointed questions about the results achieved by
multilaterals for the funds entrusted to them. Going forward, donors will likely demand more evaluation
and accountability for delivering results from organizations to which they provide trust funds. IMF would
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be in a better position to respond to such questions if it had a functioning self evaluation system for TAs.
The need for a self evaluation system has been recognized and plans are in hand to develop it.

185. IMF needs a standard methodology to evaluate and rate TAs that is set out in clear
guidelines governing the ex-post evaluations undertaken by OTM and the TA departments. A new
methodology should not be developed for each evaluation. Having a standard methodology would allow
aggregation across TA evaluations and improve the efficiency of the evaluation process. A standard
methodology would reduce the amount of time individual evaluation teams spend developing the
approach, methodology, evaluation criteria and rating system. The evaluation framework used in this
study reflects best practices of other international financial institutions, adapted to reflect the terms of
reference of this evaluation. It is the first application of such a detailed rating and scoring system in an
evaluation commissioned by OTM. This experience should serve as a useful model to inform OTM and
lead to the development of a standard approach and guidelines for the ex-post evaluations of TAs. In
doing so this framework should be further tested and refined in the context other types of evaluation (e.g.,
assessing TA at country or sector level; evaluating other TA subaccounts; evaluating regional technical
assistance centers). A Delphi technique should be used to reach consensus between OTM, the TA
departments and the area departments on the sub-criteria used under each of the four dimensions of
evaluation and the various weights used. This should be done as an independent exercise that is not
related to any particular evaluation. Eventually OTM should have a standard set of sub-criteria and
weights that could be used for all ex-post TA evaluations and are set out in OTM issued guidelines. The
guidelines should, however, provide the flexibility for evaluators to propose changes in the recommended
weights and sub-criteria, with adequate justification, should that be necessary to suit the purposes of
particular TA evaluation. There should be consistency in the approach and methodologies used in ex-post
evaluation guidelines and the guidelines for self assessments.

4. Improve Reports to the Donors

186. Regular reports on the Iraq TA Subaccount were prepared for the donors -- three annual reports
and work plans and periodic interim reports. The reports provided a brief overview of the economic and
political context, described past and expected activities, reported on financial matters and put forward a
work program for no objection approval. Although there were two meetings with donors during the early
period of the Irag TA Subaccount, during most of the evaluation period the donors were not actively
involved in the decision making and relied on these written reports to monitor progress.

187. The reports to the donors focus more on inputs than outputs, outcomes and results
achieved. Several of the representatives of donors interviewed by the evaluation team stated that the
reports should focus more on the results achieved rather than inputs. While it is understandable that
in the first year or so of the evaluation period the reports focused mostly on inputs, as time progressed
there should be an increasing focus on results achieved. This problem reflects, in part, the lack of a well
developed TA self evaluation system that OTM can draw on when preparing the reports to the donors and
the many gaps in TAIMS. Project frameworks were not always well prepared and, with the exception of
STA, documentation was not available that showed a clear self assessment process for missions that
rated accomplishments vis a vis the initial objectives. The focus on inputs rather than outputs appears be
a systemic problem in IMF’s internal documentation for TAs. The IEO TA evaluation stated that “As far as
capacity-building activities are concerned, current IMF internal documentation focus largely on the input
side—organization of missions, logistics, preparation of analytical reports, and the particular tasks that
resident experts need to undertake during the delivery stage—and the near-term outputs (Stage A),
including advice, training of personnel, preparation of manuals, exposure to state of the art practices, and
improvements in information systems. There is less effort to identify indicators that track the enforcement
of the new technical know-how by the agencies that have received TA (Stage B), and even less effort to
track final impact on the ground (Stage C).”*!

T IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International Monetary
Fund. 31 January 2005. Para 201 (http://ieo-imf.org/eval/complete/eval_01312005.html).
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188. In some cases the reports did not give the donors a clear picture of the problems that IMF
was experiencing in effectively delivering TA in Iraq. While the reports did discuss the challenges
caused by the security and political situation, factors beyond IMF’s control, there was little discussion
about some operational problems over which IMF and the executing agencies had some control (e. g.,
problems experienced with inappropriate participant selection; lack of consistency in participant
participation; lack of pre-workshop preparation; the failure to bring data and Excel worksheets to the
workshops; the reasons for STA’s inability for engage in the area of government finance statistics;
problems that were being experienced with the FMIS).

189. The evaluation rated the effectiveness of the TAs funded by the Irag TA Subaccount as good,
both in terms of using TA outputs and in terms of actual versus desired outputs (see Table VI.6). The
evaluation documented some outputs and outcomes, although in many areas the TAs would still be
classified as a “work in progress”. The information in this evaluation should help OTM to respond to the
requests from the donors for more information on achievements associated with the TAs funded under
the Iraq Subaccount.

Table VI.6: Assessment of the Achieving Development Results

Criteria FAD MCM STA |Score®

37 45 18 100

Use of TA Outputs 2.5 3.5 2.8 3.0
Desired vs. Actual Outputs 3.0 3.3 2.8 3.1
Overall Effectiveness Rating/Score 2.7 3.3 2.8 3.0
Overall Rating/Score 2.8 3.2 2.8 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to each TA department

Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5;
2.5 < Partly Successful (Modest) = 1.5; Not Successful (Poor) < 1.5

FAD = Fiscal Affairs Department TAs; MCM = Monetary and Capital Markets Department TAs;
STA = Statistics Department TAs

190. The reports to the donors focused only on the TAs financed under the Iraq Subaccount.
However, the 2003 Program Framework clearly indicates that the Irag Subaccount was an integral
part of the IMF's operations in Irag and that resources were to be contributed from the IMF's
budget as well as the funds provided by donors. About 45% of the funds and 52% of the person
months were to be provided from the IMF’s internal resources to deliver the planned program of
assistance for Iraq (see Annex A). Although the Program Framework estimates the internal resources that
the IMF expected to provide to complement the resources made available from the TA Subaccount,
similar information was not provided in the progress reports submitted to the donors.

191.  During the evaluation it was clear that IMF was devoting more resources to Iraq than what was
being financed from the Subaccount. MCM, FAD and LEG® all made important contributions that were

62 For example LEG provided assistance related to central bank and commercial banking legislation and for the
currency exchange. The October 2004 Progress Report states LEG will provide assistance related to secondary
central bank and commercial banking legislation, the payment system and tax legislation. However, none of the
assistance provided by LEG was financed under the TA subaccount. In September 2007 LEG and CBI officials
discussed TA for anti-money laundering and capacity building. A proposal is included in TAIMS and official TA
request from Iraq authorities was received in March 2008. Recent developments in relation to LEG’s budget mean
that LEG will need access to funds from the TA Subaccount provide this support, which is expected to involve
working jointly with the World Bank and UNODC. In relation to any contribution by LEG to a TA work plan in the area
in FY2010 and FY2011, the cost of any non-assessment related TA is unlikely to be financed by internal means and
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financed from internal IMF resources. However, data was not readily available that could be used to
quantify this amount of effort. At the request of the evaluation team, OTM extracted some data from the
IMF time recording system to assess the amount of time that IMF staff are putting into Iraq operations.
While this data is not perfect, it provides an order of magnitude estimates, based on actual data, to
compare to the estimates in the Program Framework. This data also helps to put the Iraq TA Subaccount
into perspective relative to the total TA resources that IMF has devoted to Irag. The results of this
analysis are summarized in Table VI.7. Over the period 2005 to 2007, about 7.25 person years of IMF
staff and experts time was devoted to TA for Iraq. Of this total, 68% was financed by IMF resources, 30%
by the Iraq TA Subaccount and 2% by METAC. Looked at another way, the level of effort financed by
the Subaccount allowed IMF to increase its TA delivery to Iraq by about 43% over the resources
that were financed internally by IMF. In relative terms, IMF contributed slightly more person months
than was implied in the 2003 Program Framework. Some of the internally funded activities would cover
TA administration activities (e.g. TA planning; contracting; administration) and some was the direct
delivery of TA services. However, it was not possible to break down the information into those two
categories. In addition to the Fund’s resources, IMF also leveraged incremental resources in the form of
experts financed from other sources (e.g. the U. S. Federal Reserve; U. S. Treasury; USAID; World Bank)
to support some of the workshops and training.

Table VI.7: Person Years to Deliver TA to Iraq By Funding Source (2005 — 2007)?
Irag Subaccount
Department IMF METAC Total as % of
Subaccount
Total
FAD 1.05 0.27 0.05 1.37 19
LEG 0.20 0.00 0.00 0.20 0
MCD 0.03 0.00 0.00 0.03 0
MCM 2.35 1.08 0.02 3.45 31
STA 1.10 0.80 0.06 1.96 41
TGS 0.24 0.00 0.00 0.24 0
Total 4.96 2.15 0.13 7.25 30
a = data for METAC only available for 2006 and 2007

Source: Time Recording System data

accordingly all costs including staff travel costs relating to Iraq TA would have to be borne by the Iraq (or another)
sub-account. Such assistance would involve capacity development in the three target groups (e.g., development of a
financial intelligence unit; training in financial sector supervision; and overall awareness raising of government
officials with an extension to the private sector in due course).
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Annex A: The Iraq TA Subaccount
A. Background

1. The Technical Assistance Subaccount for Iraqg was set up in July 2003 to strengthen
macroeconomic management in Iraq. During the initial phase, the IMF’s role was to: (i) help ensure
that core economic functions were in place and operational: (ii) identify the priority needs for TA; (iii)
provide Fund TA; and (iv) coordinate TA from other providers. It was necessary to establish IMF staff
contacts with in-country counterparts, take stock of the economic conditions and policies, and assess
the legal and institutional framework.

2. Australia, Canada, India, Italy, the United Kingdom and Sweden contributed to the Irag TA
Subaccount. The current status of the financing is shown in Table A1. The donors originally pledged
$10.7 million, but in September 2006 the United Kingdom reduced its pledge from $5.65 million to
$1.35 million and reallocated the funds to other priorities in Iraq1. In total $6 million was available in
the Subaccount, which was largely committed by the end of 2007.

Table Al: Contributions to the TA Subaccount for Iraq
In U.S. Dollars

Contributor Contribution Amount Received
Australia 370,120 370,120
Canada 784,155 784,155
India 350,000 350,000
Italy 372,600 372,600
United Kingdom?® 1,351,015 1,351,015
Sweden 2,812,027 2,812,027
Total 6,039,917 6,039,917
¥ = The original Contribution of the United Kingdom was £3,150,000. In its letter of 21 September 2006,
the United Kingdom reduced its contribution to £787,500.

Source: OTM

3. Annual rolling work programs have been prepared and donors have been advised of the
status through three progress reports, four interim reports, and two donor meetings. Information
provided to donors included financial statements on the Subaccount, project specific work plans,
project descriptions, status of project completion, and project expenditures.

4. In 2003 IMF had not been active in Iraq for more than two decades. During this period, Iraq
did not report any data to the Fund. There were uncertainties about the administrative structures and
institutional capacities of the agencies involved in macroeconomic management and the details of the
programs of other donors already active in Iraq, chiefly the United States and the United Kingdom. In

' The major reason for DFID’s decision related to slow disbursement. DFID committed £3.15 million to the Iraq
TA Subaccount in 2003. By September 2006, DFID had disbursed £787,500. DFID noted at that time that the
Subaccount still had over $2 million in unspent funds, sufficient for financing for two more years of activity at the
pace of implementation. DFID’s original commitment was to support the Irag TA Subaccount up to the end of July
2006. In its letter DFID stated that: (i) it would be happy to look at proposals for additional resources in the future,
should they be required; and (ii) DFID remained committed to providing technical assistance and capacity
building for economic governance and financial management issues and looked forward to working closely with
the Fund.
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the absence of the in-depth country knowledge normally associated with the Fund, the Program
Framework drew on IMF’s experience and lessons learned in other post conflict situations, which
indicated that substantial technical and capacity-building assistance is needed in such situations.
IMF’s primary role in such situations was to help restore macroeconomic stability to provide a basis
for sustainable growth. The Fund'’s assistance in post-conflict situations typically included:
« “TA to rebuild statistical and administrative capacity of key economic institutions
responsible for making and implementing fiscal, monetary, and exchange rate policies.
* Policy advice to help develop a macroeconomic framework to stabilize the economy that
can also provide a basis for mobilizing donor support.
Financial assistance to meet urgent balance of payments needs once the security situation is
sufficiently stable and adequate administrative capacity in place to successfully implement a Fund-
supported program.”

5. The indicative priorities identified in the 2003 Program Framework were:
a) Fiscal Sector: Provide TA through small, specialized missions on expenditure
management, and revenue policy and administration. If needed, a specialized resident
advisor could be assigned to support the necessary reforms.
b) Monetary and Financial Policies: TA could first focus on establishing essential
monetary and payments system operations. The adequacy of the financial sector institutions
and laws would be examined and revised as necessary. TA might be needed on monetary
policy and foreign exchange market operations.
c) Statistical Database: Following an initial assessment, TA would be in the form of a
multi-sector mission to assess data and related legal and institutional deficiencies, using the
General Data Dissemination System framework to identify broad priorities to develop the
statistical system. This could be followed by sector-specific missions to develop action plans
and provide in-depth TA in collaboration with bilateral and international agencies. A multi-
sector statistical resident advisor could be assigned to provide advice on statistical
methodology in core areas, address statistical organization issues and provide support on
cross-sectoral issues.

d) Legal Matters: Support would depend on the adequacy of the existing legal
framework for core economic functions, which was to be assessed at an early stage.
e) Training: Training needs could be addressed through IMF Institute courses on

macroeconomic management, financial programming and sectoral courses delivered by
other Fund departments.

f) Advice: The Fund could provide advice on reforms needed to deliver sustained
growth. Such work could focus on modernizing core economic institutions, establishing an
appropriate institutional and legal framework, updating systems and procedures, and
supporting capacity building.

6. The uncertainties of beginning operations in Iraqg were recognized in the 2003 Program
Framework for a Multidonor Technical Assistance Subaccount for Irag. It stated that the initial plan was
subject to change and adjustment. Because it was not feasible to develop a program in 2003 setting
out detailed objectives, outputs, activities and monitoring indicators, the use of the Iraq TA was to be
based on a rolling work plan to be approved by participating donors. Provision was made to adjust
the work program as the circumstances warranted. This was a pragmatic approach to managing
uncertainty.

7. The July 2003 Program Framework explicitly recognized the importance of donor
coordination. The document commits IMF to work closely with other development partners. The
Program Framework noted that in post-conflict situations sometimes donor support overwhelms the
adsorptive capacity of the government. It was expected that the Fund’'s TA framework could help
provide the basis for donor collaboration. The Program Framework raises the possibility of IMF being
able to play a lead role in advising the Government on how to monitor and promote donor
coordination. IMF typically focused on strengthening the core economic institutions, establishing an
appropriate institutional and legal framework and supporting capacity building. IMF often took the
lead providing TA in the fiscal, monetary and statistical areas, often supported by other agencies.
IMF’s TA activities were viewed as being part of a larger framework of TA delivery developed
collaboratively with other TA providers.
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8. The strong emphasis on donor coordination was good practice and was consistent with the
subsequent 2005 Paris Declaration,” which was signed by 93 countries® and 26 organizations
including IMF and all of the multilateral development banks. Among other things that Paris
Declaration called for: (i) “eliminating duplication of efforts and rationalizing donor activities to make
them as cost effective as possible”; and (ii) “reforming and simplifying donor policies and procedures
to encourage collaborative behavior and progressive alignment with partner countries’ priorities,
systems and procedures”. In signing the Paris Declaration donors, including IMF, committed to: (i)
“Implement, where feasible, common arrangements at country level for planning, funding (e.g. joint
financial arrangements), disbursement, monitoring, evaluating and reporting to government on donor
activities and aid flows. Increased use of programme-based aid modalities can contribute to this effort
(Indicator 9)”; and (ii) “Work together to reduce the number of separate, duplicative, missions to the
field and diagnostic reviews (Indicator 10) and promote joint training to share lessons learned and
build a community of practice.” The design of the Iraq TA Subaccount is consistent with the principles
laid out in the Paris Declaration and as such represents best international practice. The donors
identified the international organization with the comparative advantage, IMF in this case, and then
provided funds to Irag through IMF. This increased donor coordination, reduced the demands of
multiple donors and multiple missions on Iraq when it had limited institutional capacity to absorb
missions, each with their own objectives, priorities and procedures.

9. Security issues made the delivery of TA in Iraq extraordinarily challenging. The poor security
was not foreseen in June 2003 when the Fund and donors began to discuss the concept of the Iraq
TA Subaccount. However, after the tragic bombing of the UN headquarters in Baghdad in August
2003, the Fund suspended all travel to Iraq. The travel ban remains in force. As a result, all activities
financed under the TA were delivered off-site. The inability of Fund staff and experts to travel to Iraq
made it difficult to undertake the detailed diagnostics that are usually a pre-requisite for the effective
delivery of TA and to have frequent interaction with counterparts. Onsite policy advisors that play a
crucial role in providing the support necessary to support the Fund’'s efforts to strengthen
macroeconomic management in virtually all countries could not be used. The delivery of the TA has
been though consultation missions, workshops and seminars held in neighboring countries. The
travel costs of the Iraqgi staff were funded from the TAs. Expertise was provided by Fund staff and
experts hired and supervised by IMF staff.

B. Commitments and Expenditures

10. The use of the proceeds of the Iraq TA Subaccount is summarized in Table A2. Of the 47
TAs that have been approved, 35 (or 74%) have been completed. MCM was the largest user of TA,
both in terms of numbers (17) and amount ($2.175 million or 37% of the total). The average size of
the MCM TAs ($127,000) was close to the average size of all TAs ($110,000). STA had the second
highest number of TAs (15) but the average size was relatively small ($56,000), about half the
average. The total budget associated with STA TAs was $835,000, or 14% of the total. FAD’s model
for TA delivery differed from that of STA and MCM. It processed a small number of relatively large
TAs*. FAD accounted for 30% of all allocations made under the Subaccount. The courses put on by
INS cost about $47,000 each and accounted for a small amount of total commitments (3%). The
remaining allocations were accounted for by two activities® classified as Other and the $635,000 in
administration costs that offset the incremental costs incurred by IMF for administering the
Subaccount.

> PARIS DECLARATION ON AID EFFECTIVENESS. Ownership, Harmonisation, Alignment, Results and Mutual
Accountability. March 2005.

3 Irag was not a signatory.
* The average cost of a FAD TA was $193,000, 57% higher than the average TA size.

° A resident coordinator stationed in Amman helped with the administration and logistics arrangements
associated with the workshops.



Table A2: Use of the Proceeds of the Iraq TA Subaccount
Department No. TAs No. TAs Budget ($) Expenditure Remaining Remaining
Approved | Completed %) Commitment Balance ($)
$)

FAD 9 8 1,739,571 1,445,560 75,500 218,511
MCM 17 13 2,157,055 1,370,820 786,235 0
STA 15 10 834,704 483,104 263,097 88,503
INS 4 3 189,165 159,600 5,818 23,747
Other 2 1 293,600 89,400 204,201 0
Overhead

Costs (13%) 634,903 461,372 173,531 0
Total 47 35 5,848,997 4,009,856 1,508,381 330,761
Source: OTM

11. Of the approved $5.8 million budget, 94% has either been spent or is committed. The
uncommitted balance shown in Table A2 is the difference between the approved budget and the sum
of the expenditures that have been paid to date and remaining commitments. The difference is about
$330,000, most of which relates to FAD TAs that have been closed and for which there are no
remaining commitments. There is also a $39,000 Government Finance Statistics TA that was
approved several years ago but has not been implemented. It is inefficient to have these funds tied.
Consideration should be given to cancelling the outstanding balances that are not being used and
recycling those funds to finance additional TAs in 2008.

12. Over a three year period, the resource requirements were estimated at $16 million, of which
IMF would provide $6 million and would seek $10 million in donor contributions. The Program
Framework clearly states that the estimates of resource requirements are tentative and subject to
change, depending on a number of factors such as the use of long-term expert assignments. Table 1
in the July 2003 Program Framework provides the indicative resource requirements for the first year
of operations in Iraq in both person months and dollars. At total of $5.277 million and 181 person
months were planned. Of this amount, $2.350 million and 94 person months were to be from IMF’s
internal resources and $2.927 million and 87 person months were to be externally financed. Thus,
about 45% of the funds and 52% of the person months were to be provided from IMF’s internal
resources to deliver the planned program of assistance for Irag. Although the Program Framework
shows the internal resources that IMF will provide to complement the resources made available from
the TA Subaccount, similar information was not provided in the progress reports submitted to donors.

13. At the request of the evaluation team, OTM undertook special computer runs to analyze
expenditure from the Iraq TA Subaccount by fiscal years, net of the administrative overhead charges
(see Table A3). During the first full fiscal yeare, about $490,000, of 14% of the total expenditures were
made. This is considerably below the $2.350 million anticipated in the Program Framework. The slow
start up reflects the deteriorating security conditions and the bombing of the UN building, events that
occurred after the initial planning was done for the TA Subaccount. The large amount of FAD’s
expenditures took place in 2004 and 2005. MCM and STA expenditures started off more slowly but
reached their peaks in 2006 and 2007.

® A small amount of the proceeds from the Subaccount were spent in FY2003, but those figures were not
included in the analysis. The data for FY 2008 only reflects a partial year.



Table A3: Expenditures From the Iraq TA Subaccount By Fiscal Year
In percentage

Department 2004 2005 2006 2007 2008 Total % of
Total

FAD 219,814 868,153 65 | 108,491 26,096 | 1,222,619 34
MCM 229,048 253,341 | 424,627 | 557,268 | 245,398 | 1,709,682 47
STA 40,755 89,352 | 143,843 | 151,813 | 27,404 453,167 13
TA Departments | 489,617 | 1,210,847 | 568,535 | 817,572 | 298,898 | 3,385,468 94
INS - 103,947 - 81,253 (818) 184,382 5
OoT™ - - - - 33,257 33,257 1
Total 489,617 | 1,314,794 | 568,535 | 898,825 | 331,337 | 3,603,108 100
% of Total 14 36 16 25 9 100
Source: OTM

14. Expenditures by type for the three TA departments are analyzed in Table A4, which is based
on special runs that OTM undertook at the request of the evaluation team. Participant costs
accounted for 53.5% of total expenditures and the cost of experts 46.5%. There were somewhat
different patterns among the TA departments. While participant costs accounted for just under half of
total expenditures for MCM and STA, they counted for 62% for FAD. This reflects somewhat different
TA delivery models. While MCM and STA focused on relatively small workshops, much of FAD’s
earlier TA involved was training. The participants cost (e.g., travel; accommodation; per diem)
represents costs that would not have been incurred if TA could be delivered in Iraq. The cost of
experts was broadly similar, regardless of where the TA was delivered. Overall, about half of the
costs financed from the Irag TA Subaccount were incremental costs incurred because the security
problems precluded the delivery of TA in Iraq.

Table A4: Participants Costs as Per Cent of Total Expenditures (FY 2004 to FY 2008)
Department | Participant Costs Expert Costs Other Total % Participants
FAD 759,195 463,425 0 1,222,619 62.1
MCM 828,396 880,648 637 1,709,682 48.5
STA 222,336 230,831 0 453,167 491
Total 1,809,927 1,574,903 637 3,385,468 53.5
Source: OTM

C. Objectives and Limitations of the Evaluation

15. The evaluation covers the period from 2003 to late 2007. This evaluation is being undertaken
for two reasons: (i) the work programs under the original financing are close to completion; and (ii) a
new round of financing is contemplated to begin in 2008. The objectives of the evaluation are to
assess: (i) the TA strategy; (ii) the TA provided; and (iii) the off-site TA delivery modality. The
evaluation focused on the relevance, efficiency, effectiveness and sustainability of the TAs. The
evaluation was designed to identify lessons that could help to formulate the Fund’s strategy for its
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future TA program in Irag. The evaluation is designed to assess the portfolio of TAs financed from
the Iraq TA Subaccount. IMF also provided additional TA financed from its own resources. While
examples of such work are sometimes described, no attempt is made in the evaluation to develop a
complete inventory of TA financed from other sources or to evaluate it.

16. The security situation has constrained the evaluation as it required an off-site assessment.
This is clearly a second best solution. Limitations for the evaluation include: (i) limited feedback from
Government officials to get their views on the TAs; (ii) limited ability to interact with workshop
participants to determine whether they found the workshops useful and would apply the knowledge
gained in their day to day activities; (iii) limited diagnostic work that could be done to assess the
relevancy of the strategy, the appropriateness of the focus of the TAs, the efficiency of its delivery
and tits effectiveness in achieving results; and (iv) limited ability to assess Government ownership.
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17. This annex describes the methodology that was developed to achieve the objectives of the
evaluation. The broad conceptual framework is illustrated in Figure B1 and is described below. The
conceptual framework covers the results chain and factors external and internal to the Fund that
influenced the results achieved. In the sections following Figure B1 criteria that were considered for
each element of the results chain are described. These criteria were used as a check list to guide the
work of the evaluation team but were not applied rigorously for each TA. They were, however, used
to derive a set of sub-criteria that were used to rate various aspects covered by the evaluation.

Fiaure B1: Concentual Framework for the Evaluation
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1. Results Chain
The results chain summarizes the steps from the identification of the TA to the outcomes and
that could be plausibly attributed to the TA. Typically results chains are reflected in the TA
Frameworks. The steps in the results chain are illustrated in Figure B1 and are described

Strategy and TA Selection

An important element of a successful TA program relates to the strategy underlying the

individual TAs. The strategy and priorities underlying the planned TA work program can be assessed
by examining:

20.

c)

21.
outputs.
[ ]

the adequacy of the diagnostics that underpin the strategy;

the degree that the priorities and sequencing were correct and whether the planned TAs
were mutually consistent and reinforced each other;

whether the strategy was robust enough to cope with the uncertainties identified in the
Program Framework for the Iraq TA Subaccount;

the adequacy of the focus of the strategy, i.e., too narrow or too diffuse;

the realism of the strategy, i. e., the consistency between the strategy and the program as
implemented and whether changes in the strategy and program during implementation
strengthened or weakened the results achieved,;

evidence of learning in the formulation and modification of the strategy; and,

the degree to which the TA program took into account the activities of other donors — the
degree of complementarity or overlap.

TA Design

The quality of entry of the TAs can be assessed by considering:

the quality of the diagnosis and organizational assessment underlying the TA;

the consistency of the TA with IMF priorities in Iraq, particularly conditionalities associated
with the Stand By Arrangements;

the consistency of the TA with Government priorities and degree of executing agency
involvement and ownership;

coordination of the TA design with other development partners;

the degree to which the workshops and training were consistent with, or designed to support,
the processes and activities in the executing agency;

the clarity of the objectives, inputs, activities, output and outcomes specified, including the
use of monitoring indicators, in the Project Frameworks in the TAIMS;

the degree to which local conditions were reflected in the TA design (e.g., skills of the Iraqi
staff, limitations related to computer hardware and software; existing systems and
procedures; language and culture); and,

degree to which TAs built on, and supported, previous TAs.

Inputs/Activities/TA Implementation

The Inputs, Activities and TA Implementation cover the actions required to produce the
Issues to consider include:

process and implementation efficiency;

efficient use of resources;

timeliness;

the quality of the workshops and training;

criteria and process used to select the participants;

consistency of engagement of both IMF staff and experts and participants; and,

synergies developed with in-country experts financed by other donors.
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d) Outputs

22. The outputs are the specific deliverables of the TA. Ideally they should be monitorable with
verifiable measures specified in the Project Framework. Issues to consider include:
e an examination of actual outputs;
a comparison of actual outputs and desired outputs;
views of senior staff of the executing agencies on the usefulness of the TA;
an assessment of whether the knowledge gained was useful;
an assessment of whether the policy advice provided was useful and appropriate; and,
an assessment of the effectiveness of the offsite delivery mode.

e) Outcomes

23. Outcomes are the reasons why the TA was provided or the expected end-of-TA changes.
Assessing might included determining whether:
e Government ownership of the TA outcomes exists;
e the skills learned were actually used on the job;
e views of the workshop participants, trainees and their supervisors on the value of the TAs;
¢ the number of participants still employed in the executing agency or fields that they can apply
the training;
the degree to which knowledge gained influenced change;
o significance of IMF’s contribution to developing core economic functions and related
institution building;
e the degree to which the TA benefits are sustainable in the Iragi context; and,
¢ likelihood of continuing IMF involvement.

f) Impacts

24, Impacts the expected medium-run impacts that could be plausibly associated with the TA.
Examples include improvements in various economic management activities (e.g., central banking
activities; fiscal management; statistics; laws). Given the nature of the evaluation, the types of TA
activities funded and restrictions on travel to Iraq, there was limited coverage of impacts in the
evaluation.

25. The 2005 evaluation’ of IMF’s TAs found that the diverse and broad range of TA activities
presents special challenges in evaluating TA effectiveness. Some of the methodological challenges
faced by the Independent Evaluation Office (IEO) were similar to those encountered by the evaluation
team and, indeed, are commonly faced by international agencies that provide and evaluate TA. One
particular methodological challenge noted by IEO related to attributing results to the effects of TA.
IEO noted that this becomes more difficult at the higher levels of the results chain and that such
assessments rely heavily upon qualitative judgments. IEO concluded that its “efforts to assess impact
have revealed shortcomings in documentation and processes that limit the extent to which one can
evaluate outcomes. This, in turn, undermines accountability and the potential for the IMF’s
evaluations to be used as learning tools and mechanisms to allocate future TA.”® Similar comments
apply to this evaluation, including a lack of documentation on which to base the evaluation of
outcomes and impacts.

2. External Factors

" IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International
Monetary Fund. 31 January 2005 (http://ieo-imf.org/eval/complete/eval_01312005.html ).

® Ibid. Para 156. The methodological challenges of evaluating TAs were recognized in the comments of both the
Board of Executive Directors and the Managing Director during the discussion of the IEO report.
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26. The end results achieved by IMF TAs are sometimes influenced by factors beyond IMF’s
control. In assessing the success, or otherwise, of the TAs, the evaluation team examined external
factors that affected the results. The evaluation team is rating the success of the TA and not just the
contribution of IMF staff. Because of external factors cases could arise, for example, in which IMF’s
contributions were good but the TA did not achieve the results intended. In such cases the negative
impact of external factors could overwhelm the positive contributions of IMF staff.

27. As stated in the staff report for the 2007 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), despite some improvement in 2007, the
security situation continues to hamper economic recovery. IMF’s overall assessment is that “Although
most parts of the government are functioning, the security problems are straining its capacity to
develop and implement policy.” The security situation in Iraq had a major impact on the Fund’s ability
to deliver the best practice assistance under the TAs. In many cases IMF was required to adopt
second best delivery modalities (e.g., off site TA delivery modality; no in country advisers; no
missions to Iraq by IMF staff). The adverse security conditions also had a significant impact on the
staff of CBI, MOF and COSIT. Tragically, staff from each organization who worked with IMF were
assassinated and/or received death threats. Other staff of the executing agencies left the country.
The dangerous conditions contributed to absenteeism and low productivity. The poor security also
has negative consequences for in-country advisers financed by other donors. Some in-country
consultants were confined to the Green Zone for long periods of time, one was kidnapped and others
were targeted and security costs significantly increased the operational costs of donors active in Iraq.
The evaluation considered the difficult security conditions when drawing conclusions regarding the
achievements of the TAs, or lack thereof.

28. The travel ban to Iraq because of the security problems had implications for the design of the
evaluation methodology. Normally, evaluations seek extensive feedback from senior officials in
executing agencies, workshop participants and trainees. This was not possible for this evaluation. As
a result, the evaluation team had to rely heavily on a review of material in IMF’s files and interviews
with IMF staff. However, feedback from Iraqi officials was needed to help the evaluation team reach
appropriate judgments. The following methods were adopted to get input from the Iraqi sources: (i)
two members of the evaluation team attended the final day of a bank restructuring workshop in
Amman which allowed for interviews with participants from CBI, including the Deputy Governor, MOF
and the Supreme Audit Authority; (ii) a telephone interview with the CBI Governor; (iii) a trip by one
member of the evaluation team to Amman to meet with the senior adviser to the Minister of Finance;
(iv) questionnaires that were completed by senior officials in CBI for TAs related to bank supervision
and restructuring, payments systems, monetary operations/foreign exchange auctions and treasury
bill auctions, accounting, monetary/finance statistics and BOP statistics; (v) a questionnaire
completed by the head of COSIT covering the TAs for national accounts and the price statistics; (vi)
an interview with staff in the office of the IMF executive director representing Iraq; (vii) a review of the
letters of intent and other documents submitted by the Government to the Fund; and (vii) a review of
material on the web pages of CBI and COSIT. Further information on the local situation was obtained
through face to face and telephone interviews with staff of USAID, DFID, United States Treasury
Department and US Federal Reserve Board, including those who are/were stationed in Baghdad and
in-country consultants employed by the United States Treasury Department and USAID
(BearingPoint).

29. In undertaking its analysis and drawing conclusions, the evaluation also considered other
external factors that impacted on the achievement of TA results. The check list of such factors
included:

e Political Economy Issues (central/regional government issues; changes associated with the
changes from the Coalition Provisional Authority to Interim Government to the National Unity
Government; institutional changes; legal/policy/regulatory changes): The staff report of the
2007 Stand By Arrangement (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) noted
that the political consensus has weakened with the withdrawal of some parties from the
coalition but the government has remained in power and key ministers (e.g., finance; oil)
have remained in place. However, the report concludes that the unsettled political situation
could adversely impact on the Government’s ability to maintain fiscal discipline and
undertake reforms.
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e Government Stability and Staff Turnover (e.g., policy changes; procedural changes;
debathification; turnover in senior staff and workshop participants): As the staff report for
the 2007 Stand By Arrangement (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf)
states: “The exodus of professionals has weakened the policy implementation capacity of
the government, and also harmed the economy as a whole.”

e Economic Context (e.g., economic growth; inflation; fiscal position);

o Policy Framework and New Laws; and,

e Socio Cultural Factors (ethnic and regional issues; language).

30. In some areas the role of other donors may affect the outcomes achieved by IMF. If
synergies are developed, IMF’s outcomes and impacts may be enhanced. In other cases
opportunities may have been missed to develop such synergies, IMF’s assistance may work at cross
purposes with the assistance provided by other donors or expected contributions from others did not
materialize.

3. IMF Policies and Procedures

31. The evaluation was not designed primarily to assess IMF’s policies and procedures. These
were only commented on if they appeared to have an impact on TA delivery, management and
achievement of development results. Examples of factors considered included:
e ease of access to information and quality of information in TAIMS;
consistency of involvement of IMF staff and experts;
degree of self evaluation of TA activities;
evidence of learning from past experience;
reporting to donors;
degree of pro-active donor coordination; and,
TA budget and management.

B. Evaluation Criteria and Rating Methodology

32. The terms of reference provide for an evaluation framework that is based on relevance,
effectiveness, efficiency and sustainability. The use of such criteria is consistent with the practices
used by other international financial institutions. The sub-criteria used to assess the four dimensions
of evaluation (e.g., relevancy, effectiveness, efficiency and sustainability), the rating methodology and
the weights applied to each of the sub-criteria and the four dimensions of evaluation are described
below. The evaluation methodology draws from the approaches used by international financial
institutions, particularly ADB’s Guidelines for evaluating TAs,? modified as appropriate to reflect the
needs of this evaluation. The major innovation for this evaluation was to specify and rate explicit sub-
criteria for relevancy, effectiveness, efficiency and sustainability.

33. In the international development community, some organizations develop an overall
assessment of a TA and others only rate the individual dimensions of the evaluation (e. g., relevancy;
effectiveness; efficiency; sustainability). The Evaluation Team believes that best practice is to
develop overall, numerical ratings. Such ratings force evaluators to come to a conclusion. While
reaching such conclusions involves judgment, the evaluation methodology should help to make such
judgments transparent to the reader. The approach used to derive the overall rating is described
below. It involves two steps: (i) rating each of the sub-criteria on a four point scale of excellent (4
points), good (3 points), modest (2 point) and poor (1 points); and (ii) assigning weights to each of the
sub-criteria, TA cluster and the four dimensions of evaluation so that the results can be aggregated to
reach broader conclusions. As a first step, each TA cluster in FAD, MCM and STA was rated against
the specific sub-criteria for the four dimensions of evaluation. The scores for the clusters of TAs
within FAD, MCM and STA were added together weighted by the proportion of the departmental TA
budget allocated to each TA cluster. Then the weighted scores were derived to each or the four

° ADB. Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations. Addendum 2:
Contents of a Technical Assistance Performance Evaluation Report. 2006.
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dimensions of evaluation which, in turn were aggregated by specified weights to rate the TA portfolio
in FAD, MCM and STA. The weights are essentially arbitrary. For this evaluation, slightly more weight
was given to relevancy and effectiveness (30% each) than to efficiency and sustainability (20%
each)m. The evaluation results were then added together weighted by the amount of the TA funds
budgeted in each area. The results for the three TA departments were then aggregated, weighted by
the TA budget allocated to each department to derive the overall assessment of all TAs funded under
the Iraq TA Subaccount.

34. This four point rating scale is similar to the rating scale that is supposed to be used for some
of the IMF End of Mission Assessment Reports and End of TA Assessment Reports”. This is a good
approach to developing a self evaluation system. Unfortunately, a search of the TAIMS found that
such self assessments of mission accomplishments were not completed by FAD and MCM, although
it was common for STA. None of the TA Departments completed End of TA Assessment Reports for
TAs funded from the Iraq TA Subaccount. IMF appears to have missed an opportunity to build a
sound and consistently applied self evaluation system for TAs. The absence of such a system and
the uneven quality and paucity -- and absence in many cases-- of information essential for monitoring
and assessing TA, made it more difficult to conduct an evaluation of the Iraq TA Subaccount than it
should have been.

35. There are challenges applying this quantitative framework of ratings and scores to a TA
program that is still in its early stages and in many areas is a work in progress. This type of
assessment is more commonly applied to completed projects where outcomes, sustainability, and
impacts are clearer. In terms of progress with monetary policy, banking development, the fiscal area
and in macroeconomic statistics, Iraq is just beginning the first generation of reforms, a task that is
being undertaken in extremely difficult security and political conditions by executing agencies with
limited institutional capacity and low absorptive capacity. While there are some successes to be
highlighted, which are significant accomplishments given the present context in Iraq, in many areas
they do not represent a core mass for sustainable progress at this stage. The evaluation team is of
the view that the evaluation framework and methodology used is appropriate to identify lessons which
should inform the Fund’s strategy in moving ahead with the TA program in Iraq. As per the terms of
reference, this is the primary purpose of the evaluation.

1. Relevance

36. An assessment of relevance addressed questions related to the quality of the diagnosis
underlying the TAs, the consistency with IMF and government priorities and the degree of
coordination with other development partners. Relevancy is not a theoretical concept. In arriving at
the ratings the evaluator must consider whether the TA inputs were adequate to produce the desired
outcomes and make a contribution to the specified impacts. The four sub-criteria used to assess
relevance are listed below with the weight applied shown in brackets:

a) Quality of Diagnostics (20%): Evidence of an adequate diagnostic assessment
resulted in a TA that addressed the correct problems, was based on a sound
understanding of the institutional constraints and needs and was focused, properly
sequenced and was implementable. One measure of the adequacy of the
diagnostics is whether the TA program as delivered was consistent with the strategy
and program.

b) Consistency of TA With IMF Activities in Iraq (30%): Evidence of consistency
between the TA and IMF’s operations in Iraq, drawing on the analysis and
conditionalities in the Stand By Arrangements, the related staff monitoring reports

10 Relatively less weight was given to sustainability because it is heavily influenced by the security situation in
Iraq and the likelihood of continuing IMF involvement. These sub-criteria affect all TAs more or less equally in
terms of sustainability. Relatively less weight was given to efficiency because the use of the offsite model made it
difficult to identify independent benchmarks to use to compare efficiency and, in terms of cost efficiency, there
were similar conclusions for most TAs.

" The evaluation team reviewed many examples of end of mission assessments for STA TAs in the TAIMS.
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and interviews with MCD staff. The highest rating was reserved for TAs that achieved
results and were directly related to IMF conditionalities.

c) Consistency With Government Priorities (30%): Evidence of consistency between
the TA and Government priorities based on feedback from senior government
officials and inferences drawn from a review of IMF documents and material on CBI
and COSIT web pages.

d) IMF/Development Partner Coordination (20%): Assess whether synergies were
developed with other donors to maximize the relevance and impact of IMF’s TA. The
evaluator should assess whether the TA complimented and enhanced the work of
others or unnecessarily duplicated the work of other donors.

37. Each relevancy sub-criteria was rated on the four point scale separately for each for each TA
cluster. The ratings were then aggregated horizontally, weighted by the proportion of the budget
spent on the TA cluster, and vertically using the weights assigned to each sub-criteria. The same
approach was followed for the FAD and MCM TAs and for the other dimensions of evaluation.

38. Standard descriptors, based on numerical cutoffs, describe the overall relevance rating:

(i) Highly Relevant or Excellent. Overall weighted average was greater than 3.5. A
rating of this level means that at least 2 of the 4 sub-criteria were rated as a “4” and
the other is rated as “3”. This rating is given to TAs whose relevancy ratings are
particularly good on all four of the sub-criteria. There is a high probability that the TA
achievements led to results that will be sustainable and will remain highly relevant.
Few TAs would achieve such a high rating.

(i) Relevant or Good. The weighted average was between 2.5 and 3.5. At the high end
of the range, two of the four relevancy sub-criteria dimensions could be rated as “4”
and at the low end, two could be rated as “2”. Although there were some issues
related to one of more of the sub-criteria that prevented a highly relevant rating, there
were no major shortfalls, and the TA resulted in relevant outputs that are likely to be
sustained. The TA remains relevant and the problems were small relative to the
positive findings.

(iii) Partly Relevant or Modest. The weighted average was between 1.5 and 2.5 on a
scale of 4. At the upper end of the range, two ratings of “3” could have been
achieved while at the lower end, the ratings could include two “1”s. Although the
evaluation identified shortfalls in several of the sub-criteria, overall there were some
positive findings for the TA, although not what was originally expected.

(iv) Not Relevant or Poor. The weighted average was less than 1.5. In this case,
probably three of the 4 sub-criteria were rated as poor by the evaluators. The TA had
clear problems at the time of evaluation and did not succeed in achieving clear
development results.

39. Similar descriptors were used for the other dimensions of evaluation. This approach provides
a consistent basis for overall assessments. The evaluation Team carefully assessed and modified the
initial ranking in an iterative process to ensure consistency between TA clusters within a TA
department and across TA departments. The relative rankings of the sub-criteria were also reviewed
for logical consistency. Particular attention was given to those assessments where ratings were on
the borderline, i. e., were near the cut off points used to define the descriptors.

2. Efficiency

40. The evaluation of efficiency was designed to assess project execution relating to the
resource inputs, activities and timeliness to determine how well resources were used to achieve TA
outcomes. The evaluation of efficiency follows the same general pattern of scoring, weighted rating
and use of cut off points as was described above for relevance. Thus, only the efficiency sub-criteria
and weights are described below:

(i) Process and Implementation Efficiency (30%): Efficiency of process and
implementation covers such factors as IMF’s internal management of the TA,
efficiency in recruitment of consultants, making appropriately qualified staff available
and the efficiency of planning and executing the TA delivery.
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Consistency of Engagement (30%): The consistency of engagement at the
institutional and individual level for both IMF and the executing agency was
examined. This included examining whether IMF was consistently engaged in the
topics covered by the TA clusters and the turnover of IMF staff and experts and the
participants in the workshop and training courses.

Efficient Use of Resources (30%): To assess the efficiency of the use of resources,
the incremental cost of the offsite delivery model in terms of cost per participant and
cost per participant per day was compared in broad terms to the costs associated
with delivering similar services through in-country advisers. Other factors (e.g.,
inappropriate participant selection; adequate pre-workshop preparation on the part of
participants; cost of experts) were also considered.

Timeliness (10%): Assessing timeliness involved examining timeliness of TA
execution (i.e. were the tasks completed on time) and actual project execution dates
compared to the work plan timetables. If individual workshops or training courses
were put on as planned, that was rated as good. Given that most time lines had to be
extended to achieve the broader TA objectives and DFID reduced its commitment
because of slow disbursements, few excellent ratings would be expected under this
sub-criteria.

Effectiveness

41. The evaluation of effectiveness examined whether the TA outcomes were achieved, or can
reasonably expected to be achieved given the developments at the time of the evaluation. The
evaluation team identified the factors that contributed to success or lack thereof. The four sub-criteria,
and the assigned weights, used to evaluate effectiveness were:

(i)
(ii)

(iii)

(iv)

Use of TA Outputs (30%): This involved an assessment of the use of the outputs of
each TA cluster and whether the outputs are likely to lead to the desired outcomes.
Desired vs. Actual Outputs (30%): The actual outputs were compared to the
desired outputs implied from goals and objectives stated in the Project Framework,
TA strategy or other documentation. This analysis might highlight an unfinished
agenda. If so, the evaluation team made a judgment if the expected outcomes were
likely to be achieved. The evaluation of effectiveness gave credit for the anticipated
future achievements. In making judgments about what might happen in the future,
the evaluation team used a relatively short timeframe, about a year, and assumed
that the amount of additional resources needed to achieve the TA objectives was
modest compared to the time and effort that had already been made.

Effectiveness of Offsite Delivery Mode (10%): The assessment of the
effectiveness of the off-site delivery mode involved considering factors such as (a)
the outputs from the TA and their contribution to achieving the stated objectives; (b)
whether participant selection and pre-workshop preparation contributed to, or
detracted from, the achievement of results; (c) the effect of remote delivery on the
quality and timeliness of the TA; and (d) whether the involvement of in-country
experts financed by other donors resulted in synergies between IMF and another
donor.

Significance of IMF's Contribution to Developing Core Economic Functions/
Institution Building (30%): Evaluators need to be careful about distinguishing
between attribution and contribution. The Progress Reports to the donors attribute
achievements to IMF’s activities without considering the activities of other donors.
While it may be true that progress has been made, this progress may reflect the joint
efforts of the Fund and others. The evaluation team tried to estimate the relative
importance of IMF’s contribution to developing core economic functions, building
institutional capacity and achieving the desired outcomes by considering the extent
to which TA inputs and activities contributed to observed achievements of TA outputs
relative to other factors. One of the issues addressed in this area was whether the
results would have been achieved without IMF involvement.
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4. Sustainability

42. The sustainability criterion examined whether the human, institutional, policy and legal
framework and financial resources are sufficient to sustain the TA benefits. The sub-criteria used to
assess sustainability included:

(i) Iragi Context (20%): Conditions in Iraq continue to be difficult which will have an
adverse impact on the sustainability of TA benefits.
(i) Continued IMF Involvement (30%): Factors that will determine whether IMF staff

will continue to be involved at the same level include the future strategy, IMF’s
internal budget and staffing and the availability of TA resources.

(iii) Government Ownership of TA Outputs (30%): Government ownership was
assessed through the questionnaires sent to CBI, MOF and COSIT, examining the
documents reviewed and websites for evidence that appropriate policies,
procedures, institutional changes and/or legal frameworks were in place to ensure
continued use of the TA outputs.

(iv) Likelihood that Participants Will Apply the Knowledge Gained on the Job
(20%): This factor was assessed through the questionnaires and analysis of the
characteristics of workshop participants to determine the likelihood that they apply
the skills learned on the job. Another consideration was whether the TA outputs were
embedded in the routine businesses practices of the executing agencies.

5. Aggregation of the Ratings Across the Four Dimensions of Evaluation, the TA
Clusters and the TA Departments

43. After completing the ratings for the TA departments across the four dimensions of evaluation,
the ratings were aggregated to provide an overall assessment of the TA portfolio for FAD, MCM and
STA. Common weights for relevance, efficiency, effectiveness and sustainability were used across
the TA departments.

44, The last step in the analysis was to provide an overall evaluation of the entire portfolio of TAs
funded from the Iraq TA Subaccount. The weights for the final aggregation process were derived from
the proportion of the budget in the TA Subaccount allocated to each TA department, net of the
allocations for INS, Other and Administration Costs (see Table A2). The resulting weights were 37%
for FAD, 45% for MCM and 18% for STA.

45, The evaluation framework reflects best practices of other international financial institutions.
This international experience was adapted by the evaluation team to reflect the terms of reference of
this evaluation. It is the first application of such a detailed rating and scoring system in an evaluation
commissioned by OTM. Hopefully this experience will serve as a useful model to inform OTM and
lead to the development of a standard approach and guidelines for IMF TA evaluation going
forward. One of the points made in FAD’s comments on the initial draft of Annex C was that the
evaluators should have sought feedback on the weights and sub-criteria used in the rating system
from Fund staff. That would be good practice. If OTM wants to use the types of methodology used in
this report in the future ex-post evaluations. A Delphi technique should be used to reach consensus
between OTM, the TA departments and the area departments on the sub-criteria used under each of
the four dimensions of evaluation and the various weights used. This should be done an independent
exercise that is not related to any particular evaluation. Eventually OTM should have a standard set
of sub-criteria and weights that could be used for all ex-post TA evaluations and summarized in OTM
issued guideline. The guidelines should, however, provide the flexibility for evaluators to
propose changes in the recommended weights, with adequate justification, should that be necessary
to suit the purposes of particular ex-post TA evaluations.

C. Triangulation of Information
46. The evaluation team drew on information from many different sources including documents

available from IMF, interviews with representatives from concerned constituencies on the IMF Board
of Directors, multiple discussions with Fund staff from OTM, MCD, FAD, MCM STA and LEG,



-18 -

questionnaires completed by the key macroeconomic agencies, interviews with Iraqi officials and
participants within the limits imposed by the travel ban and discussions with representatives or staff of
some key donor partners as well as TA experts. In reaching its conclusions, the evaluation team
considered the evidence from all sources and attempted, to the maximum extent possible, to validate
key conclusions with information from multiple sources. The evaluation team is aware of the
methodological challenges associated with evaluating TA. Some of the challenges are summarized in
Table B1, which is taken form IEQ’s evaluation of IMF TA. The evaluation team tried to address these
challenges by using triangulation but the information base was incomplete and a considerable
amount of judgment had to be applied. The evaluation methodology was designed to make those
judgments transparent. The report was circulated in draft form within IMF. The comments received
were reviewed and, when considered appropriate by the evaluation team, the report was revised in
the light of the comments.

Table B1: Challenges in Evaluating TA Outcomes and Impact

Types of TA

How to Measure Progress in Implementation
and Impact of TA

Possible Reasons for Lack of
Progress

TA to allow the
IMF to advise
on specific IMF
policy issues

» Was the advice taken or modified?

* What does “taken” mean: (i) Accepted by the
executive? (ii) Passed by legislature?

* Implemented on the ground?
» Economic effects observed? With what time lag?

TA to enhance
countries’
institutional
capacity

* Proxies for enhancing technical capacity of
agencies: (i) better trained personnel; (ii) better
information systems.

— Up-to-date methodologies and manuals.

* Proxies for the agencies’ ability to carry out their
work and enforce new capabilities (e.g., improve tax
collections, reduce tax arrears, and better enforce
penalties; enforce prudential regulations in banks,
including closures and penalties if needed).

* Impact on relevant final outcomes (e.g., tax/GDP,
measures of strength of the financial sector).

* Advice not well explained.

* Analytically correct, but not
appropriate to local circumstances.

» Too ambitious time tables.
* Lack of human capital and

resources to implement
recommendations.

+ Advice not sequenced or implemented
with other measures included in
surveillance or programs.

» Unexpected lack of country level
commitment at different levels: (i)
executive; (ii) legislature; (iii)
bureaucratic infighting; and (iv)
opposition of interest groups affected
by the measure.

* Lack of a judicial framework to
enforce new capabilities.

Source: IMF. Independent Evaluation Office. Evaluation of the Technical Assistance Provided by the International
Monetary Fund. 31 January 2005. Table 6.1. Page 85 (http://ieo-imf.org/eval/complete/eval_01312005.html_.

D. Lessons for Future Evaluations

47. Some lessons were learned from undertaking this evaluation that might be useful for those
undertaking future evaluations:

48. The evaluation team devoted much time and effort to collecting documents (e. g., BTOs, red
cover reports, working papers, documentation that should have been in TAIMS but was often
missing). Most of these documents were provided after the week of discussions and meetings in
Washington at the beginning of December, at the start of the evaluation. The evaluation process
would have been more efficient if this material had been available before the evaluation team traveled
to IMF Headquarters at the beginning of the evaluation. Having access to the necessary
documentation at an early stage would have resulted in more productive and focused discussions
with IMF staff in Washington and Government officials in Amman.
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The evaluation team involved three people living in three different countries with different
skills and expertise who had not worked together before. They only met as a group for less
than a week at the beginning of the assignment in Washington. It was important to have a
standard methodology and consistent judgments when assessing the TA portfolios of FAD,
MCM and STA. A common methodology was developed and there were innumerable E-mails
and some telephone calls at the draft report stage to try to ensure consistency. However, it
might have been better to have a two day face to face discussion after the initial drafts and
ratings were prepared as an added measure to ensure consistency across the various
chapters of the evaluation.

IMF needs a standard methodology to evaluate and rate TAs. A new methodology should not
be developed for each evaluation. Having a standard methodology would allow aggregation
across TA evaluations and improve the efficiency of the evaluation process. A standard
methodology would reduce the amount of time individual evaluation teams needed to spend
developing the approach, methodology, evaluation criteria and rating system. If such a
standard methodology is not developed by IMF, more time should be allocated at the
beginning of evaluations undertaken by individual experts who have not worked together in
the past to discuss the approach and methodology collectively at the outset of the evaluation.



-20 -

Annex C: Evaluation of Fiscal TAs
A. Introduction

49, Annex C evaluates the relevance, efficiency, effectiveness and sustainability of the technical
assistance provided by FAD to MOF in the fiscal area from July 2003 to the end of 2007. The findings
and conclusions are based on data, information and analysis drawn from documents provided by the
Fund, both OTM and FAD, from meetings held in Washington, from phone interviews with people
involved and key informants and from feedback received from a senior Iragi MOF official during a
meeting in Amman in January 2008.

50. For evaluating the FAD TAs, TAIMS was of limited use. FAD staff and FAD departmental
management do not use TAIMS as a management tool. Rather the project profiles were entered in
TAIMS because OTM made that a condition of receiving funding from the Irag TA Subaccount. Not
only did the paucity of information in TAIMS hinder the evaluation, it made it more difficult than should
have been the case for OTM to monitor the progress on the FAD TAs. Despite the difficulties
experienced in accessing information, eventually the fact finding process resulted in assembling the
information needed to get a quite comprehensive view on the various topics concerned. The
cooperation of those involved was very positive, although it took a considerable amount of time due
to the dispersion of the people and documents involved and the length of the period under review
(some information dating back more than four years).

51. The main weakness of the evaluation of FAD TAs relates to the lack of information available
from the TA beneficiaries themselves. Because of the travel ban, the evaluation team could not travel
to Baghdad to interview a cross section of MOF staff, both workshop participants and their
supervisors, observe the actual work place situation to assess the degree to which the knowledge
gained is applied on the job, examine MOF’s policies, organizational structure and operational
processes and discuss issues with the representatives of bilateral donors and their consultants that
are supporting MOF’s efforts to reform and improve the fiscal system. To compensate for the inability
to travel to Iraq some questionnaires were sent to MOF but no reply was received. However, a two-
hour meeting took place on 29 January 2008 in Amman with a very senior MOF official who has been
the main FAD counterpart during the whole period12. Had it been possible to get deeper and wider
Iraqi feedback, the quality of this evaluation would have been better. However, given the security
situation that was not possible. This limitation on the evaluation must be considered by both
evaluators and readers when drawing conclusions and interpreting results.

B. Summary of the Fiscal TAs Provided

52. The scope of TA provided did not cover the entire span of FAD’s areas of activity (i.e., fiscal
policy, public financial management, tax management, tax policy). Rather, it was mainly focused on
public financial management and tax policy, including an issue very specific to Iraq related to the
sharing of oil tax revenue. Limited TA was also provided on fiscal policy and tax management. The
concentration on these two areas is a key feature of FAD’s activities. The rationale for the selected
strategic priorities is discussed in Section C below.

53. Because of the security situation, FAD could not frequent in-country missions, in-country
advisors or onsite expert missions TA modalities that were typically used in other situations. Given
this constraint, two main types of activities were used, both offsite: (i) expert missions to analyze the
situation and to advise Iraqgi officials; and (ii) training seminars and workshops. In many cases the
distinction between the two instruments was not that clear: many meetings during “missions” were
akin to “seminars” and, conversely, training activities presented opportunities for analysis and advice.

'2 The same MOF official is the key contact point for other donors (i.e., the World Bank; DFID) active in the fiscal
area.
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Nevertheless, the distinction between missions and seminars will be used in this annex for analytical
purposes.

54. The missions included the following:

a) July 2003 on PFM: an 11 day mission involving four IMF staff. This first mission, at
the request of the CPA, was aimed at undertaking a broad assessment of the PFM situation and at
giving guidance for the re-building of the budget system. It took place just before the travel ban and it
turned out to be the first and last opportunity for FAD staff to go to Baghdad. This mission produced
a 73-page “Findings and Recommendations” report that comprehensively covered the whole PFM
area, including budget preparation, coverage and budget execution. This first mission was funded by
IMF resources rather than the Subaccount.

b) February 2005 on PFM: This joint 12 day IMF/World Bank mission to Amman
comprised 5 IMF staff, one expert and 5 World Bank staff. A total of 34 Iraqis officials traveled to
Amman, mostly from MOF. The objectives of this mission were to: (i) assess PFM benchmarks and
commitments under the IMF’'s EPCA; and (ii) develop a short to medium-term work plan. The
resulting 102 page report included operational recommendations on the medium-term budget
framework, improved budget coverage, classification as well as accounting, reporting, payroll,
controls and audit with sequencing and prioritization of the recommended actions ™.

c) April 2005 on budget classification: This 10 day mission involved one IMF staff and
one expert. Thirteen Iraqi officials, mostly from MOF, traveled to Amman. Building on the work of the
previous IMF/World Bank joint mission, this mission was aimed at establishing a new budget
classification system compliant with GFS 2001. A 78-page report, issued in July, gave
recommendations about budget classification and chart of accounts, together with an implementation
timetable.

d) November 2006 on the FMIS: This 10 day mission involved two staff each from FAD
and MCD, an expert and some contributions from a World Bank staff. The mission met with ten MOF
officials and four people from the Board of Audit in Amman. This mission examined a very precise
issue: to assess the adequacy of the reports generated by the FMIS. The 36 page report issued 4
months later evaluated the FMIS.

e) May 2007 on tax reform: This 5 day mission in Beirut involved two IMF staff and one
expert and met with 11 Iragis, mostly from MOF. During this mission, a 2-day seminar was held. The
35 page final report gives guidance for future medium-long term tax reforms, including some views on
tax administration, and proposes priorities.

55. The FAD seminars are listed in Table C1. Seven of the 10 seminars were organized during
2004. Since then, one seminar has been held each year.

¥ As part of this mission, an STA mission also assessed the issues related to government finance statistics
(GFS) and developed a number of recommendations in this area that were designed to develop opportunities for
STA to provide GFS TA. Those results are discussed in Annex E.
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Table C1: List of FAD Seminars

TOPICS DATE DAYS LOCATION OTHERS
Macro-fiscal issues March 2004 5 Amman
Budget Preparation April 2004 6 Amman
Tax May 2004 9 Abu Dhabi
Customs June 2004 5 Abu Dhabi
Debt Management July 2004 5 Abu Dhabi
Accounting July 2004 5 Abu Dhabi
Fiscal .
L December 2004 4 Amman With the World Bank

Decentralization
Petroleum Issues January 2005 4 Beirut With the World Bank
Fiscal Federalism December 2006 3 Amman With the World Bank
Tax Policy March 2007 3 Beirut
56. During this 54 month period, FAD’s activities in Iraq can be summarized as follows:

a) 5 missions totaling 45 days covering a total of 160 expert/days;

b) 10 seminars covering 49 days for a total of 1,104 training/days;

c) 250 to 300 Iraqi participants (for both missions and seminars); and,

d) 40 different experts involved for a total of more than 500 expert days in the

region (for both missions and seminars).

57. These activities were not spread evenly over the 54 month evaluation period. Most of the

activities were concentrated between July 2003 and April 2005. There was a heavy concentration of
seminars in the first half of 2004. There were no FAD TA activities in Iraq during the 18 months from
April 2005 to November 2006. Activities resumed from November 2006 to March 2007. Between
these visits to the region, there was some contact and interaction between FAD and MOF through
exchanges about the finalization of reports, planning TAs and providing advice on specific issues via
short memorandums sent to Baghdad”. There were also opportunities for discussions between FAD
and MOF officials when they periodically visited Washington to attend annual meetings and on other
occasions.

58. As of November 2007, the budget for the approved FAD TAs totaled about $1.73 million, of
which 83% had been spent. The FAD TA in Iraq can be divided into three different clusters: public
financial management (PFM), tax policy (TP) and fiscal federalism (FF). The division between PFM
activities and the other TA clusters is broadly appropriate. PFM is a large but homogeneous and well
identified cluster. However, the subdivision between fiscal federalism and tax policy activities is a bit
artificial since the main issues addressed under the term of “fiscal federalism”, “fiscal
decentralization” or “petroleum” focused on tax issues; namely, to what extent and how taxes on oil
activities would fund the national Iraqi budget or would be captured by the oil producing regions.
Although the issues were closely related, the Iraqi officials and TA experts involved were different.
Thus for the purposes of analysis, both a fiscal federalism cluster and a tax policy cluster were
identified.

" For example, written comments were provided on the draft budget law.
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59. FAD TAs accounted for 29% of the total budget of the Iragi TA Subaccount. About one half of
the FAD TAs was allocated to PFM, 28% to tax policy and 23% to fiscal federalism (see Table
C2).These figures understate IMF’s contributions to improving Iraqg’s fiscal system since they do not
include the cost of IMF staff or services financed out of the Fund’s internal budget.

Table C2: Distribution of FAD TAs by Cluster
. % of Total
TA Cluster Budget ($) Expenditures ($) Budget
Public Expenditure Management 851,785 742,426 49%
Tax Policy 482,255 406,755 28%
Fiscal Federalism 405,531 296,379 23%
Total 1,739,571 1,445,560 100%
C. Assessment of the Strategy for the Fiscal TAs
60. Assessing IMF TA strategy in the fiscal area needs to consider the following factors: (i) TA

provision should be “demand driven” and triggered by MOF requests; (ii) there is a multiplicity of TA
providers in the fiscal area and, consequently, a certain degree of competition; and (iii) FAD
resources are limited compared to other donors like the World Bank and DFID.

61. One of the main features of FAD TA strategy is the strong and structured focus on the
expenditure side of public finances and a lighter and more general involvement on the tax side. The
evaluation team believes that this choice was justified by the specific context of the overall fiscal
structure of Iraq -- a major oil producer, whose public expenditures are financed by oil resources and
external grants (more than 98% of its overall resources). The rather good fiscal situation in the last
two years — balanced budget or surpluses -- illustrates this basic feature, which is quite exceptional
for a developing country. This explains why “tax policy” and “tax management” were not considered
as a priority during the evaluation period by either MOF or FAD. The reports on the 2005
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and 2007
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) Stand By Arrangements make it clear that
because of poor security there have been problems in budget execution. Needed expenditures to
restore infrastructure could not be made. Also, Government revenues increased significantly as the
price of oil approached $100 per barrel.

62. The PFM focus was a relevant choice for the short-medium term. In a longer term
perspective, tax issues will have to be addressed. That was the objective of the March 2007 mission
and seminar. That broad review should provide a good foundation for deeper TA involvement in this
area going forward. Another mission on tax issues is scheduled for the Spring of 2008.

63. No comprehensive strategy document covering the whole fiscal area has ever been prepared
to prioritize, sequence and guide FAD’s TA activities in Iraq. However, for each TA cluster, there were
implicit strategies, although they were not formally documented. These implicit strategies are
described in the following paragraphs.

64. A two step strategy was developed for PFM:
(i) To help the Iragis analyze their overall system and to advise them on the reforms that was
undertaken through two important missions (July 2003 and March 2005). For this essential
first step, FAD took the lead among the donors supporting fiscal reform. In the same vein, the
seminars held in the first half of 2004 also covered very broad and basic issues.
(ii) To focus FAD’s limited resources on two well defined technical activities areas in which
FAD has very good, specific skills:
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a) chart of account: an issue on which FAD played a lead role in providing advice on the
form and content of the reform, and helped the authorities develop the detailed
classification, which they eventually implemented

b) FMIS: although USAID was the lead donor for FMIS, FAD was asked by the
authorities, at specific points in time, to provide its opinion on selected aspects of the
FMIS project.

65. In the areas of fiscal federalism and tax policy, FAD was content to train and provide advice
to Iraqi officials. No deeper and more operational TAs appeared to be possible at the beginning of the
period and no requests for more specific TA in these fields were made.

66. Several criteria were used to assess FAD’s strategy: (i) Were the priorities and sequencing
correct? (ii) Was the strategy robust and flexible enough to cope with the uncertainties identified in
the Program Framework? (iii) Was the strategy sufficiently focused? (iv) Was the strategy realistic?

1. Sequencing

67. In the PFM area, the 2003 and 2005 reports identified a comprehensive array of goals and
tasks covering this whole area (i.e. both budgeting and management). The sequencing was clearly
defined and broken down between short term, medium term and long term reforms. Although it took
into consideration the needs and specifics of the Iraq situation and needs, the prioritization and
sequencing proposed in those reports followed the standard recommendations used by international
experts in this area.’ During the evaluation, feedback from MCD staff, MOF officials and other TA
providers in the fiscal field indicated that the broad priorities and sequencing identified by FAD were
appropriate. These priorities were confirmed in the IMF surveillance process. Some of the FAD TA
(COA and FMIS) were directly related to structural performance criteria in the Stand By
Arrangements. This further confirms the importance of the priority and sequencing given to these
tasks.

68. For tax policy, prioritization was a less relevant criterion. The major part of this TA cluster
was delivered through training activities covering the whole array of tax issues in developing
countries. Although there were some general recommendations on priorities, the report of the April
2007 mission about possible tax reforms was broad and did not develop a detailed, prioritized action
plan for implementation. At that stage doing so would have been premature.

69. The question of sequencing and priorities is somewhat irrelevant in the area for fiscal
federalism since this TA cluster only involved training and conceptual thinking covering the whole
issue. Issues related to fiscal federalism, largely related to how to share oil revenues, is an
overarching priority in the process of building a new Iraqi fiscal system. However, it is an area in
which the necessary political consensus has not been reached.

2. Flexibility/Robustness

70. For each cluster, beyond the initial comprehensive reviews, specific TA actions were
undertaken in response to Iraqgi requests. This process was pragmatic and adaptable to changing
circumstances. The timetables, contents and locations of the seminars were changed several times
to take into account the Iraqgi wishes as well as security conditions. For FMIS, the TAs reflected the
difficulties addressing this complex issue. Over a period of several years, the USAID financed
BearingPoint consultants put considerable effort into installing the software for a new FMIS. At the
very beginning of these efforts, FAD advised against the FMIS strategy followed. Despite its

'* See, for example, (i) DFI. Public Financial Management Reform in Difficult Environments. Cape Conference
2007. (ii) USAID. Building Fiscal Infrastructures in Post-Conflict Countries. Mark Gallagher.
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reservations, FAD tried to contribute to make the USAID backed initiative successful. This issue is
discussed in more depth in a later section.

71. The pace at which the FAD TA program was implemented was slower than planned. At the
outset, the program was expected to disburse within two to three years but now it looks like it will take
more than twice that time. This was largely due to the serious security problems and the difficulties
that this created for delivery and timeliness of the TA program.

3. Focus

72. In the PFM area, FAD identified quickly, after a comprehensive assessment, two well defined
major building blocks of any budget system on which to focus its efforts: the COA (an issue on which
FAD took the lead) and the FMIS (a project managed by USAID but an area in which FAD provided
advise on selected issues to MOF — much of FAD’s advice was not followed in implementing the
FMIS). Given the limited IMF resources and the significant financial and human resources of other TA
providers in the fiscal area'®, whose budgets exceeded those of IMF, it was appropriate to focus on a
limited number of goals. The two areas identified by FAD were both very important, were areas in
which urgent support was required and were areas that matched the skill set available in FAD.

73. Because of the local context, the tax policy TA cluster could not have a precise focus in the
early stage of IMF’s involvement. This area was not a priority at the beginning of the period under
review. However, going forward there will be a growing need to address tax issues. A more focused
TA, mainly on a sales tax, will likely be developed by a FAD mission planned for 2008.

74. For similar reasons there was also a lack of precise focus in the area of fiscal federalism.
Identifying this issue as a priority for Iraq and focusing substantial resources on it was appropriate.
Three FAD seminars were organized between December 2004 and December 2006. They provided
about 20 Iraqgi officials with a total of 11 days of training and policy discussions and gave them an
opportunity to exchange views with some the best international experts on an issue. Fiscal federalism
is one of the most important issues for the future economic and social development of Iraq.

4, Realism

75. Two approaches may be used to assess the realism of the FAD TA strategy: (i) Was it
compatible with the FAD technical resources and the security environment? (ii) To what extent were
the planned TAs actually delivered? The 2003 FAD TA action plan identified many operational issues
that were not addressed by the subsequent TAs, specifically all the issues involving managerial and
organizational questions. However, the FAD TA action plan pre-dates the tragic bombing of the
UNDP building in Baghdad and IMF’s travel ban. The FAD TA action plan was developed at a time
when onsite activities could be planned. The missing TA actions were those which required an onsite
presence. The 2005 PFM reform agenda appears, in that regard, to have a more valid basis: most of
the issues that were initially identified have been addressed by some form of TA", mostly seminars
and workshops.

76. Regarding the availability of the required resources, the main impediment was not access to
funding -- more funds were available from the Iraq TA Subaccount than could be committed in during
most of the evaluation period. Rather, the main constraint related to the recruitment of well qualified
experts who were available in a timely manner. This remains a constraint for the FAD TA program.

77. Against these criteria, the PFM strategy appears to have been quite ambitious compared to
the absorption capacity of the Iraqi administration, the security conditions and the availability of
expertise. Much was done at the beginning of the period and much remains to be done. However, it

16 Primarily USAID, which financed BearingPoint consultants, DFID, which financed a team from the Adam Smith
Institute, and the World Bank.

v Including TA provided by the World Bank and DFID for issues related to the Board of Audit, procurement and
civil service issues.
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took longer than anticipated to deliver results. This is consistent with a lesson that IMF consistently

learns when operating in post conflict situations.

78. The FAD strategy for Iraq was compared with the lessons drawn from past experiences of TA
in post-conflict countries'. In Table C3, the left column summarizes the lessons learned from
previous experience in post conflict countries and the right column gives the corresponding
information for FAD’s TAs in Irag. Table C3 indicates a considerable degree of consistency,
suggesting that the FAD operations in Iraq generally applied these lessons, a positive finding.

Table C3: Lessons From Post Conflict Countries

FAD Lessons From Post Conflict Countries

Irag FAD Strategy

1. Building fiscal institutions in post-conflict
countries involves three-steps: (i) creating a legal/
regulatory framework for fiscal management; (ii)
establishing/ strengthening the fiscal authority; (iii) and
designing appropriate revenue and expenditure
policies and strengthening revenue administration and
public expenditure management. While the sequencing
can differ across countries. First, usually existing
legislation was reviewed to simplify or establish tax
laws and administrative procedures. The second step
was to strengthen the central fiscal authority, which

usually consisted of four departments: budget;
treasury; tax; customs
2. Four objectives have guided FAD’s advice

on building or reestablishing fiscal institutions: (i)
avoiding ad hoc decision making; (ii) promoting
transparency; (iii) ensuring a minimum level of revenue
collection; and (iv) ensuring that spending patterns
reflect government priorities.

3. In some countries, an explicit mechanism
for coordinating donor assistance  was
established.

4. FAD's advice was tailored to the

circumstances of post-conflict countries: (i) more
openness to tax policies that were not first-best from
an efficiency point of view (e.g., export taxes), given
the need to generate revenue; (ii) proposals to improve
tax administration focused on the basic procedures;
(iii) implement simplified expenditure systems to be
refined at a later stage. In some cases, the adoption of
the first post-conflict budget— sometimes a transitional
one—became an urgent priority.

5. The sequencing of reforms differed among
post-conflict  countries. The timetable for
implementing fiscal reforms was much longer. In
general, recommendations focused on a large number
of intermediate measures over the short term that

Clearly reflected in IMF’s support for fiscal reform in
Irag. FAD participated in the review of the New
Financial Law in 2004. The 2003 and 2005 missions
and reports were aimed at establishing a framework for
budgeting and expenditure management. FAD focused
on the design of a new Chart of Account (GFS
compliant) and a FMIS, the two main building blocks of
any budget system. Given the situation of Iraqgi public
finances (e.g., an oil country in which taxes account for
less than 2% of overall public resources), tax issues
have not been considered a priority. This was
appropriate in the short term.

Transparency was an objective of the COA and, to a
lesser extent, of the FMIS. Prioritization issues were
not addressed by FAD. Because of the oil revenues,
revenue collection was not a major issue.

IMF/World Bank coordination was good. The
USAID/IMF relationship was extensive although there
were disagreements on the FMIS. Less than optimal
coordination took place with DFID.

No primary focus on taxes (see above).

® IMF: Rebuilding Fiscal Institutions in Post-Conflict Countries. 13 December 2004

(http://www.imf.org/external/np/fad/2005/022505.htm).
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could gradually move budgetary practices from a crisis
mode to a more normal state of affairs.

6. Lessons from rebuilding fiscal institutions
in post-conflict situations include: (i) formulating a
TA strategy at the outset to get the sequencing right
and to coordinate TA among donors; (ii) there might
not be a substitute for posting long-term advisors in the
early post-conflict phase; (iii) initially focus on simple
steps and  procedures; (iv)  initial  policy
recommendations may not be optimal from an
efficiency point of view, but may still be the best
possible alternative in the circumstances; (v) while
there is a need for simplicity and administrative ease
in short-term laws and procedures, they should be
consistent with the long-term goal of moving to a
modern fiscal system, and (vi) fiscal decentralization
can pose a challenge for fiscal management.

7. Lessons regarding implementation
include: (i) the initial strategy should be flexible
enough to respond to changing circumstances; (ii) the
level of ownership and commitment of the authorities is
important for the pace of reforms; (iii) effective donor
coordination is important -- there is scope for
improvement in this area; (iv) appropriate conditionality
in Fund supported programs can facilitate
implementation of reforms; (v) development of local
capacity takes longer than envisaged; and (vi) the pace
of implementation can be affected by security.

The two PFM first reports were focused on very basic
tools and procedures

This sequencing was applied in Iraq

Applicable in Iraq only for PFM was a comprehensive
strategy designed.

Although considered in 2005, no advisor was posted
on site due to the security environment.

The challenges related to fiscal decentralization are
clear in Iraq. Despite the challenges, FAD chose to
engage in this area.

i) FAD operations took into account changing
circumstances.

i) Generally good Government ownership.

iii) Good coordination with the World Bank and
USAID, but to a lesser extent to DFID.

iv) Two conditionalities related to FAD TAs were
included in the SBAs.

It has taken longer to develop capacity in Iraq than was
anticipated.

Security was a major problem in Iraq and slowed the
pace of implementation.
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D. Assessment of the Relevance of the Fiscal TAs
79. The evaluation of the relevance of the fiscal TAs is given in the following sections.
1. Quality of Diagnosis

80. For PFM, the July 2003 mission and the resulting report provided a comprehensive
understanding of the prevailing situation in Iraq after the war and decades of centralized and
bureaucratic practices. The weaknesses of the existing system were fully described in the July 2003
report, with an interesting distinction between pre-war and post-war developments. The March 2005
report complemented and deepened the diagnosis made in the first report. These elements of FAD’s
diagnosis were complemented and crosschecked with information gathered and disseminated by
MCM and the other TA providers with whom FAD was in contact.

81. The many seminars and workshops held during the first 12 months of the period under
review provided opportunities to enhance and deepen the diagnosis via the interactive sessions
during which lIraqi officials were asked to present and explain their system, organization and
procedures. The BTO reports issued after those training events described and analyzed the Iraqi
reactions and debates and deepened the diagnosis.

82. Overall, the evaluation team has concluded that there is good evidence of adequate
diagnostics underpinning the FAD strategy.

2. Consistency With IMF Activities in Iraq

83. Consistency with IMF operations in Iraq addresses two issues: (i) the degree of coordination
with MCD in deciding on FAD TA priorities and in monitoring their implementation and results
achieved; and (ii) the extent to which FAD liaised with MCM and STA on possible overlapping issues.

84. For the first issue, there is clear evidence that FAD TA was prioritized, processed and
monitored in close coordination with MCD. Three out of five FAD missions included a MCD staff. This
ensured practical coordination at the field level and demonstrated that MCD believed that the FAD
TAs were important for their operations. An examination of the reports of the five reviews of the
2005 SBA (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf), the report of the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and discussions with MCD staff all attest
to the consistency between the design and implementation of fiscal structural reforms included in the
EPCA and SBAs, which were aimed at strengthening expenditure management, and the FAD TAs.
Some FAD TA inputs were directly linked to the mainstream program and surveillance

activities of the IMF. Two areas (COA and FMIS) in which FAD was heavily engaged were

included as benchmarks in the SBAs. A third one has been included for the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf): an action plan on PFM issues will have to
be prepared by MOF by mid 2008 and it is likely that FAD will be asked to contribute to it. However,
other major fiscal problems were identified by MCD and discussed in the SBA reports that were not
covered in FAD TAs. For example, the need for a better control of the wage bill and under spending
of investment appropriations was highlighted by MCD as important, recurrent problems in the
analysis of successive Iraqgi budgets. However, these issues were addressed by the World Bank,
according to the usual division of tasks between the two institutions which assigns specific issues to
the World Bank such as compensation policy and civil service reform or public investment policy and
prioritization. Nevertheless FAD might perhaps have usefully provided some assistance on the more
technical budgeting and PFM aspects of these issues (e. g., budget procedure; budget nomenclature;
appropriation status; carry over provisions; etc) for these two type of expenditures). The structural
performance criteria in the 2005 SBA (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf)
related to the completion of the data collection for the census of all public service employees, which
following mutual agreement was to addressed by the World Bank, was not met and has become a
structural benchmark in the 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf).
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Given that FAD'’s TA activities declined after 2005, it is not clear to the evaluation team why some of
these other recurrent fiscal issues were not addressed, particularly given the availability of funds in
the Iraq TA Subaccount. It is possible that had FAD been requested to address these issues, the
resulting advice might have helped to overcome the difficulties experienced.

85. There were two potentially overlapping issues concerning the TA departments. One relates to
banking arrangements aimed at managing public funds. This issue was raised in the FAD reports of
2003 and 2005 as a problem with a recommendation to consider establishing a Treasury Single
Account. However, this issue was not mentioned in the MCM work and reports. A second overlapping
issue relates to government financial statistics. FAD was in charge of establishing an
international standard budget classification system while the STA strategy included providing
some TA to develop government finance statistics in a manner consistent with the GFSM
2001 (http://www.imf.org/external/pubs/ft/gfs/manual/). Despite some collaboration with FAD, STA
was not successful in engaging with MOF in this area.

3. Consistency With MOF Priorities

86. Best international practice is to ensure that TAs are only provided if there is a formal request
from the government. This helps to build government ownership, a key pre-requisite for successful
TA outcomes. An official request from MOF, in principle, ensures consistency between the TA and
MOF needs and priorities. On two occasions, the planned FAD activities were modified to better align
them to Iraqi priorities and choices. This is evidence that FAD responded to MOF’s needs. Beyond
this basic “demand driven” rule, the evaluation team found evidence of close and constant contact
between FAD and MCD and senior MOF officials, including the top advisor to the Minister of Finance.
In addition to contacts at the workshops and missions in the region and at IMF Meetings, there were
contacts by phone and E-mail. The Memorandum of Economic and Financial Policies attached to the
reviews of the 2005 (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and 2007 SBAs
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and the related conditionalities provide
further evidence of the consistency between the FAD TAs and MOF priories. Overall, the evaluation
team has concluded that there was a strong relationship between the Government’s priorities and the
FAD TAs.

4. Coordination With Development Partners

87. Strong IMF/World Bank cooperation is evident in the PFM area. There was an important
joint mission in February 2005 led by the IMF that comprised five IMF staff and five World Bank
staff. That mission prepared a mapping that allocated sub-areas between the Fund and
the World Bank. This division of tasks was appended to the report on the Article IV
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) consultation and seems to have remained
the basis of common planning of TA activities. A World Bank expert was included in the November
2006 Fund mission on FMIS. Since then, the two institutions have kept each other informed of their
activities. There is frequent participation in joint meetings in Washington. Recently, FAD was asked to
peer review the World Bank’s new analysis and assessment of the strengths and weaknesses of the
Iraqi budget system. Also, a senior economist working on Iraqi PFM issues for the World Bank joined
the Fund one year ago to work on the same kind of issues.

88. The FF seminars also involved World Bank experts. Although similar evidence of
coordination is not available for TP, this is a domain in which the World Bank is traditionally less
involved. While FAD coordination with the World Bank has been quite deep in some areas (i. e.,
PFM), overall the Fund/World Bank cooperation has been quite narrow in the fiscal area.

89. Oral feedback from DFID was less positive. A DFID financed team from the Adam Smith
Institute has working on site in the Green Zone on fiscal issues since 2003. Feedback from DFID
indicates opportunities were missed for IMF to advise DFID about the workshops, invite in-country
experts to the workshops and share information. The joint IMF World Bank PFM diagnostic mission in
2005 was preceded by extensive discussions with DFID in London, and video-conferences with
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DFID/Adam Smith advisors stationed in Baghdad. The Iragi authorities did not permit either Bearing
Point or Adam Smith personnel to attend the discussions in Amman, although there was follow up
after the event with DFID and there were robust discussions with the U.S. Treasury and USAID. The
reason for this exclusion from the formal meetings/seminars was that the authorities had concerns
about the advice being given by BearingPoint and could not just exclude one consulting firm.
Difference of views and strategies together with the geographical distance between the two
headquarters may have resulted in less evidence of consistent, pro-active coordination efforts with
DFID during the evaluation period. Going forward, ways of developing synergies between FAD and
the DFID financed teams should be explored.

90. USAID, and its consultant BearingPoint, were systematically associated to all the FAD
activities. Missions on occasion met with them and they participated, upon FAD invitation, in seminars
and workshops held in the region. Meetings also took place in Washington between USAID and FAD.
While there were frequent contacts between the Fund and USAID and BearingPoint, there were
difficulties in the relationship between the two organizations and their experts on an important issue --
the design and building of a new FMIS. Commissioned by USAID, since mid 2003 BearingPoint
worked on implementing new financial software, based on an “off the shelf’ package'®. FAD made
early20 and repeated21 warnings against this approach because of concerns that the adaptation of this
system to the Iragi needs and environment would be difficult and that the effort might not produce any
system solution. USAID and BearingPoint considered that an operational FMIS tool, even if not
perfect, would be better than nothing. This conflicting advice between two major donors went on for
several years. This was somewhat confusing for MOF. MOF requested an IMF mission, with World
Bank staff, in November 2006 to evaluate the adequacy of the reports generated by this FMIS. The
conclusion of this mission confirmed the initial IMF assessment based on an examination of the
reports generated by the FMIS which was operating on a trial basis. Since then, this FMIS has been
abandoned, partly because of the technical difficulties and partly because the BearingPoint
consultant was kidnapped. Recently a Memorandum of Understanding (MOU) was signed by USAID
and MOF to resume work on the FMIS. At the time of completion of this report, discussions between
FAD and USAID were in progress in Washington to clarify various clauses in the MOU and to advise
USAID of planned assistance to MOF to prepare a list of reports that is one of the requirements in the
MOU. All parties need to work together in a constructive manner to help MOF have a decent FMIS as
soon as possible.

91. Based on the foregoing, taken as a group, the FAD TAs were rated as relevant (see Table
C3). The relevance rating varied by TA cluster: the PFM TA cluster was rated as highly relevant,
albeit on the border with relevant. The FF TA cluster was rated as relevant, above the midpoint of the
relevance scale. The TP cluster was rated as partly relevant.

¥ Freebalance is a well-known system that has been used in many countries. There are alternative systems
available in the market.

2 1n July 2003

2 In April 2005
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Table C3: Assessment of the Relevance of Fiscal TAs

3.4
3.0

3.2
2.7

1. Quality of Diagnhostics 20 4 2
2. Consistency: IMF Activities 30

3
3. Consistency: Government Priorities 30 4
3

Nl N w
Wl W] Wi

4. IMF/Development Partner Coordination 20

Overall Relevance Rating/Score 100 3.5 2.3 3.2 3.1
a/ Rating: 4 = Excellent; 3 = Good; 3 = Modest; 1 = Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.

Highly Relevant (Excellent) = 3.5; 3.5 < Relevant (Good) = 2.5;
2.5 < Partly Relevant (Modest) = 1.5; Not Relevant (Poor) < 1.5

PFM = Public Financial Management TAs; TP = Tax Policy TAs;
FF = Fiscal Federalism TAs

E. Assessment of the Efficiency of the Fiscal TAs

92. The efficiency assessment of FAD’s portfolio of TAs follows.

1. Implementation and Process Efficiency

93. FAD’s internal management of each cluster of TAs was good. Most of the TAs as delivered
were consistent with the programmed TAs and the preparation and monitoring process of the
different TA actions was satisfactory. Before undertaking every mission, a memorandum was
prepared to define the terms of reference and the main goal to be achieved. Every FAD TA project
was submitted for formal approval at a monthly Review Committee chaired by the FAD head. The
BTOs show evidence of a satisfactory planning/doing/reporting process: (i) actual results of TAs were
systematically compared to the initial goals; (ii) reporting exercises provided useful ideas for the
planning of further activities; and (iii) lessons were drawn from strengths and weaknesses of a given
event were used to improve the next one.

94, The evaluation team found less evidence of an internal coordination process between
different the FAD TA clusters. For example, it was not clear that there were well defined processes
to: (i) circulate information, data and documents (e.g., Terms of Reference; BTOs; red cover reports;
training materials) among different FAD staff involved in different TA clusters; and (ii) coordinate
PFM, FF and TP TA activities (e.g., meetings and the like, beyond the formal Review Committee)
within FAD. While there were pragmatic hints of a good coordination between TP and FF and
between PFM and FF, evidence of good coordination in the PFM/TP areas was limited.

2. Consistency of Engagement

95. Continuity of staff involvement from both sides, the provider and the beneficiary, is an
important issue for any TA process. On the IMF side, the turn-over of the staff involved since 2003
varied across clusters. In the PFM area, seven different IMF staff were involved in the four missions.
One FAD staff participated in three missions, one MCD staff participated in two and five staff took
part in only one mission. The series of six workshops organized in the first half of 2004 were
undertaken by three external experts. These experts prepared the programs and agendas, checked
the relevancy of the contents and the quality of materials, made presentations and acted as an
overall coordinator and moderator during the courses. Although rather expensivezz, this
organizational arrangement allowed for good consistency and continuity in the workshops

22 The cost of this management and coordination arrangements represents, in terms of expert-days, slightly over
half (114 out of 216) of expert-days used for the training courses.
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management process. For FF, two out of three workshops were organized and headed by the same
FAD staff.

96. On the beneficiary side, an examination of the list of Iraqgi officials involved in the missions
and workshops shows a greater volatility. The five expert missions were occasions for meetings and
discussions with 70 to 80 Iraqis officials. There was considerable turn-over and lack of consistent
participation. For example, none of the 35 Iraqi officials met during the March 2005 mission had been
involved in the July 2003 mission on the same topic. While this 100% turn-over was a major
drawback for the TAs, it reflects, in part, the unstable governmental situation and consequent staff
turnover in MOF. The turnover in seminar participants, about 200, was also important. However, in
the case of training activities, it is more normal to have different people with different backgrounds
from different services attending different courses on different issues. According to oral feedback
received on the FF seminars, a high degree of continuity in the attendees was observed. This is a
positive sign.

97. In terms of the FAD TAs, a major positive in terms of continuity was the continuous and
active presence of the senior adviser to the Minister of Finance, who is concurrently the financial
advisor to the Vice-President. The permanence of this main focal contact point for FAD had a strong,
positive impact on the FAD/MOF cooperation.

3. Efficient Use of Resources

98. The total budget for the FAD TAs delivered was about $1.7 million (see Table C1). Of this
amount, approximately 20% reflected the costs associated with the offsite delivery, reflecting the cost
of travel, accommodation and per diems of Iraqi staff®®. These costs would not have been incurred if it
were possible to deliver the TA in Iraq, as would be the normal practice in other countries. Given the
security conditions in Iraq, the offsite model does not necessarily represent an inefficient use of
funds. In countries with a normal security situation, FAD usually uses long tern in-country advisers in
the ministry of finance and conducts quarterly TA multi-topic missions of 3 to 4 staff/short-term
experts. Non Fund staff costs in this scenario would likely be considerably higher than the cost of the
offsite model. For Iraq, the cost per person year of an in-country adviser is estimated at $750,000.

99. Another basis for comparison, though not a realistic one given the Fund’s ban on travel to
Iraq, would be to compare actual offsite modality costs with the hypothetical costs of delivering similar
TA in Iraq. Anecdotal evidence, in part based on World Bank and other donors (USAID and DFID)
experience in assigning resident experts in Iraq under current security conditions indicates that: (i)
the security cost per trip outside of the Green Zone is about $15,000; (ii) the effective working day for
meetings with Iraqgi counterparts is restricted to a few hours; (iii) it is extremely difficult to plan
meetings with Iragi counterparts not to mention arranging a meaningful workshop on the lines of
those conducted in Amman; and (iv) the cost of basing one expert in Baghdad is estimated at
$750,000 per annum. These parameters suggest that the offsite model was a relatively efficient
expenditure of funds compared to delivering TAs through advisers stationed in the Green Zone.

100. The workshop design helped to improve the efficiency of resource use. For example each
workshop was designed for a particular target audience (e.g., customs issues for customs officials;
accounting for accountants; tax for tax people, etc.). FAD advised MOF in advance of the topics of
the workshops/training and the characteristics of the target participants both in writing and in
discussion with senior MOF staff. Partly because of the specialized nature of the workshops, there
was a lack of consistent participation among the Iraqi officials, other than the senior adviser to the
Minister of Finance. This raises some concerns about the efficiency of resource use. With such a
wide variety and large turnover in participants, succeeding workshops were not designed to build on
the knowledge acquired in the earlier workshops. It is likely that some of the participants are no
longer in a position to apply the skills learned on the job. However, information was not available to
either IMF or the evaluation team to trace the participants. Both of these factors lower the cost

2 The cost of experts would, however, not be the same in both the onsite and offsite delivery models.
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efficiency and suggest that a more thorough participant screening could have resulted in achieving
the same benefits for less money. FAD took up the issue of participant selection with senior MOF
officials. The problem of proper participant selection is not unique to FAD TAs. Other donors also
have problems with participant selection for out of country seminars/training. There are strong
incentives operating in executing agencies to use such opportunities for reward their staff that some
times over ride the purely technical criteria for participant selection used by donors.

4, Timeliness

101.  FAD rapidly mobilized its resources to become involved in Iraq at the beginning of the period
under review. The first PFM mission traveled to Iraq just four months after the end of the war. A
significant number of seminars took place in the following 12 months, sticking to a tight schedule
despite the difficult circumstances?. The second PFM mission took place about two years after the
war's end. Thus, FAD staff reacted very quickly during this period to provide a fair amount of TA in
the aftermath of the conflict. After that, FAD provided help in PFM area, mainly COA and FMIS, on a
slower and less intensive pace but as soon as it was requested by MOF. The later FAD involvement
in the TP and FF areas reflects the fact that FAD did not try to address these challenging issues
prematurely.

102. The absence of any postponement attributable to FAD of missions or seminars, the pace at
which the Subaccount resources have been spent and the relatively short time lag between TA
approval and spending are additional indications of a timely delivery of TAs in the fiscal area.
Nevertheless, there were some delays in the completion of the reports. While the July 2003 report
was issued the very month of the mission, two out of five reports were issued three to four months
after the end of the mission. One of the reasons for these delays was the time needed for the
interactions between the different players involved and the time required to reach consensual
conclusions.

103.  The overall rating of efficiency, based on the foregoing, is shown in Table C4. As a group the
FAD TAs was rated as efficient, as was each cluster.

Table C4: Assessment of the Efficiency of the Fiscal TAs

Rating®
Criteria Weight (%) PFM TP FF Score®

49 28 23 100
1. Process and Implementation Efficiency 30

3 3 3 3.0
2. Consistency of Engagement 30 3 3 4 3.2
3. Efficient Use of Resources 30 3 2 3 2.7
4. Timeliness 10 3 3 3 3.0
Overall Efficiency Rating/Score 3.0 2.7 3.3 3.0

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.
Highly Efficient (Excellent) ? 3.5; 3.5 < Efficient (Good) ?2.5; 2.5 < Partly Efficient (Modest) ? 1.5;

Not Efficient’ (Poor) < 1.5
PFM = Public Financial Management TAs; TP = Tax Policy TAs; FF = Fiscal Federalism TAs

F. Assessment of the Effectiveness of the Fiscal TAs

?* The Amman seminars had to be re-located to Abu Dhabi due to the deterioration of the Jordanian security
environment.
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104. The assessment of the effectiveness of the fiscal TAs is given in the following sections.
1. Use of TA Outputs

105.  Different sorts of outputs were produced by the two different types of activities: missions and
seminars. Each is discussed separately below.

a) Missions

106. The main outputs of the missions were the reports produced. All of them were excellent --
well structured, well written, with comprehensive in depth analysis and relevant recommendations in
line with the best international standards and experience. They were also translated into Arabic which
is best practice to improve dissemination and usefulness in Iraq.

107.  The July 2003 report comprised: (i) a set of recommendations for immediate action (by the
end of 2003), short term reforms (during 2004) and medium-term reforms (in 2005 and onward); and
(ii) a TA action plan on budget preparation and coverage, budget execution and supporting areas.

108. The March 2005 report sets out a comprehensive PFM reform agenda in line with the July
2003 recommendations and action plan, albeit wider, encompassing macro-fiscal framework, budget
coverage and appropriations, budget classification and chart of account, cash management, control
and audit, payroll and human resources, FMIS, institutional reforms and training.

109. In both cases, broad priorities were identified but there was no indication about the way and
means to reach the targets. In these reports, the analysis, views and orientation given on the design
of MOF’s future PFM system was relevant, coherent and adapted to the specific situation of this
country. Although broad priorities were identified and a basic action plan proposed, the report did not
include a detailed road map that clearly explained how to manage and implement the reforms and the
related resource implications. In other words, the target was clearly and rightly set but the path to be
followed to achieve the target was not shown. A clear road map and related resource implications
would have been helpful to coordinate the activities of the various donors involved in the sector.

110. In the tax policy area, no document was available that laid out a comprehensive strategy until
March 2007, the last year of the period under review and more than three years after FAD began its
operations in Iraq. This March 2007 report provides a comprehensive approach to address each tax
domain. The present situation is assessed and alternatives are presented that cover all the main tax
reforms (including a possible value added tax) that might be considered and studied by the
Government in the future. The report provides a broad outline of a comprehensive and consistent
target tax system. The proposals are sound and relevant, albeit with a very limited road map to reach
the end goal. However, given the circumstances, at this stage this may be the best that could have
been done.

111.  Three seminars between December 2004 and December 2006 addressed the issue of a
comprehensive strategy for fiscal federalism. Given the importance of this issue, its political sensitivity
and the economic interests at stake, IMF could not propose any structured formal strategy at that
stage. Therefore, an appropriate approach was to provide knowledge and references to nurture the
intense debate on this issue with relevant materials to help the Iraqis to better understand the issues
and the various alternative solutions that have been adopted to address it in other countries. A draft
paper was prepared for the discussions of the Iragi Constituent Assembly by IMF and World Bank
staff and consultants that presented key options that might be relevant for the discussions to senior
officials from the central and local governments in Iraq, including from Kurdistan. The final working
paper25 reflected the thrust of the discussions, including the views on the options prepared by the
Iraqi officials and included a short-term work plan for the assembly. A second technical paper was

> IMF Working Paper WP/05/69 (http://www.imf.org/external/pubs/ft/wp/2005/wp0569.pdf). Iraq: Considerations
on Intergovernmental Fiscal Relations for the Constituent Assembly. Ehtisham Ahmad, Robin Boadway, Giorgio
Brosio, Bob Ebel, and Bob Searle. April 2005.
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prepared by IMF staff in February 2007 on the basis of discussions that took place during the
seminars, more focused on petroleum issues, that document suggested a coordinated strategy to
deal with intergovernmental fiscal relations and petroleum issues. However, that paper was not
cleared for release, an indication of the sensitivity of the topic. Whatever was the rationale of this final
decision, it underlines the gap between the amount of inputs invested by FAD in this work and the
limited amount of documentation that was produced to provide information in a formal, visible and
long lasting form that was accessible to a broad audience.

112.  One of the most significant indicators of the effectiveness of FAD TAs is the fact that major
operational improvements in two areas supported by TAs (COA and FMIS) were included as
structural benchmarks in the SBAs.

b) Workshops

113. Workshops and seminars have been properly organized, documented and implemented.
Written material and oral feedback were positive. The evaluation team has concluded these were
successful events, although problems related to participant selection and continuity undermined, to
some extent, their effectiveness. A general review of the agenda, programs and materials prepared
for all workshops and training seminars indicates that real efforts were made to make these
successful. The quality of experts, the level of their skills and the diversity of their experience and
national origins were all rated as good to excellent. Their pedagogical materials reflected this quality.
In some cases it may have been somewhat too high and, for most part, was not translated into
Arabic. These factors somewhat undermined the effectiveness of this modality. There was liaison
with the MOF on the selection of relevant, qualified people in the right position and with the
responsibilities and skills needed to apply the knowledge on the job. In most of the cases, the
attendees were the right persons in terms of level, position, and background. However, in some
cases the number of people attending the training sessions was too large. According to BTOs and
oral feedback, while some participants were actively involved in the training courses and discussions,
others were not as pro-active. Going forward it appears that more attention will have to be paid to
participant selection to improve the efficiency and effectiveness of the training.

114. In most instances the workshop format encouraged dialogue and participation with
attendees. IMF received feedback from them, and in some cases presentations, and tried to reach
agreement on work plans for future implementation at the wrap-up sessions. The post seminar
questionnaires show that the vast majority of the attendees appreciated the content of the
presentations, the quality of the speakers and the relevancy of most of the themes that match their
needs and expectations. These sorts of end of course assessments generally have a positive bias?®
and do not, of course, provide any information on the extent to which participants used the knowledge
acquired when they returned to their jobs. This is a more relevant indicator of the effectiveness of
training which is discussed later in this annex.

115. There are two issues of concern:

a) Most of the attendees had no, or very limited, command of the English language. In
the quite technical fields covered by the training, the reliability of oral translation is never
certain even if the best translation resources have been mobilized by the organizers. This
language barrier is not unique to Iraq. Generally there is greater knowledge transfer if the
medium of instruction is in the local language, Arabic in this case?’.

b) There was a large cultural and knowledge gap between the participants and the
presenters. Some of the pedagogical materials, albeit professionally excellent, were perhaps
too advanced given the limited academic background and international exposure of most of
the participants. Indeed, the presenters tried to adapt their presentations orally but when oral

% For example similar end of course assessment for training courses put on by the IMF Institute and financed
under the Iraq TA Subaccount participants typically rate courses at 4.8/4.9 on a scale of 5.

" For the training courses funded under the Iraq TA Subaccount and put on by the IMF Institute, all courses were
put on in Arabic and the training material was translated into Arabic.
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presentations do not follow slides, typically the translation becomes more difficult and it is not
clear how much knowledge was correctly communicated to the participants.

116.  Training is an investment in people and should be managed as such. The highest attention
should be given to the long-term effects of the resources invested i.e. with a good integration of
training to staff career development policies and decisions.

2. Desired vs. Actual Outputs

117.  In many respects, it is too early to make this assessment since, according to the general
experience with post-conflict countries it usually takes many years for measurable progress in
structural reforms to be evident. In Iraq, given the specific circumstances, the delay might be longer.

118.  For each cluster, the degree of FAD involvement evolved unevenly over the period.
Significant financial and human resources were deployed to address some issues that were directly
related to IMF’s operational activities in Iraq (i. e., COA, an area on which FAD took the lead, and
FMIS, an area on which FAD was in a more advisory position). Other areas were addressed more
broadly via seminars aimed at raising awareness and developing administrative and economical
skills.

119. Inthe PFM area, a comparison between the planned TA activities in the July 2003 and March
2005 reports and the actual achievements leads to the following conclusions:
a) most of the issues raised have been addressed via missions and/or seminars with the main,
with the exception of issues related to organization and management; to be efficient -- any
TA addressing this type of issue needs to have a presence on the ground and to observe
everyday activities in MOF;
b) every TA output corresponded to a previously planned activity; in other words, planning and
achievements were consistent.

120. In terms of achievements, one specific issue that merits consideration is whether FAD’s
involvement in the FMIS was a success or a failure. Building a good FMIS was a major goal in the
PFM area and, consequently, a lot of resources — funding, time, and energy — were devoted to it over
a period of more than four years by MOF, FAD and USAID/BearingPoint. However, today the results
would be rated as poor since the FMIS is not actually working and a new plan of action is being
developed. In terms of benefiting MOF, the combined efforts of the donor community to develop a
functioning FMIS has, up to now, been a failure. USAID was the lead donor in this area and FAD’s
advice and concerns about the risks associated with the proposed approach went unheeded.

121.  FAD constantly warned MOF, beginning at the inception of this work in mid-2003, about the
risks and likely difficulties associated with the USAID/BearingPoint choices and strategy. FAD’s main
concerns were that there was no prior needs assessment, whether the final choice was an off-the-
shelf or customized software, and insufficient consideration had been given to the legacy system. At
the end of 2007, the trial operation of the FMIS was terminated and BearingPoint was asked to stop
working on this issue. As a result, MOF remains committed to strengthening public financial
management and has requested IMF to provide TA to help it identify priorities in this area and to a
plan of action. It appears that FAD’s warnings and recommendations related to FMIS have proven to
be correct by events. However, heavy costs were incurred by the Government because FAD’s advice
was not followed in 2004/2005.

122.  Regarding FF, the final achievements of TA merits some comments. Oil accounts for 97% of
Irag’s exports and 98% of government domestic revenue. Because of the difficult security situation
and limited investment, production and export of crude oil have consistently been lower than
expected under the SBA-supported programs. However, Iraq has very large proven oil reserves and
has the potential to become the world's second largest oil producer. There are massive financial
flows associated with the development of the oil industry. Sharing of the oil revenues lies at the heart
of fiscal federalism in Iraq. However, it is a very contentious issue with differences between regions
(those with and without oil resources), the central and local governments and ethnic/religious divides.
In addition there is a debate over the role of foreign direct investment in the sector and how to treat
contracts that have already been signed. There are many political economy issues involved with the
sharing of oil revenues and fiscal federalism. A draft law- incorporating elements of the FAD
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seminars- was introduced in Parliament in 2007 but it has not yet been passed and it seems that the
Government did not follow FAD advice since this law does not address simultaneously oil issues and
fiscal federalism issues. While these are important issues that are directly related to the future of Iraq
and the role of the central government, there are uncertainties related to the ultimate impact and
effectiveness of FAD’s work in these areas: although FAD provided good advice in this area, the
Government did not follow all its advice and it is not clear when the legal framework will be
established or what the final shape will be. Thus, on this point, the present evaluation might be
considered as an interim assessment: the final assessment will only be clear after the necessary
legislation has been adopted by Parliament.

3. Effectiveness of the Offsite Delivery Mode

123.  For FAD, the offsite model comprised two types of actions: missions and workshops. A third
possibility was considered in 2005 -- appointing a permanent PFM expert offsite, based either in
Beirut, where METAC was established, or in Amman to allow for close coordination with the IMF
resident representative who could provide some support. However, this type of support was not
operationalized.

124. The offsite model for TA delivery was used pragmatically, given the difficult security
conditions?®. FAD had no precedent of using the offsite model on this magnitude in which Iraqi
officials consistently traveled to some other city in the region. The results achieved indicate that the
use of the offsite model was good solution in difficult circumstances. At the beginning of the period,
these modalities were considered by everyone as a “more than nothing” and provisional way of
delivering TA. Frequent references about a “back to normal” situation in the future appear in the files
and were made in the oral feedback received by the evaluation team.

125. There are some positive aspects to offsite delivery compared to the usual onsite modalities:
(i) it separated participants from the day to day work and routine constraints thus allowing them to
focus full time on the workshop/seminar and to develop broader views, perspectives and ideas for
improvements and reforms; and (ii) it provided opportunities for participants to meet with colleagues
from other departments and regions -- occasions for discussions, exchanges and coordination that
were not so frequent in Iraq, given the difficult security environment.

126.  Aspects related to the use of the offsite model need to be considered going forward:

a) Some oral feedback received by the evaluation team indicated that some Iraqi officials no
longer believe that much can be achieved in the current security condition. Since the
evaluation team did not talk to a large cross section of officials, this feedback must be treated
with caution as it is not clear how representative this feeling is. However, such weariness is
understandable. If confirmed, this needs to be recognized and integrated in the FAD TA
strategy and choice of delivery mode.

b) A clear message received from a senior MOF official was that FAD should consider the
option of gradually shift to onsite TA delivery. Until the travel ban is lifted, an interim response
to such a request could include: (i) closer coordination with bilateral donors that are funding
in-country consultants; and (ii) the use of an offsite fiscal adviser who could provide frequent
high level policy advice to senior MOF officials on a wide array of fiscal matters.

c) Most of the “policy advice” type TA that can easily be delivered offsite was provided during
these four last years. At this point what the fiscal system modernization program primarily
requires are the operational tools and better organization and procedures. Support for these

% For the fiscal area, this severe security environment was sadly illustrated by the assassination of some MOF
officials and the abduction of the BearingPoint consultant working on the FMIS.
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types of practical issues will become increasingly difficult to deliver efficiently and effectively
in the future using an offsite model. There will be an increasing need for an onsite presence.

127.  FAD successfully developed and used the offsite model. It was the right answer to meet the
needs during the evaluation period. However, there are limits to what can be achieved with this
model. Going forward different options may need to be considered, some of which will include a need
for greater coordination with other TA providers to MOF.

4, Significance of IMF’'s Contribution to Developing Core Economic Functions/ Institution
Building

128.  The main contributions of FAD TA to developing the core economic functions of Iraq, more
specifically to its fiscal system, have included the following:

a) a comprehensive analysis of the public financial management system and a set of desirable
reforms which was the basis of the fiscal reform program and the framework of the
subsequent TA provided by the donor community;

b) guidance on building a sound budget and accounting classification system which has been
adopted and is being implemented -- this is a key building block for fiscal policy formulation,
budget management and financial reporting;

c) providing guidance and advice on the FMIS, although FAD’s advice did not prevent the
choice of inappropriate solutions;

d) identification of options and alternatives regarding a future tax structure, although
implementation progress in this area has been limited; and,

e) advising senior decision makers and politicians on issues related to fiscal federalism and the
critical importance of revenue sharing arrangements concerning oil related public resources
between the state and the regions and providing analysis and references on possible options
in this sensitive field. While FAD TAs introduced international experience into the debate, the
political consensus has not yet emerged on how Iraq will address these issues. Thus the
impact of the FAD TAs in terms of shaping Government policies in these areas is not yet
clear.

129.  Evaluating effectiveness assesses whether TA outcomes were achieved and contributed to
the outputs and objectives underlying the TA. Overall, the FAD TAs are rated as effective (see Table
C5) but two clusters (FF and TP) are rated as partly effective

Table C5: Assessment of the Effectiveness of the Fiscal TAs

Rating®
Criteria Weight (%) PEM TP FF Score®?

49 28 23 100
1. Use of TA Outputs 30 3 2 2 2.5
2. Desired vs Actual Outputs 30 3 3 3 3.0
3. Effectiveness of Offsite Delivery Mode 10 3 3 3 3.0
4. Significance of Contribution to
Developing Core Economic Functions/ 30 3 2 2 25
Institution Building
Overall Effectiveness Rating/Score 100 30 24 24 27

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.

Highly Effective(Excellent) ? 3.5; 3.5 < Effective (Good) ? 2.5; 2.5 < Partly Effective (Modest) ? 1.5;
Not Effective (Poor) < 1.5

PEM = Public Expenditure Management TAs; TP = Tax Policy TAs; FF = Fiscal Federalism TAs
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G. Assessment of the Sustainability of the Fiscal TAs

130. Evaluating sustainability assesses the probability that human, institutional, and financial
resources are sufficient to sustain the output and outcome achieved. The assessment is given below.

1. Iraqi Context

131.  The security problems in Iraq are the major impediment to take into account when thinking
about developing a sound and efficient fiscal system. The impact of the security situation on the
sustainability of FAD TAs is clear since some MOF officials have been assassinated and a
BearingPoint contractor was abducted. While there were some signs of improvement in late 2007,
this evaluation is not designed to assess or forecast the security situation. Suffice to say, security
issues pose a potential threat to the sustainability of TA benefits.

132.  Iraq is in the early stages of a transition to democracy, a new type of political system that has
not been experienced in Irag’s long history. It takes time to build the institutions, legal regulatory
framework and the political parties and coalitions that are needed to make a democratic system work.
This is a particular challenge in Iraq given the regional and ethnic/religious divisions and the legacy of
the past regime. Although elections were successfully held, there are strains in the governing
coalition. MOF is more directly affected by political uncertainty than CBI which has a greater degree
of independence. The Minister of Finance is a key position that is of interest to many members of a
governing coalition in any country. Budgets and expenditures are more political in nature than
monetary policy. Also line ministries in Iraq are larger and more politically powerful than banks and
line ministers report to the Prime Minister and not to the Minister of Finance. Fiscal reforms and the
associated polices have a political dimension, particularly areas like fiscal federalism and sharing oil
revenues. The resulting policies are subject to long negotiations among coalition partners.
Experience in other countries indicates that policies and reforms can be reversed with changes in
governments, coalition partners or ministers of finance. All of these factors present risks for the
sustainability of TA benefits.

133.  Senior MOF officials wish to see a deeper and expanded provision of FAD TAs with a
gradual shift to onsite activities: although the evaluation team is doubtful about such a prospect in the
current circumstances, the request was expressed with such emphasis that it deserved a mention in
this report. Indeed, an improvement of the security situation would create many opportunities for FAD
to expand and deepen its activities and to help address new issues, for example the whole field of
operational, organizational and managerial reforms, and to use more traditional forms of TA delivery.
However, there is a potential risk that the security situation will not improve. Should this scenario
materialize, FAD might reconsider the following issues when re-focusing its TA strategy:
a) areas: offsite TA is more relevant in the field of “policy advice” than in the field of “operational
management”; and,
b) types of actions: provided they are well targeted, workshops on human resource
management, training and policy options are more relevant, at this stage, than analysis and
recommendation missions.

2. Continued IMF involvement

134. Based on the material reviewed by the evaluation team, some further FAD TAs are likely to
be organized including a mission on tax policy in early 2008 to address specific tax issues (with a
focus on sales tax) and a mission on FMIS to help resume the work on this important issue. No
training activities are currently planned. At this stage, likely FAD involvement will remain at the
2005/2007 level, which is significantly below the 2003/2004 level. It appears likely that FAD
involvement will plateau at this level or might decrease, unless the prevailing environment or current
strategy changes.
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135. There are also other factors, external to FAD, which may make it difficult to maintain the
existing level of TA activities: (i) the resources in the Irag TA Subaccount are fully committed and
there is no commitment to replenish it; and (ii) the Fund faces significant cutbacks in its own
resources. These resource questions are risks to the continued involvement of IMF at the same level
which may necessary to ensure that the benefits of FAD TAs are sustained.

3. MOF Ownership of the TA Outcomes

136.  All the TAs were formally “demand driven” and the TAs on COA and FMIS were elements of
conditionalities associated with the SBAs. FAD TAs were taken seriously by the Iraqi authorities.
However, there are factors that raise some questions about the Government ownership of the TA
outcomes and the likelihood that the TAs will result in sustainable benefits. Conversations between
the evaluation team and a senior MOF official left somewhat conflicting impressions in this area.
While expressing strong and repeated requests for further TAs in the fiscal, no precise response was
given when asked to enumerate the major achievements of FAD TAs, with the exception of those
related to the COA. Similarly, there was not a clear articulation of the main priorities for future FAD
TAs. Also, the lack of consistent participation at the staff level raises further questions about
Government ownership of the TA outcomes and the sustainability of benefits.

4, Participants Application of Knowledge Gained on the Job

137.  The positive assessment of the quality of the mission reports was given above. However, the
question of the actual use of these outputs by the participants is more difficult to evaluate. While the
reports were translated into Arabic by the Fund, the evaluation team has some concerns about
whether there was wide spread circulation and use of these reports across the Iraqi administration.
Given the legacy of centralization, the administrative culture of closely holding information and the
shortage of equipment (e.g., photocopiers; computers; access to the internet), it is likely that the
reports were read by only a narrow circle of officials rather than the wide dissemination these
documents deserved. The information collected during the evaluation suggests that this was the case
but the evidence is not conclusive because the evaluation team could not visit Baghdad. However,
the continuous involvement of one very senior and influential MOF official might offset, to some
extent, concerns about a wider dissemination of the reports if he used them in his decision making
and policy advice provided to the Minister of Finance.

138. Knowledge was acquired via seminars and workshops, by about 200 Iraqi officials mainly
from the MOF but also from other ministries (e.g., Oil, Planning) and institutions (Board of Audit).
Most of the attendees were from Baghdad but several officials from Kurdistan attended some
seminars. The events reached people far beyond the narrow budget or tax MOF directorates to
encompass larger circles of financial/economic institutions, including Parliament. Thus, the breadth of
the dissemination was satisfactory. However, it is difficult to evaluate the extent to which these
officials will stay in the civil service and use the knowledge gained through FAD TAs. The current staff
turnover is said to be limited but it is difficult to forecast the future trend since it depends, in part, on
political and security developments. The evaluation team is concerned about the implications of the
turnover in participants for the application of the knowledge gained on the job. The implication is that
for future workshops and training events, there should be a more rigorous selection of participants
that involves a closer assessment of their on the job responsibilities and career prospects to ensure
that the FAD TAs are investing their resources in the right people. This sort of screening is difficult to
do from Washington. Closer involvement with FAD staff and in-country consultants financed by other
donors might be one way to address this issue.

139. A further concern about the sustainability of outcomes is the limited evidence of clear
changes in MOF policies and procedures that can be plausibly considered as outcomes of the FAD
TAs. There is, however, one exception to this generalization. That is the adoption of the COA in 2007
that is something to which FAD TAs clearly contributed. Many of the other TAs transferred knowledge
but given the lack of clear outcomes, it is not clear at this stage whether there will be outcomes that
will prove to be sustainable.



-41-

140.  As a group fiscal TAs were rated as partly sustainable (see Table C6). However one cluster
(PFM), which accounted for about half of total expenditures, was rated as sustainable.

Table C6: Assessment of the Sustainability of the Fiscal TAs

Rating®
Criteria Weight (%) PFM TP FF Score®

49 28 23 100
1. Iragi Context 20 2 2 2 2.0
2. Continued IMF Involvement 30 3 3 2 2.8
3. MOF Ownership of TA Outputs 30 3 2 3 2.7
4. Participants Apply Knowledge 20 3 2 2 2.5
Overall Sustainability/Score 100 28 23 23 25

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1= Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.

Highly Sustainable (Excellent) = 3.5; 3.5 < Sustainable (Good) = 2.5;
2.5 < Partly Sustainable (Modest) = 1.5; Not Sustainable (Poor) < 1.5

PFM= Public Financial Management TAs; TP= Tax Policy TAs; FF= Fiscal Federalism TAs

H. Overall Rating of the Fiscal TAs

Overall, the FAD TAs were rated as successful (See Table C7). The portfolio was rated as relevant
and efficient, above the mid-point in the range. The ratings were lower for effectiveness and
sustainability since, given the difficult situation in Iraq and the presence of real improvements are not
obvious for all the clusters. PFM — the largest cluster of FAD TAs -- was the most successful and was
rated above the mid-point of the successful range. The FF cluster was also rated as successful, at
the mid-point in the range. The TP cluster, a more recent and modest TA cluster, was rated as partly
successful.

Table C7: Overall Assessment of the Fiscal TAs

Weight Rating®
Criteria (@) PFM TP FF Score”

49 28 23 100
Relevance 30 3.50 2.30 3.20 3.1
Efficiency 20 3.00 2.70 3.30 3.0
Effectiveness 30 3.00 2.40 240 2.7
Sustainability 20 2.80 2.30 2.30 2.5
Overall Rating/Score 100 31 24 2.8 2.8

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of FAD TA budget allocated to the TA cluster.

Highly Successful (Excellent) ? 3.5; 3.5 < Successful (Good) ? 2.5;
2.5 < Partly Successful (Modest) ? 1.5; Not Successful (Poor) < 1.5

PFM = Public Financial Management TAs; TP = Tax Policy TAs; FF = Fiscal Federalism TAs
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Annex D: Evaluation of Monetary and Banking TAs
A. Introduction and Summary of the Monetary and Banking TAs Provided

142. Key priorities set down in the July 2003 Framework for the Irag TA Subaccount for the
monetary and banking areas were the establishment of essential monetary and payments system
operations, including monetary policy and foreign exchange market operations, as well as assessing
the adequacy of financial sector institutions and laws. These TA components were seen as the
building blocks of a foundation for restoring basic financial intermediation as part of the broader
challenge of modernizing core economic institutions, including the CBI, and promoting reforms
needed to deliver a return to sustained growth.

143. From late 2003 onwards, the TA framework for utilizing Subaccount resources was
gradually rolled out and expanded to encompass a comprehensive range of “first generation”
financial sector reforms: (i) in September 2003 to address the near term priority of completing the
currency exchange; (ii) in December 2003 to assist the CBI in accounting matters; (iii) in January
2004 to provide advice for the governance, organization and management framework at the CBI; (iv)
in April 2004, to support the establishment of risk-based banking supervision capacity; (v) in
December 2004 -- linked to the establishment of the first Fund EPCA program for lIraq
(http://www.imf.org/external/pubs/ft/scr/2004/cr04325.pdf) -- to provide a general advisor on policy
and operational issues to the Governor of the CBI; and (vi) from around mid 2006, to target
assistance for the restructuring of state owned banks.

144. As shown in Table D1, as of December 2007, the budget for the approved MCM TAs
totaled $2.157 million, of which 70% has been spent. All of the allocated funds undisbursed were for
TAs approved in 2007 so the financial data indicates that implementation generally followed soon
after approval of the TA. That said, resources under the Subaccount were not expended at the pace
intended when the account was established. This was largely due to the disruption and delay caused
by unforeseen developments in Baghdad in the Summer of 2003 -- the tragic security incident that led
to the ban on IMF staff travel to Iraq and the introduction of the remote model for TA delivery-- as well
as the volatile and disruptive security conditions that persisted in subsequent years, especially during
2006.

Table D1: Distribution of Monetary and Finance TAs by Cluster

TA Cluster Bu((i(j:)et Expergg)itures %B?de;?attal
Bank Supervision and Restructuring 1,231,100 728,079 47.6
Advisor to Governor CBI 496,600 411,600 26.4
Payment System Reforms 161,636 161,636 10.5
Accounting, Org. and Mgt. at CBI 158,808 158,808 10.2
Monetary Ops./Instruments 105,777 87,963 5.1
Currency Exchange 3,125 3,125 0.2
Total 2,157,046 1,551,211 100.0
145. TAs for banking supervision and bank restructuring accounted for nearly half of the total

with supervision and related training accounting for the lion’s share (80%) of this cluster. This amount
was expended on seven workshops. Three of these were held in June 2004, July 2004 and January
2006, and together with an additional USAID sponsored workshop in April/May2005 with US Federal
Reserve and Fund participation, provided structured and comprehensive basic training for a core
cadre of some 30 banking supervision staff (pre-selected on the basis of written examination by
USAID/BearingPoint consultants). In a second more hands-on phase of training, three workshops in
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November 2006 and March and July 2007, were dedicated to analyzing case studies directly related
to the work of CBI supervision staff involved in offsite and onsite supervision. The seventh and most
recent workshop, in December 2007, brought together the key parties involved in the implementation
of an agreed MOU on the restructuring of state-owned banks, including senior officials of the CBlI, the
Ministry of Finance and the Supreme Audit Authority; their task was to agree on near term priorities
for the restructuring plan.

146. Over a quarter of the MCM Subaccount expenditure financed the varied activities of an
offsite general advisor to the Governor of the CBI who provided expert advice on a broad range of
policy and operational matters relating to: (i) general macroeconomic and specific monetary policy
issues; (ii) renegotiating external debt (official and private); (iii) facilitating the negotiation of the SBAs
for Iraq since October 2005 as well as periodic program reviews; and (iv) liaising on capacity building
with TA donors as well as the IMF TA departments, particularly MCM, which backstops the expert’s
activities.

147. TA on payment system development accounted for 10.5% of Subaccount expenditures to
date and underpinned a symposium (attended by 12 officials from the CBI and other relevant Iraqi
institutions) and two workshops (each attended by 17 CBI staff) organized by the Fund in
coordination with World Bank. The payments symposium in July 2004 agreed a plan for a
comprehensive development of payment systems in Iraq. As decisions on the introduction of an
automated clearing house (ACH) system for retail payments and a real time gross settlement (RTGS)
system for wholesale (high value) payments had been largely taken in consultation with US donor
agencies (US Treasury and US Defense Department) and a provider of the infrastructure (Montran)
had been selected, the focus of the first workshop in March 2005 was on the CBI’s role and internal
institutional arrangements for payments policy implementation and oversight, including the
development of a legal framework with help from the Fund’s legal department (LEG). Agreement was
reached with the US Treasury and Montran that IMF/MCM would take a leadership role in
coordinating work on the payment systems going forward and review the technical and business
specifications of the infrastructure from Montran.

148. The second workshop on payments, six months after the first, reviewed developments,
agreed the legal framework and draft rule books for ACH and RTGS as well as a standard format for
checks and the check clearing process (initially the ACH process was confined to credit and debit
cards but provision had to be made for check payments). Electronic custodial and payment
arrangements, linked to RGTS, for the trading of government bonds were also discussed as a
planned future add-on project by the supplier. Participants from the CBI prepared and discussed a
report on the outcome of the workshop.

149. TA on CBI accounting and organization and management cluster provided two workshops
on accounting and one on governance, organization and management at the CBI and accounted for
10.2% of Subaccount outlay. The first accounting workshop in December 2003 provided training and
advice on best accounting practice for the various types of financial transactions and operation
undertaken in a central bank as well as on international financial reporting standards (IFRS) for
published annual financial accounts. A total of 15 CBI staff working in accounting and financial control
areas of the CBI attended as well as DFID and USAID accounting advisors working in Baghdad. The
second workshop in November 2007 (almost four years later) was attended by 16 CBI staff and the
METAC regional advisor on accounting and its purpose was to review progress since the last
workshop and provide advice and assistance to support ongoing work of Ernst and Young to bring
the audit of the CBI annual financial accounts up to IFRS, as well as and implementation of Fund staff
(FIN) recommendations on the Interim Safeguards study (both structural measures under the SBA).

150. The workshop on governance, organization and management in February 2004, attended
by 8 CBI officials and representatives of the Bank of England and the CPA covered central bank
independence and accountability, options for central bank reorganization and related human
resource management. The workshop assisted senior management of the CBI with the development
of a strategy to discharge its new functions under the proposed new central bank and financial
institutions legislation about to be enacted. A planning exercise at the end of the workshop revealed
the need for sustained TA for the CBI reorganization project.
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151. TA delivered in monetary operations under the Subaccount comprised two workshops to
follow up on earlier Fund staff work in coordination with other donors in the field and provided advice
and assistance in developing a basic monetary management framework and instruments and
accounted for just over 5% of Subaccount expenditure. The first workshop in 2004 assisted eight CBI
and Ministry of Finance officials to develop a program and capacity to sell government securities to
the market by auction, building on earlier work on foreign exchange auctions in order to improve the
monetary management framework. The second workshop in 2006, attended by eighteen officials as
well as US Treasury experts and the payment systems infrastructure provider (Montran), took place
after the introduction of a modern real time gross settlement system for payments. The focus was on
measures to enhance monetary operations including improvements to liquidity forecasting and a
review of best practices in restructuring government (Ministry of Finance) debt to the CBI.

152. TA on currency exchange accounted for a minor portion of the total expenditure under the
sub account (0.4%) and provided continuity to earlier extensive work by Fund staff (MCM and LEG) in
coordination with other agencies including the US Treasury and the CPA in what was generally
regarded as a well planned and successfully executed replacement of existing currency with a new
Iraqi dinar note issue in the Fall of 2003. This Subaccount financed assistance was delivered offsite
by an international expert who had experience on currency issue and exchange in post conflict
countries. Assistance was provided on logistics and transportation, control and auditing, invalidation
and destruction of old notes, communications, human resources and training.

B. Assessment of the Strategy for Monetary and Banking TAs

153. By and large, the strategy for TA on monetary and banking issues evolved
pragmatically from the priorities established in the initial comprehensive diagnostic work carried out
by the Fund and other developing partners. Indeed, Fund staff work on Iraq was under way before
the Subaccount was activated and the initial TA priorities were established following an intensive
series of fact finding missions by MCM staff throughout June and the early part of July, and MCM
participation in a Fund-wide assessment including the June 2003 mission to Baghdad which was led
by MCD and included discussions with the CBI.

154. Diagnostic work carried out by the World Bank, in coordination with other international
institutions and TA providers confirmed, inter alia, the priority needs in monetary and banking areas
listed in paragraph 1. From early July 2003, work by MCM and LEG staff in Headquarters and in the
field was addressing key elements of the strategy -- planning currency exchange, payment systems
reforms and priority financial sector legislation, in coordination with the CPA and the US Treasury.
Intensive assistance was provided for the latter by LEG and MCM staff, but was not financed under
the TA Subaccount. Fund staff delivered substantial inputs for the drafting of the new central bank
and financial institutions laws. At the Madrid Donors Conference for Iraq in October 2003, the
evolving strategy was discussed and agreed with the Governor of the CBI and activities under the
Subaccount got under way. Therefore, there is ample evidence that adequate diagnostics
underpinned the strategy.

155. To ensure its ongoing relevance and focus, the strategy for MCM TA (as with

TA from FAD and STA) has been reviewed in the context of the periodic reports to donors by

OTM and, since the establishment of a Fund economic program for Iraq in 2004 (the

EPCA (http://www.imf.org/external/pubs/ft/scr/2004/cr04325.pdf) and the successor SBAs

of 2005 (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and 2007
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf)), is also subject to periodic review by MCD.
This is to ensure consistency with the objectives and targets of the Government of Iraq’s economic
reform embedded in the Fund program and as further articulated in the Iraqi authorities’ letters of
intent. These stocktaking exercises have not resulted in any major change in the content of the
strategy but the periodic review of financial sector TA by MCD has helped to ensure good
sequencing and prioritization of key financial reforms -- such as maintaining emphasis on
improving monetary and foreign exchange operations, payments systems reform to underpin market
activity, governance and transparency at the CBI and early attention to the restructuring of state-
owned banks -- all of which support the objective of macroeconomic stability.
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156. Many examples from around the World demonstrate that financial sector reforms will fail if
not rooted in, and supported by, sound macroeconomic fundamentals. Good sequencing and
prioritization has also facilitated better donor input and coordination, especially after the TA
Subaccount became operational, and the monitoring of TA implementation. Furthermore, the close
linkage of the activities planned in the Subaccount, the TAs actually delivered and the objectives and
conditionality of the SBAs, confirm that the strategy was realistic and consistently implemented.

157. It is also noteworthy that the strategy mirrors the Fund’'s extensive experience in post-
conflict and transition countries on financial sector reforms. Table D2, column 1 summarizes the
lessons learned from MCM'’s experience in post conflict countries and the notes in column 2 the
degree of consistency in applying the lesson to the situation of Iraq. This provides evidence of
learning in the formulation and modification of the strategy.

Table D2: Lessons From Post-Conflict Countries

Lessons From Post Conflict

# Countries® Irag MCM Strategy
Substantial TA needed because of Applicable to Iraq at the outset of the Fund’s involvement
weak basic monetary and financial in 2003.

services (e.g., for payments, budget
execution and financial
intermediation). Services severely
impeded by emergency conditions,
physical destruction, security
challenges, disrupted central
administrative functions, a
nonexistent legal/regulatory
framework, economic instability, and
often corruption and theft.

Severe challenges for TA delivery: Security issues following the tragic incident at the UN
security issues delay/preclude the on- | office in Baghdad leading to a ban on Fund staff travel
site delivery; damaged buildings, resulted in all subsequent Fund TA having to be
infrastructure and communication; delivered via the remote model in locations in adjoining
impact of conflict on government countries, principally Amman, Jordan.

employees; and ambiguity of the legal
status of the government’

Choice of a currency and exchange This was the case in Irag. A successful currency
rate regime is one of the first exchange and new exchange regime was one of the first
decisions to be made. Options: priorities.
National banknotes from existing
stocks; banknotes of another country;
multiple currencies.

2 IMF MFD Technical Assistance to Recent Post-Conflict Countries. 14 December 2004
(http://www.imf.org/external/np/fad/2005/022505.htm).




- 46 -

Restoring payment services: Initially,
an emergency payment system may
be required. New legislation may be
needed. Eventually payment reforms
should aim to have transactions
carried out by banks.

Applicable in Iraq. TA addressed the payment system.

Restoring basic central bank services:
In the absence of a central bank, key
tasks can be organized in a Central
Payments Office. The central bank
can help make public sector
transactions and payments. The
central bank and the Ministry of
Finance agree on what services it
provides and the charges.

Introducing modern payment systems —both retail (ACH)
and real time wholesale (RTGS) was one of the earlier
priorities. Shortcomings in the strategy were not to roll
out new systems to the private banks and include check
payments at the outset. These are being redressed.

Approaches are generally required for
monetary policy. Initially a foreign
exchange auction is usually the main
instrument and the strongest policy
transmission is through the exchange
rate. Changes in reserve
requirements and lending facilities
can help manage the impact of
unexpected fluctuations in base
money. Establish a short-term
information system for monetary
management and a formal foreign
exchange market.

Applicable in the case of Irag. Reviews of the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf
) state that the foreign exchange rate is the main
monetary policy instrument. Foreign exchange auction
was the first monetary instrument introduced, then
auction of treasury bills, changes in reserve requirements
and lending facilities -all to improve monetary
management, accompanied by a short-term information
system.

Assess commercial banks and
establish a market-based and
properly supervised banking system.
Modernize the banking law,
strengthen the bank supervisory
authority. The central bank has the
power issue bank licenses.

These activities are key components of the ongoing
MCM TA program and the SBA.

Security and suitable premises are
prerequisites for effective TA delivery.

Security concerns require IMF TA be delivered via off-
side modality.

The impracticality of long-term
planning means that judgment and
flexibility are especially important.
Often the second and third best
solutions must be chosen in the
context of shifting and country-
specific circumstances.

Applicable in the case of Irag. The off-site delivery of TA
is a second best solution but no efforts were spared to
adapt and try to make it work.

Sequence key policy decisions.
Reform of currency comes first,
followed by set up of the payment
system, the restoration of basic

Applicable in the case of Irag. The MCM TA program
essentially followed this sequencing.
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central bank services, improved
monetary operations, reforms in bank
supervision and bank restructuring.

Lessons regarding coordination and Coordination with other donors was good. Placement of
expatriate advisers include: Avoid IMF experts in Iraq was not possible because of security
providing conflicting advice by full risks but an off-site advisor to the Governor was in place.
cooperation among donors and
between them and the local entities.
Expatriate advisers must be flexible
and willing to train local staff to take
over.

158. References to the literature® on optimal sequencing and prioritization of financial sector
reforms indicates that the strategy in Iraq is well designed, focusing on a comprehensive range of first
generation reforms that aim to improve stability and confidence in payments and banking
arrangements. These included: (i) putting in place reliable payment systems and modern financial
sector legislation (CBI and Banking Laws); (ii) enhancing risk-based supervision and restructuring of
banks; (iii) strengthening CBI liquidity management and monetary policy; and (iv) starting the
development of money, treasury bills and foreign exchange markets. This approach has also helped
to ensure that the TA clusters delivered were mutually consistent, technically sound and
reinforced each other.

159. One factor that was underestimated in the original strategy was the slower than expected
pace of implementation of the TA. At the outset, the program was expected to disburse within about
two years but now it looks like it will take more than twice that time. This was due to the largely
unanticipated serious deterioration in security conditions and the difficulties that this created for
delivery and timeliness of the TA program. Another unanticipated factor was the extent that political
developments, exacerbated by security conditions, would negatively impact both the quality and the
absorptive capacity of the Iragi counterparts. The longer than expected time required to achieve
development results is a lesson that the Fund has learned from operating in many post conflict
countries.

160. Based on the criteria discussed above, the evaluation has concluded that the strategy

for MCM TA on monetary and banking issues was sound and well prepared and was a robust
and effective mechanism to set priorities and allocate resources in a challenging environment.

C. Assessment of the Relevance of the Monetary and Banking TAs

161. In the following sections a quantitative assessment, incorporating ratings and covering the
topics of relevance, effectiveness, efficiency and sustainability, is made for the various clusters of
MCM TA set out in Table D.1. Criteria considered to be most relevant to benchmark each topic in the
assessment have been selected.

162. The assessment of the relevance of the five clusters of TA is summarized below.

1. Quality of Diagnostic Assessment

%0 Sequencing Financial Sector Reform: Country Experiences and Issues. IMF publication; Editors, Johnston and
Sundararajan
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163. The monetary and banking arrangements in Iraq at the time that diagnostic work was
undertaken were dysfunctional and a reflection of the previous regime and mirrored the parlous state
and disarray of the post war economy. As indicated in the introduction to this annex the diagnostic
work on the financial sector was extensive and carried out by many players in addition to the Fund
including the World Bank, the donor agencies of the countries involved in the CPA, particularly the
United States and the United Kingdom.

164. While there were some differences of opinion31 in relation to the tactical approach to
rebuilding the banking and payment systems (these differences have since been resolved), there was
consensus on the key priorities of re-establishing essential monetary and payments arrangements,
including a currency exchange, monetary policy and foreign exchange market as well as putting in
place a sound legal framework, reflecting good international practices, for the central bank and the
financial system. At the outset, TA needs were assessed based on a sound diagnosis of problems
related to monetary and banking issues in a macroeconomic context. Subsequent progress in
arresting inflation and addressing price stability has shown this approach to be sound.

165. The diagnostic assessment for the banking supervision and restructuring cluster was
particularly thorough, both at the inception of the program (a sound training strategy was developed
at a symposium in Cairo) and at key stages during delivery of the seven workshops linked to the
Subaccount framework (the focus moved from classic training to more on-the-job training in onsite
and offsite practical supervision problems and then in late 2006 to focus on restructuring of state
owned banks).

166. On payment systems development, the diagnostics -- especially after the strategy was
agreed at the Fund/World Bank symposium in July 2004 -- could have laid more emphasis on
assessment of the business plan to be developed by the infrastructure provider to ensure that there
was provision for checks as a means of payment and that the new systems would be rolled out to
private banks as well as the state-owned banks. These shortcomings related most likely to a lack of
coordination in the early stage of reform efforts when the CPA was operating to very tight deadlines
and these deficiencies—essentially rooted in the ideology underpinning the strategy -- were corrected
in 2005.

2. Consistency with IMF Activities in Iraq

167. An examination of reports of the five reviews of the Fund program for Iraq since 2005, the
report of the 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and discussions
with MCD staff attest to the consistency between the design and implementation of financial sector
structural reforms in the EPCA and SBAs -- aimed at strengthening economic management -- and the
TA provided by MCM, especially those clusters focused on (i) improving the monetary operations
framework; (ii) providing hands on advice to the Governor on a broad range of reforms; (iii) carrying
out the groundwork to establish risk-based supervision of financial institutions and the restructuring of
the state-owned banks; (iv) providing a sound legal basis for the CBI to pursue monetary and
financial stability goals; and (v) improving payment systems and accountability and governance at the
CBI.

168. Many clusters and the timing of their TA inputs are directly linked and coordinated with the
mainstream program and surveillance work of the IMF. This is evident, in most cases, from the timing
and calibration of various TAs, which were carefully sequenced to support MCD’s initial country
strategy and, later on, prior actions and program priorities as they evolved. Examples are (i) monetary
instruments and support for basic payments reform to help attain a measure of price stability; (ii) work

¥ An initial view of the CPA was that the banking system should be rebuilt from scratch and that electronic
payment systems infrastructure should only provide for credit and debit card payments. Later, with input from
MCM staff, decisions were made to restructure the major state owned banks (to preserve franchise value) and to
make provision for checks in the ACH.
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on financial sector Iegislation32 as part of the foundation for monetary policy and banking governance;
(iii) accounting and organization structure at the CBIl aimed at furthering compliance with international
financial reporting standards for 3publlshed accounts and the implementation of the findings of the
Fund’s Safeguards assessment™; and (iv) more recently, the focus on moving forward with bank
restructuring which has enhanced program conditionality and paves the way for much needed
strengthening of banking intermediation.

169. TA Outcomes have been disseminated in staff reports on Iraq relating to approval of Fund-
supported programs (EPCA and SBAs) over the past three years and the five periodic reviews of
these programs, as well as regular Article IV Consultations. The programs specify the agreed upon
policy and structural reforms (including Fund supporting TA), clearly set out in the accompanying
letters of intent from the Iraqi authorities. On the occasion of program reviews and program approvals
by the Board of the IMF, progress in monetary and banking reforms and compliance (or non-
compliance) with prior actions and structural conditionalities are reported. These and the directors’
discussions and decisions are also disseminated. The strong relationship between the MCM TAs and
SBA conditionalities is illustrated in Annex F.

3. Consistency with CBI Priorities

170. There has been close and ongoing contact with senior officials of the CBI, especially the
Governor. This has taken place on the occasion of the Spring and Annual Meetings, at workshops in
the region, and often by phone and email on the broad strategy and components of TA program.
Indeed the basic plan for TA in monetary and banking areas was developed, in agreement with the
governor, on the margins of the first donors meeting on Iraq in Madrid, October 2003, and reflects his
views including in areas such as central bank accounting and organization and management. He has
been closely involved in any changes to the plan since then.

171. The General Advisor to the Governor has been instrumental in helping to both clarify CBI
priorities and ensure they are reflected in the TA framework and followed through. This advisor also
plays a crucial role in assisting the governor in a broad range of activities including debt restructuring
and SBA program negotiations. The CBI website provides further evidence of the linkage of TAs with
the CBI priorities in that the results of foreign exchange and government securities auctions are
published regularly as are the financial accounts of the CBI--albeit not yet in full compliance with the
CBI objective of IFRS—and the new central banking and commercial banking laws and regulations.

172. By and large the TA program as implemented is consistent with the CBI priorities, most of
which, in turn, find expression in the Fund program. However, the resource committed to TAs in
accounting -- and indeed in the organization and management part of this cluster as well -- may not
be adequate to sustain reforms in these key areas of governance.

173. Feedback to the evaluation team from senior CBI officials, including the Governor,
acknowledged the importance of the support that TAs provided to modernize the functions and
operations of the CBI and to help address its core responsibilities of price stability and promoting

%2 From July 2003 onwards, LEG, in cooperation with MCM, provided intensive assistance, both in the field and
subsequently at HQ, to the Iraqi authorities in drafting the new CBI and Banking Laws as well as legal provisions
to give effect to the currency exchange and the new dinar (See TA Report of January 2004 on joint mission of
MCM/LEG to Baghdad). More recently, the need for further revisions has been identified in the light of
implementation problems, including conflict with the new Iraq Constitution on CBI autonomy, some concerns
about the legal status of regulations issues by the CBI and governance-related aspects of the composition of the
Board of the CBI; these will be addressed In the near future. While not part of the Sub account TA activities being
evaluated, the TA from LEG, delivered in coordination with MCM, has made a significant contribution to
establishing a modern legal framework to underpin central and commercial banking and payment systems
activities.

% Conditionality to strengthen financial accounting at the CBI was in the Fund program from an early stage, as
well as in MCD’s TA strategy, but the consistency and timing of accounting TAs, in particular the second
accounting workshop in November 2007, almost four years after the first one, does not reflect that priority.
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sound banking. A questionnaire providing feedback response from the CBI payment system area
highlighted the need for more hand-on help with practical implementation issues going forward and
noted in this context that workshops to date were “general and limited”.
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4. Coordination with Other Development Partners

174. Activities in all clusters and indeed in the development and fine tuning of the strategy and
priorities for TAs attest to good coordination with other donors. Examples are: (i) the currency
exchange where there was close coordination with the CPA, US Treasury, US Department of
Defense and DFID in this very successful exercise; and (ii) banking supervision and restructuring
where coordination with the US Federal Reserve, the US Treasury, USAID/BearingPoint and the
World Bank was exemplary both in formulating and implementing the TAs. Coordination was most
successful in this cluster because: (i) it was made operational at an early stage with the US Federal
Reserve, the US Treasury, and later World Bank participation; and (ii) USAID funded consultants
were invited to attend three of the four training workshops on banking supervision training. This is
good practice as it avoided duplication and conflicting advice and established a network through
which donor agencies with in-country advisers could work with the CBI officials to help implement the
work programs that were agreed on at the end of each workshop.

175. The above coordination mechanism was largely an outgrowth of a biweekly conference
call, established at an early stage in the collaborative effort on Iraq -- this came to be known as the
monetary call -- hosted by a US Treasury official who linked MCD and MCM staff with US and other
donors including their experts in the Green Zone in Baghdad. It still provides a valuable forum for
discussion and exchange of information on monetary, banking and payment system matters as well
as progress with the Fund program, particularly in the monetary policy implementation area and
related structural SBA conditionalities, and underpins coordination between donors.

176. While coordination on payments systems reforms was good, in retrospect it could have
been better. Commendably, USAID and the provider of the infrastructure (Montran) were invited to
the two payment system workshops. However, at the second workshop it emerged that the business
plan for the automated clearing house did not provide for the clearing of check payments but only
credit and debit cards. As checks were the most common means of payment, an add-on project had
to be devised to accommodate checks. Likewise the rollout of the electronic payments system to the
private banks was not factored in at the early stages and this shortcoming had to be addressed later.
Had the seminars been held at an earlier date this mistake might have been avoided and better
coordination ensured. Coordination for the second accounting workshop reflected some
shortcomings in that the abilities of participants from the CBI did not match the proposed subject
matter; apparently the lack of coordination was on the CBI side as it had been consulted by MCM
staff on the agenda for the workshop. Furthermore the USAID advisor on accounting based in
Baghdad did not participate. Donor coordination needs the agreement of all parties involved and
when this coordination is not as effective as it could be projects suffer and ,in accordance with the
methodology for the evaluation, must be rated accordingly, even though the shortcomings may be
due to external factors and not directly attributable to IMF staff or experts.

177. The relevance ratings of the monetary and banking TAs are given in Table D3. Based on
the foregoing analysis of the criteria, TAs in banking supervision and restructuring are scored as
highly relevant and the rest of the TAs are scored as relevant, except for payment systems and
accounting and organization and management which are partly relevant. The combined TAs are
scored as relevant, both at the time that they were approved and at the time of evaluation.



-52-

Table D3: Relevancy Assessment of Monetary and Banking TAs

Weidht Rating®
Criteria (eo'/?) BS/BR ADV PS MOP | AC/OM Score®
48 26 11 10 5 100
1. Quality of Diagnostics 20 3 3 2 3 3 2.9
2. Consistency with IMF Activities 30 4 3 3 3 2 34
3. Consistency with CBI Priorities 30 4 4 2 3 2 3.6
4. Coordination with Development Partners 20 4 3 2 3 2 33
Overall Relevance Rating/Score 100 3.8 3.3 2.3 3.0 2.2 3.3
al = Rating: 4 = Excellent; 3 = Good; 3 = Modest; 1 = Poor
b/ = Weight by % of TA Budget Allocated to TA group, excluding the Currency Exchange Experts
Highly Relevant (Excellent) 2 3.5; 3.5 < Relevant (Good) 2 2.5; 2.5 < Partly Relevant (Modest)z 1.5;
Not Relevant (Poor) < 1.5
BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;
ACC/OM = Accounting and Organization and Management TAs
D. Assessment of the Efficiency of Monetary and Banking TAs
178. The evaluation of the efficiency of MCM’s TAs is given in the following sections.
1. Process/Implementation Efficiency

179. The objectives of the IMF monetary TAs are to help rebuild the CBI's capacity and its ability
to formulate and implement sound policies in a very challenging environment. To meet this objective,
MCM has delivered workshops and expert assistance through the offsite modality to: (i) support a
successful currency exchange; (ii) oversee the payment systems; (iii) conduct monetary policy; (iv)
strengthen banking supervision; and (v) support the restructuring of state-owned banks. Most MCM
TA outputs have helped MCD frame meaningful conditionality and supported implementation (see the
effectiveness assessment below). More generally, there have been improvements in the conduct of
monetary policy and in the financial infrastructure — not major improvements but as good as could be
expected.

180. A general overview inspection of agenda and materials prepared for all workshops and
training seminars, supplemented with a closer look at the ones dealing with banking supervision and
payments system and accounting, indicate that solid efforts were made to prepare relevant training
materials and translate these into Arabic, to liaise with the CBI on the content of workshops to ensure
relevance and to encourage the CBI to send the best qualified people with the right skills set. This did
not always work and the second accounting workshop was a case in point. However, when it was
clear that the level of participants did not match the work shop agenda, the coordinators were able to
change presentations to match the skills set of participants. There were other occasions when
coordinators had to make mid course adjustments as a result of postponement of activities or delay in
start up of workshop due to late arrival of participants.

181. The workshop rather than training course or seminar format was chosen in most cases to
encourage dialogue and participation of participants, to get structured feedback -- and in some cases
presentations -- and to seek to establish work programs for participants at wind-up sessions.
Diversity in coordinators’ presentations was facilitated by participation of experts from collaborating
donors, including from the region in some cases. Two members of the evaluation team had the
opportunity to observe the discussions on the final day of the December 2007 workshop on bank
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restructuring and to get feedback individually from a diverse group of senior level Iragi officials* who
participated. This was a good practice model for effective technical assistance delivery: (i) in that all
the relevant players were present (including World Bank, and US Treasury representatives/banking
experts based in Baghdad and several Iragi organizations involved in bank restructuring); and (ii)
because of security conditions in Baghdad, it is difficult and dangerous for senior government officials
to meet. The agenda was focused and the discussions were results oriented and directly linked to an
important goal in program conditionality in the form of a prior action -- getting agreement to
appointment of an international firm of accounts to undertake the financial and operational audits of
the two state-owned banks -- for the successor SBA approved by the IMF Board on December19,
2007.

182. While the process and implementation efficiency of MCM TAs delivered under the
Subaccount was generally of a high standard when measured in terms of relevance and
effectiveness, the process of gathering information to support this conclusion relied mainly on
interviews with MCM staff and representatives of other development partners involved in delivering
the TAs, back to office reports, MCD staff reports, BTO reports and feedback from the authorities.
The TAIMS electronic information base in MCM, though designed to facilitate evaluation of TA
activities, has many shortcomings in this respect. In many cases, project proposals contain the
minimum amount of information necessary to get approval of Subaccount financing and log
frameworks in project proposals did not give adequate information on objectives, expected outcomes
and monitoring indicators; expert terms of reference and periodic reports, BTOs and TA reports were
not accessible on TAIMS and in some cases difficult to locate elsewhere. In general, the information
systems in MCM have shortcomings not just for external evaluation but to support an adequate audit
trail of the substance of TA activities for internal monitoring and quality control as well as external
scrutiny- e.g. by donors. These are issues that warrant remedial attention if the intention is to have a
Fund wide uniform electronic information system to facilitate monitoring and evaluation of TA
activities. On the other hand, terms of reference for TA experts such as the general advisor to the
governor were comprehensive and focused and expert reports and staffs back to office reports were,
in most cases, clear on the TA delivered, the context and future plans. However, expert reports
(including from the general advisor) and staff BTOs were not always circulated to other relevant
departments in the Fund especially MCD.

2. Consistency of Engagement

183. Consistent engagement, vital to develop institutional capacity and to ensure that what is
learned is applied, was more in evidence in TAs on bank supervision and restructuring, general
advisor to the governor, and monetary operations than in other TAs, especially accounting,
organization and management. Nevertheless, BTOs for all activities indicate that where follow-up TAs
occurred, progress from earlier TAs was assessed and incrementally built on to establish a new work
program going forward.

184. Consistent involvement of personnel from both the IMF/donors and CBI helps to improve
efficiency since it avoids the need for new staff to come up to speed establishes trust and makes it
easier for one workshop to build on the progress made in earlier ones. Consistent engagement and
involvement among all participants was particularly the case in bank supervision and restructuring
workshops. The same coordinator from IMF was involved in all seven workshops. Likewise, there
was continuity of support from the US Federal Reserve, the US Treasury and USAID presenters and
a high level of continuity and commitment was observed for CBI participants. The same, by and large,
was true for workshops in monetary operations. There were some issues on consistent engagement
related to the payment systems TAs. There was a high turnover of the CBI staff dealing with the
payment system. MCM advised the Governor on several occasions of the need to establish an
independent payment systems department with dedicated staff. However, payment systems work is
undertaken by staff in the accounting department. Since 2006, there has been a lack of continuity
regarding the staff attending the workshops. Further, for the payment systems TAs there were some

3 At the workshop the evaluation team also met with experts financed by other donors, including some who were
stationed in the Green Zone, World Bank staff and concerned IMF staff.
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issues related to the consistent engagement and contact with other donors. This did not appear to be
effective until the first payments workshop in March 2005, when some shortcomings in the business
specifications for the infrastructure—Ilack of provision for checks and restricted rollout of new systems
to banks — were noticed and had to be redressed. On the organization and management TA to the
CBI, there was no follow-up to the first workshop despite the fact, mentioned in the BTO report, that
there was a need for sustained TA to support the modernization of the CBI's organization and
management functions. It would appear that other development partners, including DFID and
USAID/BearingPoint, provided some ongoing assistance in this area but there is no evidence of
coordination between IMF and other donors.

185. In the second accounting workshop, some shortcomings on consistency of engagement on
the CBI side were observed. The workshop coordinators were pleased with the skills set of CBI
participants in the first accounting workshop in December 2003 and their capacity both to absorb
materials presented and meaningfully participate in discussions. In contrast, despite good preparation
good preparation by MCM staff in contact with the METAC based accounting advisor and the
Baghdad-based USAID funded accounting expert and having shared the agenda for the second
workshop in November 2007, with the CBI — to include issues arising from ongoing work of Ernst and
Young on annual financial audits of the CBI accounts and implementation aspects of Fund staff (FIN)
recommendations on Safeguards audit (both structural measures under the SBA) -- the abilities of
the 16 CBI attendees did not match the proposed subject matter. The level and content of course
material had to be retailored, at the last minute, to address more basic accounting materials. The
lesson is that the selection of participants should be based on those whose work is directly related to
the subject matter to be covered by the workshop so that CBI can reap the maximum benefit from the
TA.

3. Efficient Use of Resources

186. The total cost to the Subaccount of the MCM TAs delivered was $1,551,000 (see Table
D1). Of this amount, approximately $700,000 (45%) was the incremental costs associated with the
offsite delivery, reflecting the cost of travel, accommodation and per diems of CBI staff*®. The
average cost per CBI staff attending the workshops was about ($2,800) and the cost per day was
($460)36. These costs would not have been incurred if it were possible to deliver the TA in Iraq, as
would be the normal practice in other countries that receive TA from the IMF. However, given the
security conditions in Iraq, the offsite model does not necessarily represent an inefficient use of
funds. In that scenario the proper cost comparison would be the cost of delivering the services onsite
in Iraq, if security conditions permitted, as in other post conflict countries. Based on experience in
post conflict countries where the travel of Fund staff and experts has not been restricted, it would not
be unusual for MCM to station up to three resident experts at the central bank and to conduct at least
quarterly TA multi-topic missions of 3 to 4 staff/short-term experts. Non Fund staff costs in this
scenario, the correct basis for comparison in the case of Subaccount TAs, would likely be
considerably higher. On an annual basis, the cost alone of placing three resident experts would be at
least $750,000 per annum. Such a comparison, however, would need to assess the comparative
cost/benefit in terms of progress with core reforms at the central bank.

187. Perhaps a more relevant basis for comparison, though not a realistic one given the Fund’s
current ban on staff travel to lraq, would be to compare actual offsite modality costs with the
hypothetical costs of delivering similar TA in Iraq. Anecdotal evidence, in part based on World Bank
and other donors (US and UK) experience in assigning resident experts in Iraq under current
security conditions indicates that: (i) cost per individual trip outside of the Green Zone is about
$15,000; (ii) the effective working day for meetings with Iragi counterparts is restricted to a few hours;
(iii) it is extremely difficult to plan meetings with Iraqgi counterparts not to mention arranging a
meaningful workshop on the lines of those conducted in Amman; and (iv) it costs an estimated

* The cost of experts would, however, be the same in both the onsite and offsite delivery models.

% These estimates, as well as those presented in Annex E, are approximate and include an undetermined error
of estimate. IMF’s information systems are such that it is difficult to extract precise estimates of such parameters.



-55-

$750,000 per annum to base one expert in Baghdad. A back of the envelope cost/benefit analysis
would at least suggest that expenditures on the offsite model are unlikely to compare unfavorably
with use of the green zone as a location for delivering the TAs. Additionally, experience with the
workshop format indicates that, for many TAs, a well prepared off-site workshop can achieve good
results in terms of passing on knowledge and advice and in training staff by ensuring a structured
format for exchange of views.

4, Timeliness

188. The volatile security conditions and the consequent need to plan for delivery of TA on the
offsite model delayed execution of the overall program under the Subaccount. The same can
probably be said for the negotiation, in the early stages, of the Fund program for Irag which was a
major driver of the TA program. MCM TAs were closely linked to development of the Fund program
for Iraq and by and large the TAs was implemented in a timely fashion, consistent with the
comprehensive strategy, including appropriate sequencing and prioritization, that was periodically
updated by MCD, and once projects were approved against the Subaccount framework. Timeliness
on the Bank Supervision Training/Bank Restructuring TA Cluster was excellent, reflecting high quality
diagnostics and coordination with other donors. On accounting TAs to the CBI, as mentioned in the
assessment of relevancy earlier, the extent and timing of the TAs did not correlate well with the
objectives for accounting reforms in the Fund program and the MCD TA strategy.

189. Some 70% of the MCM Subaccount budget was spent at end 2007 and TAs were generally
executed fairly soon after approval. The unspent portion relates to TA approved during the second
half of 2007 and likely to be delivered in the coming months.

190. The efficiency ratings of the MCM TAs are summarized in Table D4. Most TAs are rated
efficient (highly efficient in the case of banking supervision training and bank restructuring) except
payments and accounting/organization and Management, which are rated partly efficient. The overall
assessment of the MCM portfolio of TA is efficient suggesting that, in the challenging circumstances,
resources were used in a reasonably efficiently manner to achieve TA outcomes.

Table D4: Efficiency Assessment of Monetary and Banking TAs
Rating®
i BS/BR ADV PS MOP | AC/OM
Criteria Weight Score”
(%)

48 26 11 10 5 100
1. Process/Implementation Efficiency 30 3 3 2 3 2 2.8
2. Engagement Consistency 30 4 4 2 3 2 3.6
3. Efficient Use of Resources 30 4 3 3 3 3 3.5
4. Timeliness 10 4 3 3 3 2 3.4
Overall Efficiency Rating/Score 100 3.7 3.3 2.4 3.0 2.3 3.3
a/ Rating: 4 = Excellent; 3 = Good; 3 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to TA Group excluding the currency exchange experts
Highly Efficient (Excellent) = 3.5; 3.5 < Efficient (Good) = 2.5; 2.5 < Partly Efficient (Modest) = 1.5;
Not Efficient (Poor) < 1.5
BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;
ACC/OM = Accounting and Organization and Management TAs
E. Assessment of the Effectiveness of Monetary and Banking TAs

191. The evaluation of the effectiveness of the Monetary and Banking TAs is presented below.
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1. Use of TA Outputs

192. The objectives of the monetary TAs were to help rebuild CBI's capacity and its ability to
formulate and implement sound policies in a very challenging environment. IMF has delivered
workshops and expert assistance to help develop CBI’s institutional capacity for a successful
currency exchange, to oversee the payment systems, to conduct monetary policy, and to strengthen
banking supervision ahead of the restructuring of state-owned banks.

193. More specifically, the linkage of monetary and banking TAs with outcomes is particularly
evident in the reported progress in fund staff reports related to: (i) improving monetary policy
implementation and payment systems; (ii) strengthening of the legal framework in the financial sector;
and (iii) building staff capacity at the central bank in supervision, bank restructuring and accounting.
All this material is published on the IMF website. Independent reports of other agencies also
disseminate reports on Iraq’s progress with financial reforms.

194. Thus most MCM TA outputs have helped MCD frame meaningful conditionality and
supported implementation. For example, the third and fourth Review Assessments of the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) reported on the progress in achieving the
Structural Benchmarks: (i) requiring CBl to adopt a Board-approved timetable for the full
implementation of IFRS as the financial reporting framework was met on schedule on 1 April 2007; (ii)
the requirement to meet implementation of payment system regulations was met on June 30, 2006;
and (iii) requirement to commence operations of the ACH and RTGS payment systems were met in
August/November 2006. More recently, the following prior actions taken by the Iraqi authorities for
approval of the December 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf),
included the appointment of international auditors to: (i) undertake the 2007 audit of the CBI's
financial accounts; (ii) the audit of CBI net external reserves; and (iii) the financial and operational
audits of the Rasheed and Rafidian banks, in the context of restructuring. More generally, there have
been improvements in the conduct of monetary policy and in the financial infrastructure — not major
improvements but as good as could be expected given the challenging circumstances. By way of
independent verification, the improvements to monetary policy implementation in Irag have been
noted in a December 2007 report of the Economist Intelligence Unit Limited.*’

195. Most importantly, MCM TA has enhanced Erogram conditionality and furthered the
macroeconomic work of MCD. Feedback from donors® indicates that well considered structural
conditionality in the Fund supported program, agreed with the authorities: (i) is viewed as the driver
for implementation of financial sector reforms in a safe and properly sequenced manner; (ii) helps to
ensure that all development partners are working off the same page on significant structural reforms;
and (iii) contributes to core economic functions and institution building.

¥ The report notes that the CBI “has sought to manage liquidity in the economy more effectively through the
introduction of an interbank market, a basic lending (or ‘intervention)’ rate, minimum reserve requirements, a
daily currency auction and a government securities market” and that “since late 2006 the CBI has overseen a
strengthening of the Iraqi dinar and implemented several interest rate increases in the hope that this will help to
maintain domestic price stability and combat dollarization. The report also notes that policy has helped to “allow
inflation to fall gradually from 65% at end 2006 to around 23% in October 2007”.

% One concrete example of the synergies created from donor collaboration is that the World Bank, which had
lessened its involvement in work on the Iraq banking sector during 2005-2006, now has plans to reengage.
Feedback to the evaluation team from World Bank officials at the close of the December 2007 bank restructuring
workshop in Amman confirmed that the workshops and the SBA conditionality that ensued have created an
enabling environment for the Bank to take on a more active role in implementing the restructuring program at
the bank level. The World Bank has recently raised trust funds of euro 10 million from the European Union to
finance the audits of the state owned banks under restructuring and it seems probable that, consistent with usual
division of labor between the Fund and the World Bank, it will take on oversight of the restructuring process for
the SOBs, with the possibility of a broader engagement later on in the reform of the financial sector. Thus the
structural conditionality in the SBA on the Iraqgi banking sector has become a major driver of activities of the TA
donors.
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2. Planned versus Actual Achievements

196. In many respects, it is too early to make this assessment in that the general experience
with post conflict countries is that it can take up to 5 years for measurable progress in basic first
generation financial sector reforms to take hold. In the unique difficult circumstances of Iraqg —
perhaps the mother of all post conflict countries — the time frame is likely to be even longer.
Nevertheless it is timely to make an interim assessment on this criterion if only to draw the lessons
learned and to recalibrate the strategy and work program going forward to take account of experience
in delivering TAs.

197. Within the overall context of the Fund’s primary role of restoring macroeconomic stability as
a basis for sustainable growth, Subaccount TA plans in the monetary and banking area focused on
capacity building at the CBI to support (i) the implementation of monetary policy including the
development of monetary instruments and modern payment systems; (ii) the supervision and
restructuring of the banking system and (iii) putting in place the legal and regulatory framework
needed to underpin sound monetary and banking arrangements. From the outset the framework for
TA was designed to support the work of MCD on a Fund supported program and to seek to promote
and monitor donor coordination. The TAs delivered, as summarized in Table D1 and described earlier
in this annex, were designed to further the achievement of the plans.

198. With some 70% of Subaccount resources disbursed at this stage, the overall plan is still a
work in progress. Nevertheless there are some concrete achievements. Following a successful
currency exchange the new lIraqi dinar currency was introduced in early 2004. This was a major
achievement and it was well planned and very effective. In the monetary policy area, auctions of
foreign exchange (daily) and Treasury bills (periodically) have been introduced as well as minimum
reserve requirements and standing facilities. This has given a beginning to money market
development, though the parlous state of the banking system hinders the development of effective
market based monetary policy. Nevertheless the CBI has been managing liquidity more effectively
through the use of these instruments and the Iraqgi dinar has strengthened, helped by an increase in
interest rates to combat inflation. These developments, in turn, have helped to reduce inflation and
combat dollarization. New infrastructure for an automated clearing house (ACH) and real time gross
settlement (RTGS) system are in place as are plans to extend this to all banks and add on a central
securities depository to facilitate electronic delivery against payment and custody of government
securities to help money and securities market development. While work remains to be done to
strengthen and extend the operation of payments system, measurable progress has been made.
New central bank, banking institutions, and payment system laws are in place.

199. In the banking supervision area, a core cadre of banking supervisors has been trained in
modern risk-based supervision techniques and in the practical application of off-site and on-site
supervision. Encouraging progress has been made on the restructuring of the state-owned banks. An
MOU for the restructuring of Rasheed and Rafidian banks was agreed in March 2007 and the
financial and operational audits to underpin the implementation are under way. Ongoing efforts to
bring the published financial accounts of the central bank into compliance with international financial
reporting standards and the Funds Safeguards requirements are making steady progress. In
Accounting TAs, the second workshop in November 2007 failed to achieve its planned objectives of
supporting the implementation of the recommendations of the Fund’s interim safeguards assessment
and assisting the CBI to implement IFRS. The circumstances in which this occurred are explained
above.

200. The TAs provided under the Subaccount have supported all of the above developments
and many have directly supported both the design and implementation of conditionalities for the
EPCA and SBAs (see above in relation to the use of outputs). The TAs, especially those parts with
strong linkage to the Iraq program, have facilitated an important underlying purpose of the
Subaccount: i.e. to achieve optimal donor coordination and to reap the synergies that flow from this.
Granted the coordination was somewhat tenuous in some areas in the early days and there are other
areas where it could have been better but at this juncture it has functioned well for the core mass of
MCM TAs. Likewise, the TAs, including the provision of a general advisor to the Governor, have
helped to foster Iragi ownership of the Fund supported economic program. While donor coordination
has been on the whole exemplary in relation to TA activities supporting monetary policy and banking
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system oversight and restructuring reforms, there is room for improvement in some areas, particularly
accounting and organization and management at the CBI.

201. The advisor to the governor was uniquely equipped by virtue of his background and
extensive experience in Fund work, including country experience in emerging market and post
conflict countries. He has played an effective supportive role in helping to move key aspects of the
reform program along and has the confidence of both the Fund staff and senior officials at the CBI.
TA on payments system has focused on advising the CBI on its role as a provider and overseer of
payment systems and since the most recent workshop there has been agreement with other
development partners involved in the provision of the payments infrastructure that the IMF/MCM will
play a more coordinating role in overall payments system reform.

202. Feedback from the Governor and other senior staff of the CBI confirms the achievements
so far and is very positive on the contribution that TAs under the Subaccount have made. The need
for a continuation of assistance in all areas and for more practical hands-on assistance in some
areas, for example payment systems, as the focus moves more into implementation is also noted in
the feedback.

3. Effectiveness of the Offsite Delivery Model

203. The offsite delivery mode was introduced following the Fund’s ban on staff travel to Iraq in
August 2003 and after the core strategy and near term priorities for technical assistance had been
identified. It was widely perceived as a second best solution to the more customary on site delivery.
Indeed the usual way to deliver TA to post conflict countries was through focused on site missions of
fund staff and experts for specific topics that developed agreed work plans with the authorities. As the
work plan went into implementation, short or long term advisors would be placed to help with
implementation and periodic multi-topic missions would monitor progress and make revisions to the
work plan as needed. Clearly the difficult choice for the Fund after August 2003 was to do nothing or
to do what it could. It choose the latter and while more results might have been achieved in a shorter
period of time, if the security and political environment had been more supportive and IMF had been
able to station short and long term experts in Iraq, the offsite model has been reasonably robust and
resilient.

204. As discussed in the section on efficiency above the offsite model has been relatively cost
effective in delivering a wide range of TAs that have contributed to capacity building and progress
with monetary policy implementation and structural reforms. The use of the offsite model did not
detract from the delivery of good quality, practical and timely advice. While there are limits to what
can be achieved with this model, the pragmatic step by step approach is achieving results, as noted
in the previous section on efficiency. Good preparation with the CBI, emphasis on meaningful
workshop materials, and effective coordination with other development partners who have expert
presence in Baghdad, have helped to make this model a success for most of MCM TAs.

205. At this stage of the reform process, with greater emphasis needed on implementing
reforms and putting knowledge gained by CBI staff to use rather than designing reforms and
discussing policies and regulations, the pressure for in-country advisors at the CBI will increase -- all
the more so should security conditions improve. Meantime, with a continuation of the ban on travel, a
premium is placed on maintaining effective coordination especially with donor in-country advisors;
indeed a strengthening of this in certain areas like accounting and governance and payment systems
at the CBI will be of help. This is the key to success for practical workshops that aim to assist
implementation of agreed financial reforms, until security conditions improve sufficiently to permit of
Fund staff and experts to travel to Iraq. Feedback from the governor and indeed the replies to some
of the questionnaires indicate the need for in-country advisors and interest has also been expressed
in off-site remote advisors in areas such as payment system reform implementation where hands-on
advice is needed.
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4, Significance of Contribution to Developing Core Economic Functions and
Institution Building

206. Modern Central Bank and commercial banking laws as well as payments legislation have
been put in place to underpin the CBI objective and role and provide the authority and governance
framework to permit the CBI to implement monetary policy and supervise the banking and payments
system. These are significant contributions to developing CBI's core economic functions and to
building the necessary capacity in CBl. The need for revisions to the central bank law has emerged
and this will be addressed in the near future. Likewise, while the TA on CBI organization and
management has helped to identify a work program to improve governance, more needs to be done
to achieve results in this area.

207. A process is in place to restructure the two major State Owned Banks and follow up work
on the other three small state owned banks is in train. This task when completed together with the
payments infrastructure that is being rolled out will facilitate a gradual deepening of intermediation as
conditions permit. Commendably, MCM was able to use its competitive advantage in leveraging
additional World Bank assistance into this area and it seems likely that the World Bank will soon take
over the oversight task of restructuring the State Owned Banks, a vital institution building component
for furthering core economic reforms.

208. The effectiveness rating for the monetary and banking TAs is given in Table D5. All TAs
were rated effective except for the accounting and organization TAs, which were rated partly
effective. The overall rating for the MCM TA portfolio is effective. Solid progress has been made
despite the difficult security situation. The off-site modality of delivering TA has proved to be robust
and effective way of delivering TA. Indeed what started out as very much a second best option
for delivering TA has evolved into a modality that delivers results and that may well, in present
security conditions in Baghdad, be an optimal means for TA delivery -- assuming strong
coordination with donors and in-country experts -- until such time as security conditions in
Iraq show significant improvement. Despite the progress that has been achieved, there is still
much to be done to put monetary and banking arrangements on a sound footing.

Table D5: Effectiveness Assessment of Monetary and Banking TAs

Rating®
Criteria Weight | BS/BR ADV PS MOP | AC/OM Score®
(%)

48 26 11 10 5 100
1. Use of TA Outcomes 30 4 3 3 4 2 3.5
2. Planned vs. Actual Achievements 30 4 3 2 3 2 3.3
3. Effectiveness of the Off-Site Delivery
Mode 30 3 3 3 3 3 3.0
4. Significance of Contribution to
Developing Core Economic Functions and 10 3 3 3 3 3 3.0
Institution Building
Overall Effectiveness Rating/Score 100 3.6 3.0 2.7 3.3 2.4 3.3

a/ Rating: 4 = Excellent; 3 = Good; 3 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to TA Group excluding Currency Exchange Experts

Highly Effective (Excellent) = 3.5; 3.5 < Effective (Good) = 2.5; 2.5 < Partly Effective (Modest )= 1.5;
Not Effective (Poor) < 1.5

BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;
ACC/OM = Accounting and Organization and Management TAs
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F. Assessment of the Sustainability of the Monetary and Banking TAs
2009. The assessment of the sustainability of the MCM TA portfolio, following the methodology
described in Annex B is given in the following sections.
1. Iraqi Context
210. TA objectives in the monetary and banking area have a continuing focus on rebuilding the

capacity of the CBI to promote financial stability. At this juncture, sustained progress is inexorably
linked to security conditions and the government’s ability to move forward with a broad-based political
consensus, as well as meeting the challenge of increasing economic growth. Absent progress in
these areas, capacity building efforts to date are at risk.

2. Continued IMF involvement

211. No doubt the IMF staff will seek to continue to support the authorities’ efforts to implement
the Iraqi economic program. As regards TA, maintaining and coordinating the existing level of
activities may be difficult as resources under the Subaccount will be exhausted over the coming
months. Additionally, the Fund faces significant cutbacks in its own resources and planned
retrenchment of staff is likely to reduce Fund staff time available for TA. These resource questions
also impact the effective coordination of TAs of other donors, crucial for success, and raise doubts
about sustainability of key aspects of the financial reform program.

3. CBI Ownership of the TA Outcomes

212. Practically all of the TAs have a linkage to conditionality in the EPCA and its successor
SBA programs. This is the program of the Iragi authorities supported by their letter of Intent. There is,
therefore, ownership of the program and its content, which are linked to TA outcomes. Feedback
from the CBI received from discussions with the governor, deputy governor and senior officials
present at the bank restructuring workshop, as well as replies received from questionnaires sent to
other senior officials in the payments and monetary policy areas, note both the areas where progress
has been made and where more needs to be done. CBI's replies to the evaluation teams’
questionnaires are consistent with a constructive approach to ownership of TA outcomes. This
ownership is more marked in some areas like monetary operations, banking supervision and
restructuring, advisor to the governor and payments system than in others e.g. accounting (see
earlier assessment of effectiveness).

4. Proportion of Trained Staff Working in CBI

213. There are encouraging indications that most of the CBI staff® who attended and received
training at 15 workshops supported under the MCM Subaccount activities, are still working at the CBI.
This was confirmed in feedback received from the CBI in response to evaluation questionnaires.
There has been good consistency of attendance of key staff at the workshops, especially, in the bank
supervision training, as evident from the lists of participants. Thus there is encouraging evidence of
reasonable level of staff continuity in the training process and, at the time of this evaluation, these
people are benefiting from the training and applying their new skills on the job. In the course of his
work on helping CBI to formulate monetary policy the general advisor has provided advice and
training in the preparation of regular internal monetary policy reports and most staff trained still work
at the CBI. There were some questions, however, about the number of participants in the payment
and accounting workshops who are applying the knowledge learned on the job.

214. The sustainability rating for the monetary and banking TAs is given in Table D6. Ratings for
individual TAs are sustainable as is the overall rating. Concerns about the Iragi context and the

% The attendance from the CBI at all seminars and workshops linked to MCM was approximately 250 staff. While
many of these were repeat attendees, especially in the banking supervision training workshops, the overall
number of person days of training provided is of the order of 1,500.



-61 -

financing of continued IMF involvement offset higher scores related to CBI ownership, and retention
of trained staff, resulting in a sustainability rating that was bordering on partly sustainable. In order,
for the benefits that have resulted from the TAs to be sustainable, these risks will need to be
addressed.

Table D6: Sustainability Assessment of Monetary and Banking TAs
Weight | gs/BR | ADV Ps | moP | Aciom

Criteria ) Score”

48 26 11 10 5 100
1. Iraqui Context 20 2 2 2 2 2 2.0
2. Continued IMF Involvement 30 2 2 2 2 2 2.0

3. CBI Ownership of the TA Outcomes
30 3 3 3 3 3 3.0

- — - -

4. % of Participants Still Working at the CBI 20 4 3 2 3 2 33
Overall Sustainability Rating/Score 100 2.7 2.5 2.3 2.5 2.3 2.6

a/ Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ Weight by % of TA budget allocated to TA Group excluding Currency Exchange Experts

Highly Sustainable (Excellent) > 3.5; 3.5 < Sustainable (Good) 2 2.5; 2.5 < Partly Sustainable > 1.5
(Modest); Not Sustainable (Poor) < 1.5

BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;
ACC/OM = Accounting and Organization and Management TAs

G. Overall Rating of the Monetary and Banking TAs

215. Combining the four ratings tables on relevance, efficiency, effectiveness and sustainability,
the overall rating of the monetary and banking TAs is scored in Table D8 below. Scores for
individual clusters were as follows: banking supervision and restructuring - highly successful;
advisor to the governor and monetary operations - successful; and payments system and
accounting/organization and management - partly successful (but at the higher end of the range.
Overall, these TAs are rated as successful and reach the same score for the individual evaluation
norms of relevance, efficiency and effectiveness. This is a good outcome, given the challenging
conditions in Iraq and the need to use an offsite delivery model. The TAs were also effective in
achieving some important outputs. However, this is a “work in progress” and continued efforts will
need to be made for the results of the TAs to achieve permanent results that are needed to build
CBI's core capacities in effectively developing and implementing monetary policy and managing the
many challenges in the financial sector. Given the general lessons that IMF has learned from
operating in post conflict countries, this finding should not be surprising. Furthermore, because of the
challenging Iragi context and concerns about the availability of funding going forward — both from the
Subaccount and from the Fund’s own budget for staff -- TAs were rated as marginally successful
under the sustainability norm, which brought down the overall ranking/score somewhat.
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Table D7: Assessment of Monetary and Banking TAs

Weight Rating®
Norm of Evaluation (%) BSBR | ADV PS | MOP | AC/OM Score”
48 26 11 10 5 100
1. Relevance 30 3.8 3.3 2.3 3.0 2.2 3.3
2. Efficiency 20 3.7 3.3 24 3.0 2.3 3.3
3. Effectiveness 30 [ 36| 30 | 27 ] 33| 24 | 33
4. Sustainability 20 2.7 2.5 2.3 2.5 2.3 2.6
Overall Rating/Score 100 3.5 3.1 24 3.0 2.3 3.2

al Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor

b/ Weight by % of TA budget allocated to TA Group excluding Currency Exchange Experts

Highly Successful (Excellent) 2 3.5; 3.5 < Successful (Good) 2 2.5; 2.5 < Partly Successful 21.5

(Modest); Not Sucessful (Poor) < 1.5

BS/BR = Banking Supervision Training and Bank Restructuring TAs; ADV = Advisor to the
Governor TA; PS = Payment Systems TAs; MOP = Monetary Policy and Operations TAs;

ACC/OM = Accounting and Organization and Management TAs
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Annex E: Evaluation of Statistics TAs
A. Introduction

216. Drawing on IMF’s experience in operating in post conflict countries, a priority identified in the
July 2003 Framework for a Multidonor Technical Assistance Subaccount for Iraq was “providing TA to
rebuild statistical and administrative capacity of key economic institutions responsible for making and
implementing fiscal, monetary, and exchange rate policies”. Accurate and timely statistics are needed
to support macroeconomic management decision making, improve governance and for IMF
surveillance. For analytical purposes the statistics TAs were grouped into five clusters — national
accounts, price, BOP, monetary and finance and GFS. The portion of the budget for the TAs clusters
is shown in Table E1. Improving national accounts statistics received the largest share of the funds.
Roughly similar amounts were used to improve price, BOP and monetary and financial statistics. A
small amount was allocated to GFS and to support the 2003 multisector statistics mission that made
a major contribution to developing IMF’s strategy to strengthen macroeconomic statistics. By the end
of 2007, $834,703 had been allocated to finance 15 STA TAs. Of these, 10 had been completed. Of
the budget, 58% had been spent and an additional 32% had been committed. The financial data
suggests that, with the exception of one TA for GFS, implementation generally followed reasonably
quickly after TA approval.

Table E1: Distribution of Budget for Statistics TAs
Category of Statistics Budget ($) % of Total Budget
National Accounts?® 242,730 29.1
Prices® 203,471 244
Balance of Payments 166,825 20.0
Monetary and Financial 145,450 17.4
Government Finance Statistics 39,000 4.7
Multisector Statistics Mission 37,227 4.4
Total 834,703 100.0

a/ In some cases the budget for the national account and pricing TAs were combined. In those cases
the budget estimates were divided into the two areas based on the information included in the Project Profile.

B. Assessment of the Strategy for the Statistics TAs
1. Statistics Strategy

217.  Unlike the other TA departments, there was a formal Statistical Strategy Note to guide STA’s
activities in Iraq4°. Sustained assistance was needed over a multiyear period to deal with the
institutional and methodological issues. The short-term strategy was to improve data quality and
timeliness of reporting macroeconomic data to IMF so that it was adequate for surveillance. The
medium-term strategy was to improve the institutional framework (e.g., organizational issues,
statistical capacity, and legislation) so that Iraq’s macroeconomic statistics met international
standards. The TAs were designed to support COSIT, CBI and MOF. The strategy stated that IMF
was to coordinate with other TA providers.

2. Assessing the Statistics Strategy

218. At one time Iraqg’s statistical capacity was among the best in the Middle East. However, after
decades of isolation that capacity deteriorated. Given the circumstances, a reasonable amount of

0 This was prepared in May 2004. It has been updated periodically and the current version is dated 20 October
2007.
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diagnostics was undertaken to underpin the strategy. The Statistics Department was represented on
the IMF mission that visited Baghdad 5-21 June 2003 and met COSIT and CBI staff. While a range of
macroeconomic data statistics were available, there were serious distortions in the data due to the
issues related to exchange rates used and controlled domestic prices. By 2003 Iraq statisticians
needed fraining in modern methodologies. Based on those findings, the 2 July 2003 Program
Framework stated that TA would be provided to strengthen Iraq’s macroeconomic statistics related to
national accounts, prices, balance of payments, monetary and financial and government finance.*'

219. The December 2003 Multisector Statistics Mission used the General Data Dissemination
System (GDDS) framework to identify the broad priorities to STA TAs. The following issues were to
be addressed: (i) better legislation to enhance the independence of agencies compiling and
publishing statistics; (ii) base estimates on market exchange rates; (iii) use international standards
and the methodologies in IMF manuals to compile statistics; (iv) train COSIT and CBI staff; (v)
improve the timeliness and consistency of source statistics; and (vi) increase transparency by
publishing macroeconomic data.

220. In 2003 it was clear that the quality, accuracy, timeliness and transparency of the Irag’s
macroeconomic statistics had deteriorated to such an extent that they did not provide a sound basis
for managing the economy or for IMF monitoring and surveillance purposes. Institutional
strengthening, improved policies and procedures, developing human resources and introducing
modern methodologies were needed in all areas.

221. Feedback from MCD staff and senior staff in COSIT and CBI indicated that the broad
priorities and sequencing were appropriate. There was good coordination within IMF on setting and
refining the priorities, including significant involvement from MCD. MCD’s annual strategy notes
consistently endorsed the broad priorities established in 2003/2004, an indication of their robustness.
Although the strategy was updated periodically, the overall focus and priorities did not change
significantly. Further evidence of the appropriateness of the priorities and sequencing is provided by
the linkage between the outputs of some of the TAs and IMF surveillance, better data for the
monitoring of the 2005 SBA (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and
formulating the 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and the
structural performance criteria and structural benchmarks included in the SBAs.

222. One common evaluation lesson is that capacity building is a long and difficult exercise. It
often takes sustained effort over a period of 5 to 10 years to build such institutional capacity. One of
the key drivers of success is to focus. The best results are often achieved if strategies have realistic
capacity development objectives and involve a long-term commitment and a careful phasing/
sequencing of activities. The Statistics Strategy focused on the key statistics needed for
macroeconomic management and adopted a step by step approach.

223.  Comparing the actual program delivered to what is stated in the strategy indicates that the
strategy was realistic. The one part of the strategy that was not effectively operationalized related to
STA’s GFS activities. Although IMF active supported improving fiscal management, TAs in this area
were provided by FAD and not by STA.

224.  Successful strategies learn from past experience to increase the probability of success. The
Statistics Strategy drew on lessons from IMF’s experience in post conflict countries** and was fine
tuned as lessons were learned in Iraq. Lessons from post conflict countries include: (i) the importance
of having a strategy; (ii) appropriate sequencing; (iii) initially adopting second best solutions; (iv)
promoting transparency; (v) flexibility to modify the strategy as experience is gained in the country;
and (vi) a recognition that considerable TA is required over a period of years. The one lesson that

“1 A statistical resident advisor was envisioned to provide advice on statistical methodology and broader
institutional issues. Because of the travel ban to Iraq throughout the evaluation period, the idea of placing a
statistical advisor in Baghdad was not pursued.

“2 (i) IMF. Rebuilding Fiscal Institutions in Post-Conflict Countries. 13 December 2004
(http://www.imf.org/external/np/fad/2005/022505.htm); and (ii) IMF. MFD Technical Assistance to

Recent Post-Conflict Countries. 14 December 2004 (http://www.imf.org/external/np/ta/2005/eng/022805.htm).
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was not fully reflected in the strategy was the need for good donor coordination. This issue merited
more discussion in the strategy.

225.  One of the roles of evaluations is to challenge conventional thinking. In its comments on the
draft report, STA stated that its mandate is to improve methodological concepts and not source data.
It is undoubtedly important for countries to improve their methodologies and to implement the best
international practice contained in IMF statistical manuals. They are many opportunities to improve
statistical compilation practices, data validation procedures and to make the best use of available
data. However, in Iraq there are major problems related to the source data. It may be that the
underlying errors of estimate in the source data over ride the benefits of improved methodology. In
such situations, IMF’s statistical strategy should balance the twin objectives of improving both the
statistical methodology and source data. Improvements in both areas are needed to reach the overall
goal — having sound macroeconomic data. In Iraq, this sort of two pronged strategy would require a
major donor coordination effort as other donors have access to more funding than IMF has —
supporting large scale surveys can be expensive. Also, an in-country presence could be helpful,
something that at this point in time other donors, but not IMF, can provide. The operationalization of
STA’s strategy was based on the assumption that other donors would help COSIT to develop data
sources, and in parallel STA would provide on-the-job training to implement international standards.
However, other than in the case of coordinating with the World Bank for the Household Income and
Expenditure survey, there is no evidence in the documents reviewed that STA pro-actively
coordinated with other donors to improve the source data, despite the fact that the 2003 Multisector
Statistics Mission identified improving the timeliness and consistency of source data as something
that needed to be addressed.

226. In commenting on draft versions of the report, STA stated that improving source data and
coordinating the development of source data was beyond its resources and the general remit of its
TAs and could not be reasonably expected as an output from 1-2 two-week missions a year
delivering hands-on training on methodology. STA further stated that its policy regarding the
development of statistical source data for real sector statistics (other than surveys of outlets to collect
prices for price indexes) was to avoid providing assistance to develop data sources and to avoid
playing an explicit coordination role regarding other donors of such assistance. These assumptions
were built into the Iraq project design and TA financing was provided only for experts for short-term
mission work. While such short missions could not address the problems related to source data,
given the slow pace of committing the funds during the initial years of the Iraqg TA Subaccount, it is
not clear to the evaluator that limited financial resources was a constraint. Also, given the statements
in the 2003 Project Framework, it appears to the evaluator that an opportunity was missed to play a
more active role in the area of donor coordination to help address source data problems to
complement STA’s missions that were focused on methodology and making the best use of available
data. Such a narrow focus was not sufficient to achieve the objective of Iraq having sound set of
macroeconomic statistics that are compiled according to IMF manuals.

3. Looking to the Future

227.  Overall, the evaluation has concluded that the Statistics Strategy was well prepared, sound
and was an effective mechanism to set priorities and allocate resources. The strategy has served
STA well in the past.

228. Following the 2005 Guidance Note on Data Provision to the Fund for Surveillance®,
MCD takes the lead* in certifying the adequacy, or otherwise, of the data for surveillance and

3 This framework covers four areas: (i) timely provision of data required under Article VIII, Section 5, including a
common set of indicators required for surveillance; (ii) provision of additional data needed for surveillance, which
vary according to individual circumstances and over time; (iii) assessment of the adequacy of data provision in
Article IV staff reports, to highlight data weaknesses; and (iv) procedures for cases where a member fails to
provide (or provides inaccurate) data required pursuant to Article VIII, Section 5.

4 Consultations take place with STA during this process.
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monitoring purposes. In making this judgment a selective assessment is made, focusing only
on the main data deficiencies in areas central to surveillance. The reports of the 2007 Article IV
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) consultation and the 2007 Stand-By
Arrangement state that "Data provision is broadly adequate for surveillance/program monitoring, but
there are some delays in data provision and weaknesses exist that hamper economic analysis."
Despite the known weaknesses in the data, the statistics were judged to give a sufficiently reliable
picture of economic developments and provide the information needed for a meaningful discussion
on policy-making. The data does not suffer from deliberate, systematic biases that would mislead
decision makers in the Government and IMF. The surveillance data is included in the Table of
Common Indicators Required for Surveillance in the appendices on statistical issues attached to staff
reports on SBAs. The program performance monitoring data needed to assess whether or not Iraq
has met quantitative performance criteria and indicative targets as specified in the Technical
Memorandum of Understanding is also reported in staff reports on the SBAs.

229. The short term objective of the strategy has been achieved. Thus, a new strategy is needed
to provide a framework to prioritize sequence and guide future activities. The medium-term objective
of the Statistics Strategy was to improve the institutional framework in which statistics are generated
including organizational issues, statistical capacity, statistical legislation and improve the quality and
timeliness of the statistics to conform to international standards. While some progress has been
made toward achieving the medium term objective, more progress will be required before evaluators
could certify that the medium term objective has been achieved. The statistics strategy needs to be
revised to define new short and medium term objectives to prioritize, sequence and focus future
support to improve Irag’s macroeconomic statistics.

C. Summary of the Statistics TAs Provided

230. To provide a context for the evaluation of the statistics TAs, the strategy and objectives of
each of the five clusters of TAs are described below.

231. National Accounts Statistics: The objectives of the 2004 national accounts statistics
strategy were to: (i) improve national accounts source data by including Kurdistan in the coverage
and new sources of data of economic activity; (ii) train COSIT staff to compile the national annual
accounts according to SNA93 (http://www.imf.org/external/pubs/cat/longres.cfim?sk=575.0); and (iii)
develop (guarterly indicators and make them available in a timely manner. IMF provided a cluster of
five TAs* totaling $242,730 to build COSIT’s capacity to compile and disseminate timely, accurate
national accounts data by: (i) improving knowledge of, and assessing the need for, new data sources
for the national accounts;*® and (i) improving the skills of national accounts compilers in
implementing the international standards in SNA93
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0).

232.  Price Statistics: The price statistics strategy focused almost exclusively on the CPI. The
short term strategy concentrated on improving data collection procedures and processing, adding
more representative items to the basket, selecting more representative sample outlets, and
improving methodology for handling seasonal and missing items (and selecting new ones) and
providing advice on the new Household Income and Expenditure Survey and aggregation procedures
to produce regional indices. The medium-term CPI Strategy was designed to (i) update the basket of
items based on the new Household Income and Expenditure Survey; (ii) extend the CPI coverage to
include Kurdistan; (iii) improve data collection, editing and estimation to reflect international best

* In most cases, the national accounts and price statistics TAs were processed as one, with separate objectives,
terms of reference and budgets for each. This improved efficiency and reduce the paper work, i.e. improve
administrative efficiency. The amounts allocated to the national accounts TAs were $19,620, $7,200, $86,250,
$30,660 and $99,000 respectively.

*® This involved developing a work program and identifying additional TA to improve data sources.
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practice; and (v) improve the producer price index. IMF provided four TAs" totaling $203,471 to build
COSIT’s capacity to compile the CPI. The objective of the TAs in the logical framework attached to
the Project Profile was to strengthen COSIT’s capacity to compile and disseminate a monthly CPI by
improving: (i) knowledge of, and assess the need for, new data sources*®; and (ii) the skills of price
statistics compilers in implementing the methodology defined in the Consumer Price Index Manual.

233. Balance of Payments Statistics: The short-term BOP strategy was to improve the
timeliness and quality of balance of payment and foreign trade statistics so that the BOP data was
adequate for surveillance and conformed to international standards by using the BPM5
(bttp://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) methodology. @ The  medium-term
strategy was to improve the institutional framework. IMF provided three TAs* totaling $166,825 to
strengthen BOP statistics. The objectives were to produce more reliable BOP statistics by: (i)
improving the collection and compilation practices for BOP statistics to be consistent with BPM5
(bttp://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0); (ii) improving the quality of the data in
the historical time series; (iii) providing hands on training and knowledge transfer; and (iv) producing
methodological notes to allow the BOP estimates to be published in IFS and in the Balance of
Payment Statistics Yearbook.

234. Monetary and Financial Statistics: The short-term strategy for the Monetary and Financial
statistics TAs was to support the work on compiling a Depository Corporations Survey (Monetary
Survey), which was a structural benchmark for the Emergency Post Conflict Assistance Program.
The TA would also help to develop sectoral balance sheets for the CBlI and Other Depository
Corporations, and correct the improper classification of the financial instruments and sectorization of
resident institutional units. The medium-term strategy involved compiling and disseminating monetary
statistics that conform to MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/). IMF provided
two TAs, totaling $145,450, to strengthen CBI's monetary and financial statistics. The objective of
both TAs stated in the logical framework was to improve Irag's monetary statistics so that monetary
data is consistent with MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/).

235. Government Finance Statistics: The short-term GFS strategy was to focus on
strengthening the MOF’s capacity to compile GFS in parallel with FMIS development and other
budgetary and accounting system reforms. The TA was to develop a plan for data reporting/gathering
that could be used to estimate the fiscal operations. MOF was to establish a unit in charge of
developing and disseminating fiscal statistical data. The medium-term GFS strategy, once a basic
GFS system was in place, was to focus on improving the reporting of the data by non-financial public
corporations and to address debt statistics (domestic and foreign). The logical framework stated that
the objective of the GFS TA was to help strengthen the compilation of government finance statistics
by identifying: (i) TA and training needs for GFS within a GDDS framework and specific actions to be
taken by MOF; (ii) the institutional setup responsible for GFS; and (iii) the coverage of different
source data used for GFS compilation. During the evaluation period, STA processed one GFS TA
valued at $39,000. Although improving GFS was consistently included in the statistics strategy for
Iraq, there was no serious engagement by STA in this area. According to OTM'’s official records, the
money approved under the GFS TA was not spent. The Fund, however, provided support in the fiscal
area through FAD.

D. Assessment of the Relevance of the Statistics TAs

* Valued at $19,615, $54,196, $30,660 and $99,000 respectively.

*® This was to involve developing a plan, supported by additional TA, to improve data sources (prices and
expenditure weights).

* In 2005 for $10,185, in 2006 for $36,090, in 2007 for $42,500 and in 2008 for $78,050 respectively.

50 Approved in 2005 for $88,083 and 2007 for $76,275 respectively. Each TA involved several missions.
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236. The rating of relevance of the STA TAs is given in Table E2. Taken as a group, the STA TAs
were relevant. The ratings varied by TA cluster. The Monetary and Financial TAs were rated as
highly relevant. Three TA clusters (i.e., national statistics; price statistics; balance of payments)
were rated as relevant. The GFS TA was rated as not relevant because it was not implemented.
The details supporting the rating for each dimension of relevance are provided in the paragraphs
following the table.

Table E2: Assessment of the Relevance of the Statistics TAs

Criteria

H a
Criteria Weight Ranng
(%) NA CPI BOP MF GF Score?
30 26 21 18 5 100
1. Quality of Diagnostics 20 3 2 3 4 2 2.9
2. Consistency: IMF Activities 30 3 4 3 4 1 3.3
3. Consistency: Government Priorities 30 3 4 3 4 1 3.3
4. IMF/Development Partner Coordination 20 1 3 3 4 2 2.5
Overall Relevance Rating/Score 100 2.6 3.4 3.0 4.0 1.4 3.1

al = Rating: 4 = Excellent; 3 = Good; 3 = Modest; 1 = Poor

b/ = Weight by % of TA Budget Allocated to TA group, excluding multisector statistics mission

Highly Relevant (Excellent) = 3.5; 3.5 < Relevant (Good) = 2.5; 2.5 < Partly Relevance (Modest)= 1.5;
Not Relevant (Poor) < 1.5

NA = National Accounts Statistics TAs; CPI = Price Statistics TAs; BOP = Balance of Payments
Statistics TAs; MF = Monetary/ Finance; GF = Government Finance

1. Quality of Diagnostics

237. The quality of the diagnosis for the statistical TAs was rated as good. The priority and
sequencing of the statistics TAs were based on the work of the IMF’s first mission to Iraq, before the
travel ban was put in place, and the subsequent 2003 Multisector Statistics Mission. IMF staff could
not travel to Iraq to undertake a full institutional diagnosis, normally a pre-requisite for successful
capacity building. Given the difficult conditions resulting from the security situation, and the fact that
IMF had not been operational in Iraq for a long time, these missions did a good job and the diagnosis
was generally sound. Feedback from senior officials in COSIT and CBI and staff of MCD confirm the
conclusion of the evaluation team that the TAs addressed priority areas and that the interventions
were properly prioritized and sequenced. While the strategy was sound, the expectation that major
objectives could be achieved by the end of 2005 was overly optimistic. The initial timelines for all TA
clusters have had to be revised and extended. In 2003/2004, no one thought that the peace and
security situation would be as difficult as it turned out to be for the entire evaluation period. However,
experience in other post conflict countries should have been more closely scrutinized to develop
more realistic time frames for implementation of the statistics strategy.

238. National Accounts TAs: IMF’s 2003 missions found that while national accounts data was
produced, there were serious distortions in the valuation of economic flows due to multiple exchange
rates and domestic price controls. The data was compiled using the outdated 1968 Systems of
National Accounts (SNA), rather than 1993 SNA. Issues that impacted on quality of the data included:
(i) poor quality source data, gaps in the data and problems in data collection; (ii) an inadequate
number of well qualified COSIT staff; (iii) inadequate COSIT computer hardware and software; and
(iv) a lack of transparency -- under the previous regime, most macroeconomic data was confidential
and was not publicly released. The national accounts TAs were designed to introduce international
best practice as given in SNA93 (http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) to
COSIT staff through on-the-job training, making the best use of available data sources and improving
the statistical compilation methods. In addition to addressing these areas, improving the source data
was an essential pre-requisite to improve the quality and accuracy of Irag’s national accounts. IMF
traditionally relies on other donors to undertake the large scale surveys needed to improve the source
data. The strategy did not include any detailed assessment as to how this important assumption
would be realized. This issue merited more discussion in the strategy.
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239. Price Statistics TAs: The 2003 Multisector Statistics Mission identified a need to strengthen
COSIT’s capacity to compile and disseminate monthly CPI estimates. Prior to the March 2003 war, a
monthly CPI was produced. Although domestic price controls resulted in distortions, IMF found the
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CPI to be comprehensive and generally sound. Issues that needed to be addressed included: (i)
inadequate staff numbers involved in compiling the CPI; (ii) training needs; (iii) upgrading COSIT’s
computer hardware and software; (iv) problems of data collection; (v) outdated 1993 weights; (vi)
extending the geographic coverage to include Kurdistan; and (vii) documenting the procedures and
methods used to compile the CPI for the GDDS metadata. Subsequent events have shown this
diagnosis to be sound. There is, however, a question of whether there was adequate institutional
diagnosis. COSIT has 13 technical directorates, one of which, the Index Numbers Directorate, is
responsible for all indices. The Index Numbers Directorate has three sections (CPI; wholesale price
indices and the Sectoral Index Number Section51). The price statistics TAs focused almost exclusively
on the CPI. While the CPl is clearly important, given the limited institutional capacity (two people in
the Consumer Price Index Section) and COSIT’s other price indices, one can question the price
statistics strategy should have been designed to provide a broader range of assistance covering
more price indices rather than only focusing on the CPI. Evaluation findings that support this
possibility include: (i) IMF’s 2003 conclusion that the CPI was reasonably comprehensive and timely;
(i) problems in participant selection, perhaps not surprising given the limited institutional absorptive
capacity of the CPI Section; (iii) COSIT’s desire for a course for price enumerators; (iv) requests in
2005 that the coverage of the workshops be broadened to include other price indices; and (v) when
asked during the evaluation to identify future priorities, senior COSIT staff identified assistance for the
Producer Price Index, the Export Price Index and the Import Price Index. While the feedback from
COSIT to the evaluation team was generally positive, the one piece of negative feedback was that
COSIT was not adequately involved in setting priorities and designing the assistance. This suggests
that mechanisms need to be found to more effectively engage with senior COSIT staff at the strategic
level.

240. Balance of Payment Statistics TAs: Prior to IMF resuming operations in Iraq, the last
BOP data published in IFS was for 1976 and 1977. The 2003 IMF missions found that: (i) while a
BOP time series was available from 1988 to 2002, it was presented according to the
Balance of Payments Manual, fourth editon (BPM4) format rather than BPM5
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) and there were issues related to the
integrity of the data (e.g., deviations in definitions, data coverage, classification, valuation, and
sectorization); (ii) the BOP estimate was seriously distorted due to exchange rate issues’?; (iii) the
BOP estimate did not include most trade, capital transfers and military transactions; (iv) the statistics
did not cover Kurdistan; (v) from 1994 to 2002, the BOP deficit was fixed as a matter of policy at 250
million Iraqi dinar; (vi) CBI staff needed training on best international practice as given in BPM5
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0); (vii) the human and technological
resources for the Balance of Payment Department needed improvement; (viii) better cooperation was
needed within CBI and between CBI and the Ministries of Finance and Planning and COSIT so that
all of the data needed to compile the BOP estimate® was received; (ix) a better legal framework was
needed for collecting and compiling BOP statistics; (x) there was inadequate data from customs; (xi)
new surveys were needed to improve the coverage of services, income and current transfers
accounts; (xii) data on foreign direct investment was poor; (xiii) data on external debt needed to be
compiled in @ manner that was consistent with international guidelines; and (xiv) financial account
data was not reliable. This detailed analysis provided a firm basis for planning the BOP TAs. The
analysis did a good job identifying problems and identifying ways to address methodological issues.
However, it is proven to be challenging to develop and implement ways to effectively address the
gaps and weaknesses in the source data. Most source problems related to institutional factors that
and were beyond CBI’s control. The quality of the BOP statistics continues to be hampered poor
responses to surveys, difficulties in collecting information due to the security situation and the

51 Responsible for compiling the producer price index, the industrial production index, the agriculture index and
export/import indices.

%2 The CBI used the official exchange rate ($3.20 per Iragi dinar) to value BOP transactions compared to market
exchange rates in the order of 1,500 to 2,500 Iraqi dinars per U.S. dollar from 1999-2001.

s Especially for financial account transactions, including official reserves.
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exclusion of the Kurdish areas from most BOP statistics components. Gaps in source data are
reflected in the limited coverage of the BOP statistics data from the nonbanking sector that is not
unreliable®

241. Monetary and Financial TAs: The main findings of the 2003 missions in the area of
monetary and financial statistics included: (i) there were weaknesses in the quality, timeliness,
coverage and compilation methods for CBI’'s monetary and financial data; (ii) the monetary survey did
not provide a sufficiently detailed breakdown of financial instruments by resident economic sectors;
(iii) the classification of units in the government sector and the public nonfinancial corporations
subsector needed clarification; (iv) gold was valued at historic cost or market price, whichever was
lower; (v) the value of loans was adjusted for expected losses due to defaults but that value did not
include the accrued interest, which was included in the capital account; (vi) end-of-month positions in
foreign currency denominated assets and liabilities in the monetary survey were valued using various
exchange rates; (vii) the monetary survey did not cover Kurdistan or provide a breakdown of financial
instruments by resident economic sectors; (viii) there was no cross-checking of information between
the relevant monetary data and the matching balance of payments information; (ix) training on the
methodology in the Monetary and Financial Statistics Manual (MFSM) was needed; and (x)
computing resources were not adequate. Subsequent events have shown this diagnosis to be sound.

242.  Government Finance Statistics TA: The 2003 Multisector Statistics Mission

was not able to engage in serious discussions on strengthening GFS. As reported in

Appendix IV of the report on the 2004 Emergency Post Conflict Assistance
(http://www.imf.org/external/pubs/ft/scr/2004/cr04325.pdf, IMF could not properly assess the
quality of fiscal statistics because of a lack of appropriate counterparts nor did Iraq report government
finance data for publication in the IFS. However, IMF’s experience in post conflict countries
suggested that assistance was often needed to strengthen GFS within the framework of GFSM 2001
(http://www.imf.org/external/pubs/ft/gfs/manual/).

243. A 2005 GFS mission, in conjunction with a World Bank and FAD mission, reviewed the
progress made in meeting commitments and benchmarks in the fiscal area for the Emergency Post
Conflict Assistance and discussed how to strengthen GFS reporting within the overall plans to
rehabilitate the budgetary, accounting and the FMIS. That mission identified many GFS problems: (i)
except for a summary of budgetary estimates and outcomes for the central government, no fiscal
statistics were published; (ii) the Ministry of Planning, not MOF, prepared the capital budget; (iii) the
coverage of the budget did not provide a comprehensive fiscal picture as it excluded extra-budgetary
expenditures by regions/ministries using own resources, off bud5get expenditures of self-financing
agencies or public agencies and off-budget donor funded projects®:; (iv) there was no institutional unit
with the legal mandate to collect and compile GFS; (v) GFS data was not compiled even on the basis
of GFSM 1986, although there was sufficient accounting data to compile GFS data for the central
government; (vi) moving beyond the central government to general government GFS would be major
challenge that would require significant coordination between MOF and many other government
agencies (e.g., agencies involved in extra-budgetary expenditures; governates; local governments;
Ministry of Planning; CBI and donors) to obtain the necessary data; and (vii) incomplete data on
letters of credit issued to finance the government imports and a lack of coverage of Kurdistan.

% For example, there is no consistency between external trade data from COSIT and CBI. The latest data
available for imports and exports are from August 2005. COSIT, CBI and the Customs Department worked
together to develop a new customs form for imports. However, it is not used because of the security situation and
the lack of human and technological resources in the Customs Department at the border outlets. Thus, import
estimates are based on the form for reconstruction fee, a levy on private sector imports. Imports, as registered on
the reconstruction fee form, are undervalued and therefore unreliable. Data for private sector imports were
derived from a survey of private sector imports involving wholesale traders at five border outlets that gave
estimates of imports by economic activity.

® A number of donor funds were managed independently of the budget: (i) the U.S. Supplemental budget,
managed by the Iragi Reconstruction Management Office; (ii) the Iragi Reconstruction Fund; (iii) other bilateral
donors’ grants; and (iv) UN Oil for Food Program managed by the UN to fund purchases of goods imported to
Iraq through letters of credit executed by the Ministry of Trade.
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244, The work of the 2005 mission shows evidence of pragmatic decision making (e.g.,
recognizing that a responsible unit had to be established for GFS and that the initial focus should be
on the central government and improving the cash based accounting system before moving onto
accrual accounting). The 2005 mission reported that the 33 senior Iraqi officials in Amman agreed
with the action plan proposed by the mission that included establishing a GFS unit. While the issues
identified by the 2005 mission and in the strategy appear to be sound, the strategy was never
implemented.

2. Consistency With IMF Activities in Iraq

245. There was a high degree of consistency between the statistics TAs and IMF’s work in Iraq.
The STA TAs were rated as relevant, close to highly relevant, on this sub-criteria. This reflects the
generally good coordination between the technical assistance departments and MCD. MCD played a
role in setting the priorities for the use of TA in its annual strategy paper for Iraq and reviewed and
endorsed the various versions of the statistics strategy paper. Also, some of the TA Monetary and
Financial missions were planned to overlap with MCD missions.

246.  An examination of reports of the five reviews of the 2005 SBA
(bttp://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf), the 2007 Article IV consultation
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), the report on the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) and discussions with MCD staff found
consistency between the design and output for the STA TAs and IMF’s broader objective of
strengthening economic management in Iraq.

247.  All reports monitoring the 2005 SBA http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf)
include historical data and forecasts for GDP, CPI and BOP. Timely, sound statistics in these areas
are essential to support both the work of IMF and for the Government manage the economy. Iraq’s
two key economic challenges during the evaluation period were to increase the economic

growth rate and reduce inflation. The current target for the GDP growth rate is 7%. Sound national
accounts and CPI data are needed to monitor the progress being made to achieve those objectives.
During the evaluation period inflation was high56. The IMF analysis indicated that CBI needed to bring
down inflation by tightening of monetary conditions, raising interest rates and allowing the

exchange rate to appreciate. That policy advice was followed. The importance of improving

the CPI for IMF’s operations is illustrated by the fact that in the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), updating the weights in the CPI, based on
the results of the 2007 Household Income and Expenditure Survey, by 31 May 2008 was made a
structural benchmark. Because of these considerations, improving the CPI TAs were rated as highly
relevant to IMF’s operations in Iraq.

248. Balance of payments issues are one of the areas in which IMF leads the policy dialogue with
the Government and there is no direct World Bank involvement. BOP statistics, both historical trends
and forecasts, are analyzed in the staff reports on the SBAs and the Article IV consultations. This
information becomes an input into IMF’s policy dialogue with the Government. Included
among the Quantitative Performance Criteria and Indicative Targets under the 2007
SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) is a floor for the Net International
Reserves of the CBI. The Technical Memorandum of Understanding includes a precise definition of
Net International Reserves. One of the first outputs of the BOP TAs was to improve data in this area
so that it could be published in the IFS. These factors all support the conclusion that the BOP TAs
were relevant for IMF’s operations. Although better BOP data was relevant to IMF’s operations, it
was not rated as highly relevant because there was no explicit conditionality in the SBAs that was
directly related to improving the BOP statistics.

% |nflation peaked at 77% in August 2006 and was 65% at year end. According to the report on the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), consumer price inflation was 20% and it is expected to
remain below the target of 25% by year-end. The future inflation target is 12% with the medium term objective of
reducing inflation to single digits.




-73 -

249.  The highly relevant nature of the TAs to support the monetary survey and improve

monetary and financial data is clear from an examination of IMF documents. The June 2007

staff report of the Article IV consultation and fifth review of the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) acknowledge the importance of producing
the monetary survey and that the TAs helped to improve the quality and coverage of monetary data.
Data from Central Bank Survey and Depository Corporations Survey are routinely included in the staff
monitoring reports. Because of the progress made in improving the monetary and finance data, the
quality of the analysis and forecasts underlying the December 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) was better than its predecessor”’.

250.  Compilation of a Depository Corporations Survey was included as an

indicative structural benchmark in the 2004 Emergency Post Conflict Assistance

Program (http://www.imf.org/external/pubs/ft/scr/2004/cr04325.pdf) and was

an integral part of monitoring performance under the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf). Iraq did not meet the structural
benchmark under the Emergency Post Conflict Assistance Program for the “development of a
monetary survey” by March 2005. At that time, a preliminary Central Bank Survey was compiled
broadly in accordance with MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/), albeit with
a number of shortcomings related to coverage, classification, and valuation. By July 2005 most of
these problems had been corrected and a preliminary Other Depository Corporations (Commercial
Banks) Survey had been developed to complete a monetary survey and the structural benchmark to
develop a monetary survey was deemed to have been met. However, issues regarding coverage and
quality of the data remained and the TAs provided continuing support to address them. Another
strong indicator of the relevancy of the Monetary and Financial TAs is in the March 2008 edition of
the IFS, the coverage of monetary data was significantly improved for Iraq.

3. Consistency With Government Priorities

251.  The topics covered by the TAs were consistent with government priorities. In response to a
survey question, senior officials from CBl and COSIT said that they strongly agreed with the
statement that improving the national accounts, consumer prices, balance of payments and monetary
and financial statistics was among their top institutional priorities. Overall the TAs were rated as
relevant, bordering on highly relevant, for this sub-criteria.

252.  Improving macroeconomic statistics has been a consistent priority of the Government. For
example in the Memorandum of Economic and Financial Policies for the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), the Government committed to continue its
efforts, supported by IMF TA, “to improve the accuracy, coverage, and timeliness of macroeconomic
statistics” and, despite serious capacity constraints, to submit economic and financial data to the
Fund within the time lines specified in the Technical Memorandum of Understanding. Senior COSIT
officials confirmed to the evaluation team that improving the national account statistics and the CPI
were high priorities.

253. The Government uses national account data to formulate its economic policies and to
monitor economic performance. For example the letters of intent from the Governor of the Central
Bank of Iraq and the Minister of Finance and the related Memorandum of Economic and Financial
Policies sets targets for GDP growth, discuss any shortfalls and propose policy measures to improve
economic performance.

254.  The Government uses the CPI to monitor inflation and to formulate monetary policy. During
the evaluation high inflation was a persistent problem. The authorities tightened their exchange rate
and monetary policies to fight inflation. After August 2006, CBI started issuing its own securities and
raised the policy interest rate in a number of steps from an average of 7% in 2006 to 20% in January

" The report on the 2007 SBA (http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf) included the Monetary
Survey with data from 2005 and forecasts until 2009.
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2007. The exchange rate®® appreciated and gross international reserves increased. As a result of
these policy measures, inflation declined in 2007, although continued efforts are needed to reach
single digit levels. Further evidence of the importance of the CPI for CBI is provided by the
publications page of CBIl's website. One of the four English publications is a press communiqué
dated 18 October 2006 on current positive signals in the general price level. The evaluation team
could not read the full document as it was in Arabic. However, the fact that it was posted as a public
document indicates the importance that CBI places using the CPI in policy making.

255. There was a difference of opinion between COSIT and IMF on the issues to be covered in
the CPl workshops. COSIT requested a course for price enumerators. There are many countries
where the CPI methodology59 was good but the integrity of the data was compromised by
inadequately trained or motivated enumerators. While training of price enumerators is important, it is
a lower level of training and should be done by in the local language, in country. IMF is rarely
involved in providing training to enumerators. Rather, IMF’s input is, rightly, at a higher level (e.g.,
establishing the base year; sampling strategies; weights; questionnaire design; statistical techniques
for compilation; inputs into the expenditure survey design). Often problems at the level of price
enumerators are not so much technical as issues related to things like the funding to go to the field
or, in the case of Iraq, security. However, enumerators do have to be briefed on the importance,
purpose and reasons for the price surveys.

256. Feedback from CBI officials acknowledged the importance of the support that TAs provided
to improve BOP data. Trade data (e.g., imports and exports by country of origin/destination and SITC
codes) and BOP data are included in the annual statistical bulletins®® published on CBI's web page.
BOP calculations include several key parameters that are monitored and used to help make major
economic management decisions (e.g., trade balance, current account balance and overall balance
as a percent of GDP; reserves in months of imports of goods and services; impact of debt
forgiveness). As of 1 January 2008, data on net foreign reserves was available on CBI’'s home page
up to 13 December 2007.

257.  Feedback from CBI officials acknowledged the importance of the support that TAs provided
to improve monetary and finance data. In particular, the introduction to the 2006 Statistical Bulletin
states that the data, including that strengthened with IMF TAs, is “of significant importance for
preparing studies and necessary analysis to develop monetary and financial policies in the Iraqi
economy.” The introduction acknowledges IMF’s role in undertaking the monetary survey, saying that
it “was prepared according to the basis set by the IMF.” The results of the monetary are published on
CBI's web page, although the monthly data covers the period from December 2004 until April 2006.
However, more current data is available. By the end of 2007, IMF had data up to September 2007.
Monetary policy decisions must be based on sound, timely data. The Fifth Review Assessment of the
2005 SBA (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) reported that the Structural
Benchmark requiring CBI to adopt a Board-approved timetable for the full implementation of IFRS as
the financial reporting framework was met on 1 April 2007.

258.  Improving government financial statistics, at a conceptual level, was consistent with

the Government'’s priority to improve fiscal management, budget execution and fiscal policy
making. An examination of the five reviews of the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and discussions with MCD staff indicate
that the Government places a high priority on improving fiscal management. Despite the apparent
consistency of GFS and MOF'’s priorities, MOF did not take the actions recommended by the 2005

*% Given weaknesses in the instruments needed for monetary management, management of the currency is a key
policy instrument.

59, e., the weights, scope, valuation, aggregation formulae, sampling of outlets and items and treatment of
missing and seasonal items.

% The 2006 bulletin included revised BOP estimates for 2005 and preliminary estimates for 2006.
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GFS mission or establish a GFS Unit by the target date of mid 2005. While one Iraqi did attend the
May 2007 regional GFS course held in Abu Dhabi together with the Arab Monetary Fund, the
participant was from CBI — an agency that is not directly engaged in compiling GFS. MOF did not
propose any participant. Also, MOF has not responded to annual letters requesting fiscal data in the
GSF format for the central government that could be published in IFS. Given these indications of a
lack of Government ownership, STA was correct in not processing or implementing GFS TAs.
However, the lack of follow up by MOF on implementing the recommendations of the 2005 GFS
mission or the decisions not to send a representative to the 2007 GFS regional course were never
mentioned in the revised versions of the Statistics Strategy or the reports to the donors. That
documentation indicates that improving GFS was a continuing priority for STA and that the lack of
engagement reflected STA'’s inability to find appropriate staff or experts.

259. Part of the issue appears to be related to sequencing and the respective roles of STA and
FAD in this area. While STA has not been involved, FAD TAs and the USAID funded consultants
supporting FMIS development and other budgetary and accounting system reforms. In 2007 the
Government adopted a new chart of accounts and budget classification that was consistent with
GFSM 2001. As stated in the Memorandum of Economic and Financial Policies for the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf), the Government recognized that much
remains to be done to strengthen the effectiveness and transparency of budgetary management.
External support for the FMIS, which had started on a trial basis in January 2007, was terminated
following the abduction of an external consultant in May. As a result, and in light of the difficulties
experienced to adapt this system to MOF’s, the FMIS is no longer in use. TA has been requested
from IMF to help identify priorities for modernizing public financial management and a Memorandum
of Understanding has been signed by USAID and MOF to resume work on the FMIS. Adopting an
action plan to modernize the government's financial management system by 31 July 2008 is specified
as a structural benchmark in the 2007 SBA
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf). IMF should engage in discussions to see if
MOF would now put a higher priority on receiving STA GFS TA than in the past.

4, Coordination With Development Partners

260. IMF learned that good donor coordination was important from working in post conflict
countries. Donor coordination was discussed in the 2003 Program Framework.®' Among other things,
IMF TA is provided in close coordination with other donors, IMF usually takes the lead in the fiscal,
monetary and statistical areas, often supported by other agencies, and IMF may be able to advise the
authorities on how to monitor and promote donor coordination. Good coordination with other
development partners increases the relevance and effectiveness of IMF's TAs. The typical
model is for IMF to provide assistance on best international practice and the methodology
included in the current versions of IMF manuals (e. g, SNA93; BOPM5; MFSM 2000 and GSFM
2001 and other donors to play the lead role in addressing issues related to the source data (e.g.,
undertaking surveys), demographicst, large scale capacity building efforts of statistical agencies and
improving the hardware and software. While there were some examples of good practice for some of
the TA clusters, overall the rating in this area was on the margin between good and modest, the
lowest rating of the four relevancy sub-criteria.

261. The Project Framework for the first national accounts TA identified the need for good
coordination with bilateral donors supporting COSIT®. In 2003 two BearingPoint statistical advisers
were working in COSIT. In 2007 there was one adviser in COSIT working on SNA93

! See paras 5, 7 and 12 in the 2003 Program Framework for a Multidonor Technical Assistance Subaccount for
Iraq.

®2 The last census was undertaken in 1997. Vital statistics (e.g., births and deaths) are unreliable. There is no
accurate information on the population displacement, emigration and deaths following the 2003 war.

% The Project Framework, document STA_IRQ_IRQO004, includes the following sentence: “Improved coordination
with bilateral and international agencies providing assistance in the area of statistics is also expected”.
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http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) and chart of accounts. Initially there was
some coordination with BearingPoint consultants working in COSIT. However, this diminished after
2005. The 2005 National Accounts statistics Project Profile stated that USAID funded contractors
(e.g., BearingPoint; The Consulting Group) were providing some technical assistance in
macroeconomic statistics but that the extent and effectiveness of that assistance is difficult to
determine. Exactly the same statement appeared in the 2007 Project Profile. Two years later, IMF
should have had a better understanding on what was being achieved under USAID funded work and
made more proactive efforts to develop synergies. From the documents reviewed, there appears to
have been little coordination between BearingPoint consultants and STA for national accounts
statistics.

262.  The Project Framework for the first price statistics mission identified a need for coordination
with other donors. Excellent synergies were developed between IMF and the World Bank to improve
the CPI. The World Bank supported the 2007 Household Income and Expenditure Survey that will be
used to rebase the CPI and to extend its coverage in Kurdistan. From the documentation reviewed, it
is not clear that STA shared information related to efforts to improve price statistics with USAID
financed contractors, invited the experts financed by other donors to workshops or tried to leverage
the presence in-country experts to support the implementation plans developed at the workshops.

263. Donor coordination was not viewed by IMF as an important issue for the BOP TAs since the
project profiles state that no other donors were involved in providing assistance in this area. While
this is true in the narrow sense, other donors were involved in strengthening macroeconomic
management, the financial sector and statistics more generally (e. g., USAID; US Treasury; World
Bank; DFID). Going forward more coordination will be needed with other donors who might have an
indirect interest in BOP issues or will provide support that could help to improve source data by
undertaking surveys, improving customs or with UNCTAD that is helping to strengthen MOF’s debt
management system. It will be important for STA and CBIl to be aware of planned surveys to
maximize the synergies between those surveys and improved source data for BOP statistics.

264. The most effective donor coordination for the STA TAs related to the Monetary and Financial
TAs. The TA Profile noted that the work of BearingPoint consultants in the area of banking
supervision would complement IMF’s TAs in this area. Coordination was operationalized at a
practical level by inviting BearingPoint consultants to attend three of the four workshops. This was
good practice as it avoided duplication and created conditions so that the in-country advisers could
work with the CBI officials to help implement the work programs agreed on at each workshop. While
this coordination was excellent, documentation reviewed by the evaluation team did not mention
coordination with the US Treasury, particularly their consultants stationed in the Green Zone®, and
the Federal Reserve. While MCM has established a strong coordination mechanism with those
donors, STA did not.

265.  There was good coordination in the area of government finance statistics between STA, FAD
and the World Bank during the joint 2005 GFS mission. However, that joint initiative was not
sustained by STA. While IMF has a competitive advantage providing leadership and training related
for GSFM 2001 (http://www.imf.org/external/pubs/ft/mfs/manual/), coordination with others working in
the fiscal area is still important to develop synergies that could reinforce the systems needed to make
improvements in the government finance statistics possible and effective. Other donors (e.g., the
World Bank; DFID) have been supporting Iraq in the area of fiscal reform. DFID indicated to the
evaluation team that there was some disappointment regarding IMF’s lack of coordination, sharing of
information, providing information on planned workshops and efforts to develop synergies with in-
country advisers working in the area.

266. Recurring themes that affected all of the STA TAs were that weaknesses in the source data
and a lack of coverage of Kurdistan. Given the security situation, it is a major challenge to undertake
surveys to improve source data. Nevertheless COSIT, with the help of some donors, has undertaken

* These advisers are helping to improve data on the banking sector which compliments STA’s work.
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large scale surveys. There has been ongoing coordination between IMF and the World Bank in this
area (e.g., Household Income and Expenditure Survey; Enterprise Survey). Information on the COSIT
web page shows that: (i) DFID funded the 2006 Rapid Household Income and Expenditure Survey
(3,160 randomly selected households); (ii) UNDP supported the 2005 Iraqi Living Survey (21,668
households); and (iii) UNICEF supported the 2006 Multiple Indicator Cluster Survey (18,144
households). The last two surveys covered all 18 governates in the country. The experience of other
donors indicates that it is possible to undertake large scale surveys, even in difficult security
conditions, and that there are ways to cover Kurdistan. In the material reviewed by the evaluation
team, there is no evidence that STA made pro-active efforts to coordinate with other donors, other
than the World Bank, to mobilize support to undertake the surveys that were needed to address data
gaps. COSIT was in a better position than IMF to have an overview of the sum total of assistance
provided by all TA providers. In the material reviewed, there is no evidence that COSIT played a pro-
active role in encouraging IMF to coordinate with other donors.

267.  Going forward there should be a more pro-active donor coordination effort in the statistical
area. This conclusion reflects the following considerations: (i) IMF’s strength is providing the
methodological training and guidance related to best international practice, as defined in IMF
manuals; (ii) other donors normally finance the surveys that are necessary to improve the source
data and capital investments in information technology, hardware and software that are necessary for
a modern statistical agency to function efficiently; (iii) STA could be actively engaged with the donor
community to help COSIT set overall priorities to use its scarce resources most effectively to improve
source data; (iv) in-country statistical advisers financed by other donors could support the
implementation of the action plans agreed at the workshops and provide feedback to IMF on
government priorities. Pre-requisites for such a strategy would include: (i) Government agreement
that IMF should play such a role; and (ii) IMF would allocate sufficient resources to undertake this role
— donor coordination is not a free good. While the TAs have helped to strengthen the skills of Iraqi
statisticians in applying best international practice, making the best use of available data, identifying
gaps in data quality and coverage and making some suggestions on survey design and the use of
new data, STA’s TAs will only be truly effective if the issues related to data quality and coverage are
addressed. More pro-active donor coordination is needed to reach this goal.

268. There are regional resources that could be used to improve the relevance and effectiveness
of STA TAs: (i) the Middle East Technical Advisory Center (METAC);*® and (ii) the Arab Monetary
Fund®. METAC has expertise in multisector statistics. An expert from METAC was involved in one
BOP mission, something that CBI staff appreciated. This was a good attempt to develop synergies
between METAC and STA, a model that could be used more frequently in the future. Given its
location and Arabic language capabilities, METAC might be in a position to undertake the myriad of
logistical issues related to planning and implementing the workshops more cost effectively and
efficiently than staff in Washington®. In CBI’s response to the evaluation team’s questionnaire, it was

® In late 2004 IMF established METAC in Beirut, with financial support from 13 donors, to better coordinate and
manage its technical assistance services across the region. METAC provides assistance in the areas of banking
supervision, public financial management, multi-sector statistics, and revenue administration through in-country
workshops, training assignments to institutions in IMF member countries and regional training courses.

% The objectives of the Arab Monetary Fund are to: (i) correct disequilibria in the balance of payments of
member States; (ii) remove of restrictions on current payments between member States; (iii) establish policies
and modes of Arab monetary co-operation; (iv) provide advice on policies related to the investment of the
financial resources of member States in foreign markets; (v) promote the development of Arab financial markets;
(vi) promote the creation of a unified Arab currency; and (vi) promote trade among member States. Among other
things, the Arab Monetary Fund provides technical assistance and training to banking and monetary institutions
in member States. See http://www.amf.org.ae/.

7 IMF’s resident office in Amman could also provide such assistance if its human and financial resources were
augmented appropriately.
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suggested that the Arab Monetary Fund could be used to give CBI more exposure to the experience
of other Arab countries in the area of Monetary and Financial® and BOP statistics.

% Courses on Monetary and Financial Statistics are held at the Arab Monetary Fund and CBI staff participate in
those courses.



-79 -

E. Assessment of the Efficiency of the Statistics TAs

269. The statistical TAs as a group is rated as an efficient use of resources (see Table E3). All of
the dimensions were rated as efficient. There were some differences among the TA clusters. The
Monetary and Financial and BOP TAs were rated as highly efficient, albeit borderline. The National
Accounts and Price Statistics TAs were rated as partly efficient, but well above the midpoint in the
range. The Government Finance Statistics TA was rated as not an efficient use of funds. Support for
the ratings follows Table E3.

Table E3: Assessment of the Efficiency of the Statistics TAs

Criteria . a
Criteri Weight Rating
rtena (%) NA | cPl T BOP] MF | GF [ score’
30 26 21 18 5 100
1. Process and Implementation Efficiency
30 3 3 3 3 1 29
2. Consistency of Engagement 30 2 2 4 4 1 2.7
3. Efficient Use of Resources 30 2 2 4 4 1 2.7
4. Timeliness 10 3 3 3 3 1 29
Overall Efficiency Rating/Score 24 24 3.6 3.6 1.0 2.8
al = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ =Weight by % of TA Budget Allocated to TA group, excluding multisector statistics mission
Highly Efficient (Excellent) 2 3.5; 3.5 < Efficient (Good) 2 2.5; 2.5 < Partly Efficient (Modest)< 1.5;
Not Efficient (Poor) < 1.5
NA = National Accounts; CPl = Consumer Price Index; BOP = Balance of Payments; MF = Monetary and Finance; GF =
Government Finance

1. Process and Implementation Efficiency

270. The evidence reviewed by the Evaluation Teams suggests that STA’s internal management
of the TAs was generally efficient. The TAs programmed and those that were delivered were
consistent. Logical frameworks were prepared that clearly identified the objectives, inputs, activities,
output and outcomes for the TA and monitoring indicators. Technical notes were prepared in advance
to guide the work of the missions. The Back to Office reports (BTOs) provide evidence that: (i) the
missions followed up on the recommendations of the previous missions; (ii) provided hands-on
training related to best international practice as given in the various IMF manuals, data collection,
compilation, and dissemination practices; and (iii) agreed on post workshop action plans. There was
an element of self assessment for most missions available in the TAIMS®®. Undertaking such self
evaluation on the basis of the mission objectives and tasks set out in the project framework is good
practice.

271.  Feedback from CBI and COSIT indicated that: (i) the workshops provided practical advice; (ii)
IMF staff and experts worked well with the workshop participants and considered their views; and (iii)
IMF staff and experts were well qualified in data collection, compilation and dissemination practices.
The reply received for the Monetary and Financial TAs was particularly positive with senior CBI staff
strongly agreeing with positive statements in these areas. The responses for the BOP indicated that
they agreed, as opposed to strongly agreeing, with the statements. COSIT advised the evaluation
team that areas that the National Account and Price Statistics workshops could have better covered

% Mission achievements are rated on a four point scale: Fully Achieved; Largely Achieved; Partially Achieved;
Not Achieved.
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included: (i) using national accounts software to calculate product income and accumulated accounts;
and (ii) review of the methodology of fixed capital formation and the methods to evaluate assets that
have been destroyed.

272.  The format of the CBI balance sheet portion of the monetary data required by STA and MCD
differ. If unresolved, this would have detracted from the process efficiency of the Monetary and
Financial TAs. This problem has been addressed and bridging tables have been developed, so that
CBI could report the data only once to STA. This issue had its roots in the fact that initially there was
no monetary survey. In its absence, MCD needed some data to compile a CBI balance sheet in a
format that could be used for monitoring. For consistency purposes, MCD will continue to use the old
format for monitoring which means that different formats are used for the monitoring results reported
for the 2005 SBA (http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and the monetary survey.
MCD will use their format until the end of the program and then convert to the format based on the
monetary survey.

273. The Government Finance Statistics TA was in a different category than the other TAs. Only
one GFS mission took place during the entire evaluation period and STA’'s GFS TA was never
implemented. The reason consistently cited in the documentation” reviewed by evaluation team for
the failure to mount GFS missions was that no suitable staff was available. The inability to mobilize
appropriate staff suggests that STA did not manage the process efficiently for the GFS TA. During the
evaluation STA staff advised that other reasons also contributed to the lack of follow up: (i) STA TA
program is delivered on the basis of priorities set by MCD and specific requests received from
national authorities; (ii) assistance in the fiscal area was provided by FAD rather than STA; and (iii)
MOF did not implement the recommendations of the 2005 GFS mission.

2. Consistency of Engagement

274.  Consistent staff involvement from both the executing agency and IMF helps to improve
efficiency since it avoids the need for new staff to come up to speed, builds trust and makes it easier
to build on the progress made in earlier workshops. During the evaluation period there was consistent
engagement by IMF for the National Accounts, Price, BOP and Monetary and Financial TAs although
there was a break on one year, 2006, for the National Accounts and Price Statistics TAs. The one
exception to consistent involvement was the GFS TA. There was reasonable continuity of IMF staff
and experts involved in the TA clusters. The same people were involved from the IMF side for the
BOP and Monetary and Financial TAs. Turnover from the IMF side was not a problem for the National
Accounts and Price TAs. The same experts were involved in the four workshops in both clusters that
took place in 2004/2005, although a new expert was involved when operations resumed in these
areas in 2007.

275.  The continuity of engagement from the government side varied across TA clusters. There
was exceptionally consistent engagement of CBI staff for the BOP”" and Monetary and Financial TA
clusters. The pattern was different for the TA clusters involving COSIT (i.e., the National Accounts
and Price Statistics TAs). For the 2004 workshops in those areas the participants were appropriately
selected and brought the source material and data necessary for the provision of hands on training.
However, by 2005 there were concerns about participant selection, in terms of both turnover among
participants and the suitability of some. Of the 24 people who attended the National Account
workshops, 19 attended one workshop and the other 5 attended two workshops. The pattern was
broadly similar for the CPI workshops. Twenty five of the 32 participants attended only one workshop.
Four attended two workshops and one each attended 3, 4 and 5 workshops. Fortunately, the most
consistent attendees for the CPI workshops were an assistant chief statistician and the director of the

" Reports to donors and updates of the Statistics Strategy.

" A January 2008 mission reported that the BOP director had left CBI. She had a wealth of experience. Future
BOP TA missions will need to help rebuild that capacity.
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CPI Unit". Consistency of attendance by senior staff helped to ensure that the knowledge transferred
at the workshops was actually applied. For some of the Price Statistics workshops the participants
included people from COSIT Baghdad and one participant each from several governates. Training
that involves only one person from a governate is unlikely to reach the critical mass that is necessary
to introduce new procedures when people return to their governate. Further, sometimes inappropriate
COSIT staff attended the Price Statistics workshops in 2005 and 2007. Problems with participant
selection and continuity undermined the efficiency of the National Accounts and Price Statistics TAs
and resulted in some workshops being repetitive.

276. To increase the efficiency and effectiveness of the workshops, IMF advised their
counterparts in advance of the topic of the workshops, the target participants and asked them to bring
worksheets from Iraq with actual data that could be analyzed in the workshops. This worked well for
the BOP and Monetary and Financial TAs. For those workshops appropriate participants attended
and brought the source data. Similar good results were achieved in the 2004 workshops for the
National Accounts and Price Statistics TAs. However, for the 2005 workshops in these areas, there
were problems73 associated with participant selection and the necessary data was not brought to the
workshops“. Rather than using Iraqgi data, data from Jordan was used to illustrate the concepts
covered by the workshops. These factors undermined the process and implementation efficiency of
those workshops. STA brought these issues to the attention of COSIT in March 2005. However, the
problems were repeated in the workshops held in December of that year.

3. Efficient Use of Resources

277. The expenditures for STA’'s TAs were analyzed in two categories — the cost of experts and
the cost of participants (e.g., the cost of airfare, accommodation, per diem, etc). The expenditures
were about equally divided, 49.1% for participants and 50.9% for experts. Expenditures on experts
were largely independent of whether workshop and seminars were held in Baghdad or elsewhere in
the region, assuming that the amount of preparation and length of the workshops would be the same.
The c%st of participants was estimated to be the incremental costs associated with the offsite delivery
mode"".

278. To ensure consistency between the estimated number of participants and participant days
and financial data, the cost per participant and cost per participant day were estimated from budget
data. Most of the workshops, ranging from one to three weeks, took place in Amman but a few took
place in Abu Dhabi. The cost per participant was about $4,000 and the cost per participant day
averaged about $400. For the longer the workshops, the fixed portion of the participant costs (e.g., air
fares) were spread across more participant days. These estimates exclude any provision for the
overhead charges paid to IMF.

279.  The participant costs would not have been incurred if it were possible to deliver the TAs in
Iraq. To determine whether the offsite delivery model was an efficient use of funds, the proper
comparison for cost efficiency would be the cost of delivering the services onsite in Iraq. The security
cost per trip outside of the Green Zone is about $15,000. In the current conditions, the cost of
stationing an expert in the Green Zone is estimated to cost between $750,000 and $1,000,000 per
year. Using these comparators, the expenditures on the offsite model appears to be an efficient use
of resources.

"2The Director of the CPI unit attended most sessions, except for 2005 when he attended an IMF Price
Index training session and was also present at the Joint ILO/ECE Meeting on CPls in Geneva.

3 Problems in participant selection are experienced by other donors funding out of country workshops.

™ IMF made a written request for participants to bring the source data used to compile the latest annual and
quarterly GDP estimates to the mission site. Most of the source data was not brought with the participants.

" The cost of participants included the cost of airfares, accommodation, per diems and venue costs. The cost of
experts would be broadly similar in both the onsite and offsite delivery models.
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280. In some cases the efficient use of resources was undermined by inappropriate participant
selection and a lack of preparation by COSIT staff attending the workshops. For example, In the
December 2005 workshop, only 2 of the 7 participants were directly involved in compiling the CPI; in
the February 2007 workshop 4 or the 6 participants were CPI compilers and 3 of 6 in the November
2007 workshop. The other participants were data collectors. This suggests that nearly half of the
expenditures for those workshops was used to train the wrong people who were unlikely to apply the
knowledge gained on the job. A similar issue arose for some of the National Accounts TAs. From this
perspective, the Monetary and Financial and BOP TAs were a more efficient use of funds.

281. The GFS TA was an inefficient commitment of funds, given that it has not been spent several
years after the budget was allocated.

282.  The administrative demands for organizing missions in the Middle East for the offsite delivery
of Iraq TAs are substantial. From a cost efficiency point of view, it would appear to be more efficient if
it were possible for staff located in METAC to undertake the myriad of logistical issues related to
planning and implementing the workshops than staff in Washington.

4, Timeliness

283. Assessing timeliness involves examining whether: (i) the TA was provided when it was
needed; and (ii) there were any delays in delivering the assistance that were controllable. Because of
the security situation it has taken longer than expected to achieve results, a common lesson from IMF
experience in post conflict situations. While delivering specific missions, workshops and training as
planned on an annual basis would be rated as good, given the overall delays experienced in
achieving results few, if any, TAs would be rated as excellent on the timeliness sub-criteria.

284.  Some of the statistics TAs were processed very quickly after IMF resumed operations in Iraq.
For both the national account and prices statistics TA clusters, there were two workshops in both
2004 and 2005. Operations began more slowly in the other areas. The first BOP TA mission was
originally planned for May 2004 but was deferred for about a year because of security concerns.
Once the initial BOP TA mission was mounted in 2005, the subsequent TA execution dates were
consistent with the work plan timetable. Development of a monetary survey was included as a
structural benchmark in the Emergency Post Conflict Assistance Program, and compliance was
delayed. In 2004, STA collaborated with a USAID expert, a former STA staff, who was providing
assistance to CBI in this area. Several informal meetings with that expert provided inputs to the
planning of the 2005 Monetary and Financial TA.

285.  The overall conclusion when reviewing the planned and actual delivery of STA TAs is that,
with the exception of the GFS TA, they were generally programmed and delivered in a timely manner,
given the difficult operating conditions. The experience gained under the statistics TAs is consistent
with the lesson learned in many other post conflict situations — it takes longer than expected to
achieve results. In all of the TA clusters, the achievement of the overall goal, that Iraq produces
statistics that reflect best international practice, is a work in progress and has yet to be achieved.
Largely because of the security situation in Iragq, COSIT could not conduct many of the censuses and
surveys that the 2003 Multisector Statistics Mission expected would be undertaken during 2004.
Many of the tasks in the original work programs were predicated on the assumption that these
surveys would be undertaken as scheduled. Because the difficult security situation persisted much
longer than anyone expected in 2003, resources could not be committed as rapidly as was
anticipated in the 2003 Program Framework. The original timelines to achieve the outputs for the TA
clusters were over optimistic and the work plans had to be updated and timelines extended. This was
a pragmatic decision related to operating in difficult circumstances.

F. Assessment of the Effectiveness of the Statistics TAs

286. Overall, the STA TAs were rated as effective (see Table E4). Senior officials from CBI
strongly agreed with the statement that improvements in the monetary survey and BOP statistics
reflected the advice provided under IMF TAs. Senior officials from COSIT indicated on the evaluation
team’s questionnaire that the TAs had a positive, substantial impact on improving national accounts
statistics and the CPI. All sub-criteria were rated as effective, although some scored higher than
others. There were differences in the effectiveness ratings of the various clusters of statistical TAs.
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The Monetary and Financial TAs were rated as highly effective and the BOP and Price Statistics
TAs were rated as effective. The national accounts TAs were rated as partly effective and the STA
GFS TA was rated as not effective. The details supporting these ratings are given in the paragraphs
that follow Table E4.

287. There have been improvements in the quality, integrity, timeliness and disclosure of
macroeconomic statistics. However, despite this progress, with the exception of the monetary survey
and data on reserves, after four years of engagement most data is not compiled in a manner that
reflects best international practice and can be published in the IFS.

Table E4: Assessment of the Effectiveness of the Statistics TAs

Criteria . a
Criteria Weight i
(%) NA CPI BOP MF GF Scoreb

30 26 21 18 5 100
1. Use of TA Outputs 30 2 3 3 4 1 2.8
2. Desired vs Actual Outputs 30 2 3 3 4 1 2.8
3. Effectiveness of Offsite Delivery Mode 10 9 2 3 4 1 25
4. Significance of Contribution to
Developing Core Economic Functionsl/| 30 3 3 3 4 1 3.1
Institution Building
Overall Effectiveness Rating/Score 100 2.3 2.9 3.0 4.0 1.0 2.8
a/ = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor
b/ =Weight by % of TA Budget Allocated to TA group, excluding multisector statistics mission
Highly Effective (Excellant) 2 3.5; 3.5 < Effective (Good) 2 2.5; 2.5 < Partly Effective (Modest) = 1.5;
Not Effective (Poor) < 1.5
NA = National Accounts Statistics TAs; CPI = Price Statistics TAs; BOP = Balance of Payments Statistics TAs; MF = Monetary and
Finance Statistics TAs; GF = Government Finance Statistics TAs

1. Use of TA Outputs

288. National Account TAs: The TAs focused on helping to make best use of available data and
improving the accuracy of statistical techniques in compiling the national accounts. Examples of
outcomes that can be attributed to the national statistics TAs include: (i) providing hands on training,
advice and guidance for compiling national accounts according to the 1993 SNA and editing and
validating data covering both current and constant price estimates; (ii) improving annual GDP
estimates (e.g., expenditure and production approaches; value added in agriculture, construction,
transportation and services); (iii) reviewing data sources and methods for quarterly GDP estimates,
particularly the deflators and production indices used for constant price estimates; and (iv)
contributing to the progress made in filling gaps in the data.”® A senior COSIT official advised IMF in
2005 that the national accounts TAs did not improve the quality of COSIT staff or contribute to the
implementation of the SNA 93. It was felt that the material covered in the workshops was repetitive
and that there was insufficient delivery of a new or advanced experience. However, feedback to the
evaluation team indicated that there is a widespread view that progress has been made to improve
national accounts’’.

e Examples include: (i) beginning in 2005 to collect quarterly indicators on mining, manufacturing, and electricity;
(i) undertaking a special survey during 2005 to measure the war’s impact on fixed assets; (iii) a quick household
survey conducted in 2005 to revise the 2002 household income and expenditure survey.

" In addition to the evaluation team, IMF, COSIT, USAID and some World Bank staff share this view.
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289. Price Statistics TAs: Examples of outcomes related to the CPI TAs included: (i) a
reasonably robust CPI is available on a timely basis;"® (i) technical improvements in the data;”®
(iii) provision of technical guidance on how to extract the weights from the World Bank supported
2007 Household Income and Expenditure Survey, defining the basket of items for pricing, improving
the sampling of outlets, and price collection;*® and (iv) basing the weights for the 2007 CPI for
regional indices on the proportion of total consumption expenditure rather than population. The CPlI is
made public through an announcement by the Planning Minister on the tenth of the following month.
As of the end of 2007, the September 2007 CPI was available on COSIT’s web page. It is not clear
how much credit for a better CPI can be attributed to the TAs, given concerns about the inappropriate
participant selection, the fact that in 2005 a senior COSIT official advised IMF that the price statistics
TAs had not improved the quality of COSIT staff compiling the CPI and the fact that in 2003 IMF
concluded that the CPI was timely and sound. Offsetting these factors was the feedback of a senior
COSIT official to the evaluation team that the TAs had a positive, significant impact on improving the
CPI quality and timeliness.

290. Balance of Payments TAs: Compiling BOP statistics in a manner that is consistent with
international standards is a long and difficult process. Compared to 2003, improvements have been
made in the BOP collection and compilation methods. Through the provision of hands on training, the
TAs helped the Balance of Payment Statistics Division implementing the BPM5
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) methodology. Examples of specific
achievements attributable to the BOP TAs include: (i) exchange rate problems that initially
undermined the credibility of BOP estimates have been resolved; (ii) publishing international reserves
data, compiled in a manner that is consistent with international standards in the October 2006 and
subsequent editions of the |IFS; (iii) compiing the BOP data with a BPM5
(http://www.imf.org/external/pubs/cat/longres.cfim?sk=575.0) breakdown into the current, capital, and
financial accounts; (iv) from June 2006 banks, including one of two banks in Kurdistan, began
reporting using the international transactions reporting system form; (v) incorporating additional
nonbank data sources; and (vi) better sharing of information within CBI and better coordination
between CBI and COSIT’s Trade Statistics Division. Senior CBI staff strongly agreed with the
statement that the improvements in the BOP statistics reflect the advice provided in the workshops.
However, they only agreed, as opposed to strongly agreed, that the workshops provided practical
advice in implementing the BPM5 (http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0)
methodology. Annual BOP data is included in the Annual Statistical Reports posted on the CBI
website. At the end of 2007, the most recent BOP data on the CBI website were the preliminary
estimates for 2006.

291. Monetary and Financial TAs: Major outcomes attributable to the TAs include: (i) adequate
monetary data reporting to the IMF for surveillance and publication in the March 2008 edition of IFS;
(i) improved quality and coverage of monetary data®’; (iii) improved sectorization, classification, and
valuation of financial instruments in the monetary survey; and (iv) reporting monetary data to IMF

® Thereis a general CPI, one excluding oil and indices for the CPl components (i.e., rent, miscellaneous goods
and services, medical services, transport and communications, fuel and light, household goods, clothes cloth and
shoes, tobacco and alcohol and foodstuffs).

7 Examples include: prices are collected quarterly; the number of products covered in the CPI increased; the
treatment of controlled tariff prices, missing items and seasonality has improved.

8 The Classification of Individual Consumption by Purpose was adopted for both the new CPI and the Household
Income and Expenditure Survey.

8 Progress has been made in improving the institutional coverage of the broad money survey in accordance with
the MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/) methodology. A list of financial corporations
has been developed, forms developed and trial balances reviewed. However, implementing the survey and
collecting and compiling the data will require more time.
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using the Standardized Report Forms®?. Senior CBI staff agreed strongly with the statements that the
missions provided practical advice in designing and implementing the monetary survey, something
that is also acknowledged on CBI's webpage. The Iraq page in the 2007 IFS contained very little
information. Although Iraq began providing monetary data in 2006, issues related to timeliness and
detail precluded publication in the IFS. Because of the continued progress, monetary data, consistent
with MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/), was shown on the Iraq country
page in the March 2008 edition of the IFS and IFS Supplement. The additional data published in the
IFS Supplement resulting from the TAs included the Central Bank Survey, the Other Depository
Corporations Survey, the Depository Corporations Survey, monetary aggregates (based on
the definition in the MFSM) and interest rates. The information to be published in the IFS Monthly
includes Monetary Authorities, Banking Institutions, the Banking Survey and interest rates. This is a
major, positive achievement that is clearly attributable to the Monetary and Financial TAs. The
accompanying metadata data documents the current deviations of Irag's data from international
standards, which point to areas that need further improvement.

292. GFS TA: No achievements can be attributed to the STA GFS TA.
2. Desired vs. Actual Outcomes

293. National Accounts TAs: There is a widespread view that significant progress has been
made to improve national accounts compared to the 2003 situation®®. A consistent time series is now
available for national accounts data from 1997 to 2006 in current and constant prices84 and quarterly
data is produced, albeit with some delay385. While good information is available on crude oil
production, which accounts for 60% to 68% of value added, there are coverage and data quality
problems for the non-oil sectors. Despite four years of effort and the progress made, the national
accounts are still not fully consistent with the 1993 SNA and the data is not yet up to the standards
that it can be  published in the IFS®.  Implementation of  SNA93
http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) involves two aspects: (i) implementing
the related concepts and definitions; and (ii) implementing the accounts and aggregates. While
progress has been made on the former, for the latter, COSIT is still at the stage of the minimal
requirements’”, although work has started on annual expenditure aggregates and national quarterly
accounts. Examples of outstanding issues include: (i) classifications remain out of date; (ii) lack of
coverage of Kurdistan and some sectors®; (iii) poor source data, particularly related to external trade

8 Monthly monetary data for CBI and Other Depository Corporations is available from December 2004 to
January 2007. While there is a delay in publishing it on the CBI web page, IMF has access to more recent data.
However, for sound monetary policy making, more efforts should be made to improve timeliness.

8 |n addition to the evaluation team, IMF, COSIT, USAID and some World Bank staff share this view.
# The constant base year price needs to be updated as it is 1988.

8 A limited amount of national accounts data is published on COSIT’s web page. Consistent with the provisions
of the Statistics Act, COSIT releases national accounts data after approval of the Minister of Planning. To ensure
transparency and objectivity, best international practice is that statistical agencies make independent decisions
related to the disclosure of data.

% No timetable has been set for this although STA expects the annual data (e.g., current prices and volume
measures) to be improved in the short term, after which COSIT will consider publishing the data in IFS. In
October 2007, the Deputy Governor of CBI indicated that priority will be given to publishing data in the IFS.

87 Compiling SNA93 (http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) value added and GDP in
current and constant prices.

8 Examples include the informal sector, the building industry and parts of the service sector (i.e., business,
community, social, and personal services.
(continued)
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and capital formation; (iv) gaps and inaccuracies remain in the national accounts estimates®; and (iv)
the current and capital account for the institutional sector are not estimated following SNA93
http://www.imf.org/external/pubs/cat/longres.cim?sk=575.0). Addressing issues related to the quality
of the source data requires better surveys to be undertaken. The initial statistics strategy made the
point that there were many weaknesses in the coverage and quality of the source data and stated
that STA would make efforts to include northern Iraq in the national accounts estimates, implying that
surveys would be undertaken. The strategy further stated that such TA needed to be coordinated with
other donors with an on-site presence in Baghdad. The initial project profile indicated that IMF would
be involved developing a work program and identifying additional TA to improve data sources. In
practice STA did not devote significant resources to improve the source data nor did it work with other
donors to do so, other than working with the World Bank on the Household Income and Expenditure
Survey. Iraq applied to join GDDS in 2005 and appointed a GDDS coordinator®. Tragically, he was
one of four COSIT assassinated and has not been replaced. STA has not been able to have
substantive interaction in this area. Iraq joining GDDS is a long term objective. Priorities identified by
COSIT for future assistance included preparing input output tables, demand supply tables and GDP
estimates by governorates. The need for books and basic reference materials was also noted.

294.  Price Statistics TAs: The CPI is now significantly closer to international best practice than
was the case in 2003. However, despite the progress made over the past four years, the CPI is not
published in the IFS.”" During the November 2007 mission the CPI GDDS metadata were reviewed
and updated. The metadata requires official COSIT approval but this has not yet been received.
Some of the major issues identified in 2003/2004 remain outstanding (e.g., lack of coverage of
Kurdistan®’; need to rebase the CPI93). However, with the actions that have begun, there will be a
significant improvement in the CPI in 2008 as it will be based on 2007 weights and cover Kurdistan.
The World Bank supported 2007 Household Income and Expenditure Survey will provide the data
necessary to address these long outstanding issues. IMF has worked with COSIT and the World
Bank to provide methodological inputs and will provide training focused on staff from Kurdistan. By
working together, IMF and the World Bank are maximizing the return on the cost of undertaking the
Household Income and Expenditure Survey. Future TA is needed to complete the work related to
rebasing the CPI and developing regional indices. COSIT’s response to the evaluation team’s survey
requested future assistance for the producer, export and import price indices.

8 Examples as of 2007 included: (i) the communications sector was excluded from the GDP estimate; (ii)
inappropriate treatment of subsidies; (iii) poor estimates of trade margins; (iv) poor foreign trade statistics; (v)
inappropriate institutional classification; (vi) poor use of deflators; (vii) adjustments of population figures in per
capita estimates to take into account emigrants; and (viii) poor coverage of activities of foreign companies,
security companies, imports of the coalition forces and smuggling.

0 May 2005, a GDDS Workshop was conducted and draft GDDS metadata for almost all data categories was
drafted according to the Data Quality Assessment Framework underlying the Data Module of the Reports on
Observance of Standards and Codes. Participants and experts found the new, more structured format of the
GDDS metadata templates straightforward to complete, and noted the benefits of consistent and comprehensive
coverage of information in the four GDDS metadata dimensions. The Iraqi participants agreed to work with their
counterpart experts via email to complete remaining metadata details, after which STA staff would begin finalizing
the metadata with the GDDS coordinators. Despite this promising start, the GDDS metadata was not completed
and the authorities did not pursue formalizing Iraqi participation in the GDDS. The metadata now needs to be
updated.

! IMF staff advised that a decision to publish the CPI in the IFS would not be based only on the quality of the
CPI. There would have to be a number of timely and satisfactory series.

% There are 18 provinces, three of which make up Kurdistan. Although the CPI does not cover Kurdistan, where
17% of the population lives, the geographic coverage is comparable to the CPls in many other countries. In some
other countries, the CPI only covers major cities or in some cases only the capital. The weights for the CPI are
based on the 1993 household survey that did not cover Kurdistan.

% The September 2007 value for the CPI was 25,109.4 compared to the 1993 base of 100.
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295. Balance of Payments TAs: The 2004 CBI and Banking laws strengthened the legal basis
for compiling BOP statistics.** The quality of BOP estimates has improved. By the end of 2007, CBI
had submitted BOP data to IMF in BPM5S
(http://www.imf.org/external/pubs/cat/longres.cfim?sk=575.0) format for 2005 up to June 2007. This is
a significant improvement over the situation in 2003 when the BOP estimates were not reliable.
Despite the progress that has been made, issues remain related to the coverage, quality and data
integrity. Many of these problems are beyond the control of CBI as it requires source data from other
agencies. BOP estimates do not yet meet BPM5
(http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0) standards. Because of the outstanding
issues, the target for publishing the BOP statistics in January 2007 was missed. Publication is now
expected in the 2008 edition of the Balance of Payments Statistical Yearbook. However, the data will
only be published when agreement is reached with MCD that it meets the standards needed for
publication and the accompanying meta data explains the remaining deficiencies. The BOP meta
data was prepared in early 2008. While there is generally adequate and timely information available
on the oil sector®, there are issues related to the coverage and integrity of data related to non-oil
imports and exports of goods and services. Many of the problems identified in the 2004 Statistics
Strategy related to BOP statistics were also cited in the 2007 version of the statistics strategy.
Examples include: (i) problems regarding data quality®; (i) unreliable data from the non-banking
sector; (iii) transactions of nongovernmental organizations, foreign embassies, and international
organizations are not recorded; (iv) services data are based on estimates and there is limited capital
account and foreign direct investment data; (v) discrepancies between COSIT’s external trade data
and CBI’s estimates based on data from the financial sector”” and issues related to customs data®;
and (vi) CBI does not have access to Ministry of Finance data on external debt, a major issue that is
delaying IMF’s publication of BOP data. The unfinished agenda to improve the BOP statistics is
reflected by the strong agreement by CBI that there is a need for further IMF assistance to improve
BOP statistics.

296. Monetary and Financial TAs: The Monetary and Finance TAs were highly effective in
achieving their objective of improving the compilation of monetary statistics in accordance with the
MFSM methodology to the point where monetary data will be published in the March 2008 IFS
edition. After two years of assistance there is now a monetary survey and a consistent set of data for
CBI and the banking system beginning from December 2004. By the end of 2007, September 2007
data was available. In 2004 and 2005, information was only available for the CBI balance sheet. The
annual statistical year book on the CBI web page includes the monetary survey. Timeliness is

% The 2003 Multisector Statistics Mission noted the need to improve the legal framework for BOP data collection.
IMF’s legal department worked with USAID to help prepare this legislation. While provisions were included
requiring banks and other agencies to provide the necessary information of BOP estimation, the CBI Law does
not cover collecting data outside of the financial sector. STA provided some suggestions on statistical matters for
incorporation into the legislation.

% In 2006, the non-oil portion of the economy accounted for 43% of GDP and oil for 57%. Oil accounted for 97%
of total exports. Government imports accounted for 57% of total imports and the private sector for 43%. The
information for government transactions is based on administrative records, i.e., accrual accounting.

% Examples include incorrect interpretation of some BOP concepts, the lack of resources, nonresponse to
surveys and reporting forms, difficulties in collecting information due to the security situation and limited data
from Kurdistan.

" Weaknesses in foreign trade data were also noted in the BTOs of national account statistics missions.

% Including: (i) customs declaration forms are often unreadable and miss important information; (iii) CBI does not
use the customs form as the primary source to compile the trade data; (iii) the customs form for imports has not
been used since 2003 due to the security situation and the lack of human and technological resources of the
Customs Department; and (iv) the Customs Department classifies items by customs duties, which makes it
difficult for the COSIT to reclassify them.
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reasonable as the data is submitted with a two month time lag. Despite the substantial progress that
has been made, issues remain about the coverage, quality, integrity and timeliness of monetary and
financial data. Many of these issues were identified in the IMF’s 2003/2004 diagnostics. Examples
include: (i) banks in Kurdistan, including the branches of CBI, do not report data to CBI®*’; (ii) data
integrity remains an issue (e.g., balance sheet presentations for the commercial banks do not
conform with

the sectorization and instrument classification of MFSM 2000
(http://www.imf.org/external/pubs/ft/mfs/manual/); data on the banking system is distorted by large
suspense accounts); (iii) the financial data needs to be extended to cover Other Financial
Corporations (preparatory work for this has begun); and (iv) the chart of accounts needs to be made
fully compliant with international standards'®. CBI strongly agreed with the statement that there is a
need for continued support from IMF in this area. Despite the progress that has been made in
improving the monetary and financial statistics, monetary policy remains relatively simple. There is
little interbank lending and in the current environment banks are understandably conservative about
extending new loans. Foreign exchange is earned by selling oil and converted into dinar for
expenditure. Thus, the main policy instrument is the exchange rate. The building blocks developed
under the monetary and finance TAs will provide some of the tools necessary to implement a more
sophisticated monetary policy in the future.

297. Government Finance Statistics TA: None of the desired objectives for the STA GFS TA
were achieved. That being said, IMF recognized the importance of bringing the chart of accounts into
line with GFSM 2001. This was featured in all the reports on the 2005 SBA
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf) and was made a structural performance
criterion. This reform was achieved on 28 June 2007. However, support was provided by FAD'
rather than STA.

3. Effectiveness of the Offsite Delivery Mode

298. The offsite delivery model was used because of the difficult security situation that prevailed
during the entire evaluation period. The use of the offsite model did not, per se, detract from the
delivery of good quality, practical and timely advice. While there are limits to what can be achieved
with this model, the pragmatic step by step approach adopted for the STA TAs was generally
effective in achieving results. While more results might have been achieved in a shorter period of time
if STA had been able to station a long term statistical adviser in Iraq, this traditional model was not an
option because of security conditions. Client feedback from both CBI and COSIT was that the offsite
delivery mode has been effective and IMF TA should continue to be delivered in this way. While the
offsite delivery mode was generally effective in achieving results, a mixed picture emerges across the
STA TA clusters.

299. The TAs that involved CBI made effective use of the offsite delivery model. Factors that
contributed to these good ratings included: (i) the right participants attended the workshops and were
well prepared; (ii) the participants were a captive audience, i.e., they devoted all of their time to the
topic at hand compared to part time involvement that is often the case when similar workshops are
held in country; (iii) there was consistency in CBI participants; and (iv) the workshops built on the
achievements of previous workshops. The Monetary and Financial workshops were rated as highly
effective. A unique feature among the statistics TAs was that in-country consultants from

% The two CBI branches in Kurdistan, in practice, report to local authorities, rather than CBI. It is not clear what

national obligations the Kurd branches of CBI are incurring or the state of the financial sector in Kurdistan.
% Amendments to the Chart of Accounts and new report forms were developed. However, approval was
required from the Supreme Board of Audit, which MOF has not reconvened. In April 2007, the CBI Board passed
a resolution requiring a new Chart of Accounts by the end of 2007. The new Chart of Accounts should be
consistent with MFSM 2000 (http://www.imf.org/external/pubs/ft/mfs/manual/), BPM5 and 1993 SNA.

1" These TAs are evaluated in Annex C.
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BearingPoint were invited to attend the workshops. CBI strongly agreed with the statements that IMF
worked well with the BearingPoint consultants in this area and that these in-country consultants
helped to implement the action plans agreed at the end of the workshops. The experience of the
Monetary and Financial TAs suggests that opportunities should be actively sought to develop
synergies with in-country consultants as a possible way to increase the effectiveness of the offsite
delivery mode. CBI stated that in-country advisers played an important role in improving monetary
statistics.

300. The offsite delivery mode was rated as partly effective for the TAs involving COSIT. Problems
that occurred included: (i) inappropriate participant selection and turnover of participants; (ii) lack of
participant preparation for some workshops'®; (iii) a repetition of the training provided'®:; and (iv)
insufficient attempts to develop synergies with donors, other than the World Bank supported
Household Income and Expenditure Survey. COSIT was asked to compare IMF’s assistance with that
provided by other donors on a four point scale -- much better; better; about the same; or not as good.
The quality of the assistance provided by IMF was rated as better, as opposed to much better, than
the assistance provided by other organizations.

301. There are limits to what can be accomplished using the offsite model. It appears to have
worked reasonably well in terms of introducing the methodologies and compilation practices defined
in the various IMF statistical manuals. It has also been effective in providing hands on training and
guidance on techniques to check and verify data and better statistical techniques to compile data.
However, at some point in time reasonable progress will have been made in these areas and
emphasis should shift to addressing issues related to the quality and coverage of the source data.
These problems are major issues that adversely affect all of Iraq’s macroeconomic statistics. The
offsite model may come under stress when this issue is addressed as it will involve undertaking
surveys. It may require more onsite support and greater coordination with other donors that have an
onsite presence and the funds to finance such surveys.

302. There were many things that need to be done to improve the statistics produced by COSIT.
Going forward, consideration could be given to providing COSIT with a statistical advisor who could
provide advice on a wide range of topics. There are two options: (i) IMF could coordinate with a
bilateral donor that finances in-country experts to see if such an advisor could be financed — there
would have to be regular, direct contact between the advisor and IMF staff working on national
accounts; or (ii) IMF could finance an out of country advisor who could provide advice by phone, E-
mail and video conference to COSIT on a myriad of issues. The latter would be a part time advisor
who would provide advice as and when needed. Whichever model is chosen to supplement the
current offsite delivery model, the statistical advisor should be invited to, and be involved in the
planning of, workshops and seminars that involve COSIT. A possible option to consider would be to
base the statistical adviser at METAC or make greater use of METAC’s expertise. In considering the
possibility of an advisor, in-depth discussions would be needed with the most senior staff in COSIT to
ensure that they would value and would use such advice. Careful selection of the advisor would also
be needed. In addition to technical skills, language capability and cultural sensitivity would also need
to be considered.

4. Significance of IMF's Contribution to Developing Core Economic Functions/
Institution Building

303. The significance of IMF’s contribution to developing core economic functions and related
institution building was determined by: (i) whether IMF, through the provision of TA and advice, made
substantial inputs that helped to materially improve macroeconomic statistics; and (ii) IMF’s

192 For the workshops to be effective in providing hands-on training, COSIT staff were asked to bring data and
worksheets to the workshops. Unfortunately, they did not always bring the required material.

% The effectiveness of the Price Statistics TAs was also undermined to some extent by the diffuse topic
selection. One off training that was not followed up in such areas as wholesale and production price indices and
poverty lines is unlikely to have been effective.
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contribution relative to the contributions of others. In reaching judgments on this sub-criteria, the key
issue to be considered by the evaluators was whether the results would have been achieved without
any IMF input.

304. The national accounts TAs contributed to transferring best international practice in compiling
national accounts and making technical improvements in the statistics, although they still do not fully
comply with SNA93 http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0). There are, however,
questions about whether the skills transferred at the workshops are actually applied by all participants
on the job to improve the quality and accuracy of the national accounts. Other donors have also
provided assistance to support COSIT. At this stage, the relative importance of IMF’s contributions to
improving Irag’s national accounts unclear. The Price Statistics TAs contributed to transferring best
international practice and improving the quality of the CPI. However, in 2003 the CPI was judged to
be reasonably timely and comprehensive. Thus improvements in this area would not have been as
substantive as could have been achieved in other areas. Despite the foregoing, it is clear that some
of the improvements in the national accounts and the CPl would not have taken place in the absence
of IMF’s assistance. Also, work is in hand that will result in a significant improvement in the CPI in
2008 — a factor that was considered in the rating for the Price Statistics TAs.

305. IMF has been the only source of external assistance to help improve BOP statistics. Thus
results that have been achieved in this area can be attributed to the work of CBIl and STA.

306. The Monetary and Financial TAs contributed substantially to improving Irag’s monetary
statistics. However, USAID funded BearingPoint consultants also contributed by participating in 3 of
the 4 STA missions and in providing in-country support to follow up on the work programs developed
by each mission. The Progress Reports submitted to the donors attribute the improvements in the
monetary statistics to IMF’s activities and do not sufficiently reflect the contributions of others. The
progress made reflects the joint efforts of IMF and the USAID funded consultants. Senior CBI officials
strongly agreed with the statement that the BearingPoint consultants helped to implement the action
plans developed by the Monetary and Financial TA missions.

307. Since it was never implemented, the contribution of the GFS TA to improving government
financial statistics was nil. To the extent that progress has been made in this area, it reflects the work
of the government, other donors and other IMF departments.

G. Assessment of the Sustainability of the Statistics TAs

308. As a group, the statistics TAs were rated on the border between sustainable and partly
sustainable, bordering on sustainable (see Table E5). Issues related to the Iraqgi context and the
likelihood of continued IMF involvement at the same level pose potential risks that will need to be
overcome for the benefits resulting from the TAs to be sustained. Reasonable government ownership
of the TA outcomes should contribute to the sustainability of the benefits. The likelihood that
participants will continue to apply their knowledge on the job, a key dimension of sustainability, varied
across TA clusters. The benefits of the Monetary and Financial and BOP TAs are rated as
sustainable, the national accounts and price statistics TAs as partly sustainable and the GFS TA as
not sustainable. Support for these ratings is given in the paragraphs following Table E5.
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Table E5: Assessment of the Sustainability of the Statistics TAs

Criteria

P |

Criteria Weight e
(%) NA CPI BOP MF GF |score®
30 26 21 18 5 100
1. Iragi Context 20 2 2 2 2 1 2.0
2. Continued IMF Involvement 30 2 2 2 3 1 2.1
3. Government Ownership of TA Outputs 30 3 3 3 4 1 31
4. Participants Apply Knowledge 20 1 3 4 4 1 2.7
Overall Sustainability/Score 100 2.1 2.5 2.7 3.3 1.0 2.5

al = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1= Poor

b/ = Weight by % of TA Budget Allocated to TA group, excluding multisector statistics mission
Highly Sustainable (Excellent) > 3.5; 3.5 < Sustainable (Good) = 2.5; 2.5 < Partly Sustainable
(Modest) > 1.5 Not Sustainable (Poor) < 1.5

NA = National Accounts Statistics TAs; CPI = Price Statistics TAs; BOP = Balance of Payments Statistics TAs; MF = Monetary
MF = Monetary/Finance; GFS = Government Finance Statistics

1. Iragi Context

309. The Iraqi context influences, positively or negatively, the sustainability of the TA benefits: (i)
security conditions; (ii) the political situation; and (iii) the policy, legal and institutional factors. Some
issues related to the Iraqi context go far beyond the ability of COSIT, CBI and IMF to influence. They
are risks associated with doing business in Iraq.

310.  Security continues to pose threats to COSIT and CBI staff and make collection of source data
difficult. There are threats of kidnapping and assassination, some of which have tragically became
more than threats. Four COSIT staff involved with the IMF TAs have been assassinated. Threats
have also been made against CBI staff, particularly the senior management, MOF staff and in-country
consultants'. CBI is located in a particularly difficult area from a security perspective. Since April
2006 DFID financed experts have not been allowed to venture outside of the Green Zone. Even when
in-country experts can visit government offices in the Red Zone, security conditions make it difficult to
arrange meetings in advance, especially ones involving multiple senior officials. It is also difficult and
sometimes demeaning for government officials to pass through the multiple check points to enter the
Green Zone. Entering the Green Zone also poses risks for Government officials as they may be
branded as collaborators. The security situation undermines the sustainability of TA benefits.

311.  Poor source data, which results in issues of data quality and integrity, impacts on all of the
TA clusters. If the data issue cannot be addressed, the sustainability of the TA benefits will be at risk.
The security situation makes it difficult to undertake surveys and lowers the response rate. Also, the
security situation in particular areas can have an adverse impact on the ability to follow random
statistical designs.

194 1n 2007 director general of accounting in CBI was assassinated. He worked closely with IMF and received a

death threat letter as a collaborator. His deputy received a similar letter. MOF’s director general of the budget
department kidnapped and a senior official in Ministry of Oil resigned because he was targeted. A BearingPoint
contractor was kidnapped and another working in CBI was targeted and left the country. The deputy governor
and acting governor of CBI were purged during debathefication. In general CBI was not as seriously affected by
debathefication as was MOF. The recent reconciliation to allow some Bath party members should help to address
some of the human resource problems and possibly improve the safety of government officials.
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312. A further risk to the sustainability of CBI TAs relates to the fact that the CBI building burned
down in early 2008. CBI's paper based records and computers were lost. It remains to be seen how
seriously that will impact on sustainability.

313. It takes time to build government institutions that function effectively. The national
government is a coalition of diverse groups. In any coalition members bargain for key ministerial and
senior official positions and policies are developed by consensus. Building such consensus is a time
consuming, painstaking process. There can be policy reversals and changes in ministers and senior
officials. There are also ethnic and religious tensions in Iraq. All of these are potential threats to the
sustainability of the TA benefits.

314.  During the evaluation period, there were some improvements in the policy, legal and
institutional framework which should increase the probability that the outcomes will be sustained. The
legal framework for statistics improved with the 2005 amendment of the Statistics Act. The
amendments strengthened COSIT by providing a legal mandate for undertaking surveys and
requiring compulsory reporting by institutions and individuals, increased the penalties for non-
reporting and stressed the need for institutional cooperation among agencies producing statistics.
However, these amendments have not yet had the desired effect and there continue to be issues
related to the accurate, timely reporting of data. The legal framework for the banking sector improved
with the passage of the central bank and commercial bank laws. The 2004 Central Bank Law
strengthened the ability of CBI to collect statistics by providing a legal basis for the mandatory
reporting of BOP data to CBIl. The 2004 Central Bank Law and a CBI board resolution provide a
sound legal basis for reporting data to international standards. There remain institutional issues in
both COSIT and CBI that were identified in 2003 that need to be addressed to increase the
probability of sustainability (e.g., issues related to human resource issues, hardware and software).

2. Continued IMF Involvement

315. Improving Irag’s macroeconomic statistics to the point where they meet international
standards remains an unfinished agenda. The October 2007 Statistics Strategy recognizes the need
for further IMF support and proposes continued involvement in national account, price, BOP and
monetary and financial statisticcs. For each TA cluster, short and medium term strategies have been
prepared and missions are planned for 2008. Thus the October 2007 strategy provides a basis for
assuming continued IMF involvement in these areas. Although the task of improving the government
finance statistics is far from finished, the October 2007 Statistics Strategy states that no GFS
missions are planned for 2008. However, the 2009 to 2011 work program does include provision for a
follow on STA GFS TA in 2010. Given the progress that has been made in the fiscal area, there
should be a serious discussion between MCD, STA and MOF to determine if the time is now
appropriate for a more serious STA engagement in GFS.

316.  Although the October 2007 Statistics Strategy envisions further IMF assistance and both
COSIT and CBI strongly agree with the statement that further assistance is needed, it is not clear
whether IMF will have the resources to remain engaged at the same level as it was during the
evaluation period. There are two major concerns: (i) the Irag TA Subaccount is fully committed and
there is no commitment yet from donors to replenish the fund; and (ii) if IMF’s budget and staffing are
cut, its internal resources for TA will be under pressure. These issues raise concerns about the
sustainability of the scale of IMF’s future involvement to improve macroeconomic statistics in Iraq.
Most of the work supported under the STA TA clusters would be classified as works in progress that
require continuing IMF support to reach their goals and for the benefits to be sustainable. Because of
the progress that has been made implementing the monetary survey, the Monetary and Finance TA
cluster was rated higher than the others on this criteria. Because the monetary survey is now built
into CBI's procedures, the evaluation team believes that there is a higher likelihood that the benefits
of these TAs would be sustained without further IMF support.
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3. Government Ownership of TA Outputs

317.  Government ownership of TA outputs is one of the most important determinants of the
sustainability of the benefits. If the government uses the TA outputs in its day to day operations, the
benefits are likely to be sustainable. Based on the IMF staff reports monitoring the SBAs, it is clear
that the Government recognizes the importance of the national accounts and CPI data and uses them
to support macroeconomic policy making. COSIT has the institutional mandate to collect the
information necessary to estimate national accounts and CPI and to publish the resulting statistics.
While progress has been made in improving the national accounts and CPI, some questions must be
raised about COSIT’s ownership of the TA outputs. For some of the workshops, there was a lack of
continuity among participants, not all of the participants were well prepared and not all would be in a
position to apply the skills that they learned when they returned to Iraq. Although STA brought these
matters to the attention of senior COSIT staff, the problems reoccurred. These factors suggest that
COSIT did not make the best use of the opportunities provided by the TAs and that some of the
knowledge transferred under the TAs will not have a sustainable impact on improving the national
accounts and CPI estimates.

318.  There is strong ownership of the TA results in CBI. Feedback from senior CBI management
indicates that the importance of timely and accurate BOP and monetary and financial data and that
that the institution is committed to making continuous improvements in this area. CBI departments
have the organizational mandate to compile BOP estimates and undertaking the monetary survey.
CBI's Research Department has the organizational mandate to continue improving the data.

4, Participants Application of Knowledge on the Job

319. A key factor that affects the sustainability of the TA benefits is whether the participants are
still employed in COSIT and CBI and whether they apply the knowledge learned on the job. Despite
the difficult conditions in Iraq, the CBI TAs scored well on this criteria. Participant selection was good
as dedicated participants were from the Balance of Payment Department105 and staff involved directly
with the monetary survey. There was little turnover among the participants attending the successive
workshops. Senior staff from CBI strongly agreed with the statement that at least 80% of the
participants attending the workshops are still involved in compiling the BOP and monetary/financial
statistics. Given the profile of the workshop participants and feedback from IMF staff, this is plausible.

320. Inits response to the evaluation team’s questionnaire, COSIT indicated that most workshop
participants used the knowledge acquired on a daily basis when they returned to Iraq to compile the
national account statistics and the CPI. Given the documents reviewed and feedback from STA staff,
this assertion does not seem plausible. There were problems of participant selection for some of the
workshops for both clusters of TAs. The fact that some of the COSIT participants in the national
account and CPI workshops were enumerators or were involved in data collection rather than being
directly involved in compiling national account statistics and the CPI suggests that too many of people
are not likely to be applying the skills learned about best international practice on compiling statistics
on the job. Also, there was considerable turnover in the COSIT participants in the workshops. These
evaluation findings undermine the sustainability of the benefits associated with these TA clusters.
That being said, there does appear to be clear evidence that COSIT staff will apply the recent training
to change the base and extend the coverage of the CPI to Kurdistan by analyzing the data that is
available from the World Bank financed Household Income and Expenditure Survey. Applying that
knowledge will make a significant improvement in the quality of the CPI.

H. Overall Rating of the Statistics TAs

321. Each cluster of TAs was rated by combining the ratings for relevance, efficiency,
effectiveness and sustainability. The ratings, and the weights used for each, are shown in Table E6.
The overall ratings for the entire portfolio of statistics TAs was derived by weighting the rating of each
cluster by the proportion of the departmental budget in the Iraq TA Subaccount allocated to each

%% CBl has a 16 person department dedicated to compiling BOP data.
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cluster. The portfolio of STA TAs was rated as successful. The findings of the evaluation team are
broadly consistent with feedback from COSIT and CBI that generally rated the TAs favorably. Given
the difficult conditions prevailing in Iraq and the fact that an offsite delivery model was used, this is a
good outcome. Relevancy was rated about the mid-point and effectiveness and efficiency were rated
below the mid-point of the successful range. Given concerns about the Iragi context, the level of
continued IMF involvement and participant selection for some workshops, sustainability was rated on
the border of sustainable and partly sustainable.

322.  Success varied across the TA clusters. The Monetary and Financial TAs were rated as
highly successful. That cluster of TAs received the most positive assessment by the senior CBI
officials. The BOP and Price TAs were rated as successful. The national accounts TAs were rated
as partly successful. Because of a lack of any outputs, the GFS TA was rated as not successful.
Since less than 5% of the budget allocated for the STA TAs was used for the GFS TA, that result did
not have a major impact on the rating of STA’s portfolio of TAs.

Table E6: Overall Assessment of the Statistics TAs

Criteria . a
. Ratin
Criteria weight ’

(%) NA CPI BOP MF GF |score®

30 26 21 18 5 100

Relevance 30 2.6 3.4 3.0 4.0 14 3.1
Efficiency 20 2.4 2.4 3.6 3.6 1.0 2.8
Effectiveness 30 2.3 2.9 3.0 4.0 1.0 2.8
Sustainability 20 2.1 2.5 2.7 3.3 1.0 2.5
Overall Rating/Score 100 2.4 2.9 3.1 3.8 1.1 2.8

al = Rating: 4 = Excellent; 3 = Good; 2 = Modest; 1 = Poor

b/ = Weighted by % of STA TA budget for the TA cluster, excluding the multisector statistics mission.
Highly Successful (Excellent) = 3.5; 3.5 < Successful (Good) = 2.5; 2.5 < Partly Successful (Modest) = 1.5;
Not Successful (Poor) < 1.5

NA = National Accounts Statistics TAs; CPI = Price Statistics TAs; BOP = Balance of Payments Statistics TAs; MF = Monetary and
Finance Statistics TAs; GF = Government Finance Statistics TAs

323. The goal of the IMF’s statistics strategy for Iraq was to help develop and improve the
institutional capacity to macroeconomic statistics. The short-term objective was to ensure that the
quality and the timeliness of the data was adequate for IMF’s surveillance and monitoring purposes.
The medium-term objective was to improve the institutional framework (including organizational
issues, statistical capacity and statistics legislation) and improve the quality and timeliness of the
statistics to conform to international standards.

324. The short term objective of the statistics strategy has been achieved and IMF staff reports
now state that "Data provision is broadly adequate for surveillance/program monitoring, but there are
some delays in data provision and weaknesses exist that hamper economic analysis." While some
progress has been made toward achieving the medium term objective, this is a work in progress as
Iraqi statistics do not yet meet international standards. In particular: (i) the national accounts are not
yet fully consistent with SNA93 http://www.imf.org/external/pubs/cat/longres.cfm?sk=575.0), there are
major problems in the source data and there is no timetable for IFS publication; (ii) there remain
problems in the BOP data, particularly trade, government debt and Foreign Direct Investment data —
other than reserve figures, the BOP data does not meet the standards in BPM5
(http://www.imf.org/external/pubs/cat/longres.cfim?sk=575.0) and is not published in the IFS, although
publication in the Balance of Payments Statisticcs Yearbook is now targeted for November 2008; (iii)
the monthly CPI is available in a timely fashion but problems remain (e.g., base year; coverage of
Kurdistan) and the CPI is not published in the IFS; (iv) the results of the monetary survey were
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published in the March 2008 issue of IFS and IFS Supplement based on the concepts and presentation of MSFM
2000, although gaps in coverage remain; and (v) the government financial statistics are inconsistent with GFSM
2001 (http://www.imf.org/external/pubs/ft/gfs/manual/), although progress has been made through FAD TA (e.g.,
the budget classification was changed on 28 June 2007 to bring it into line with GFSM) rather than STA TAs.
These conclusions are consistent with the overall successful rating of the portfolio of STA TAs.

325. It was appropriate for IMF to initially concentrate on making short term improvements in the
compilation of the macroeconomic statistics since Irag’s economic managers and Fund staff were
going to make decisions based on the available information, regardless of the caveats placed on the
data by professional statisticians. Undertaking surveys in the current conditions in Iraq is difficult.
However, COSIT has undertaken some large scale surveys with donor support. Going forward, STA
should play a strategic leadership role and work more closely with COSIT and other donors to
develop a prioritized strategy to address the weaknesses in the source data. Given its extensive work
on many facets of Iraq’s macroeconomic statistics over the past four years, STA is well placed to use
this knowledge to help identify priorities for the next datasets to develop.
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Annex F: Linkage of TAs to IMF Conditionalities

Box F1: TA Contributions to Prior Actions

Prior Action

Contribution of TAs

Emergency Post Conflict Assistance Program

2005 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294 .pdf)

1. Nationwide increase of official domestic price of
petroleum products as follows: ID 100 per liter of regular gasoline,
ID 250 per liter of premium gasoline, ID 90 per liter of diesel, ID
25 per of kerosene, and ID 600 for 12 kg of LPG.

2. Work on audit of Central Bank of Iraq (CBI) according to
international accounting and auditinéq standards to have
progressed to an advanced stage10 .

First MCM workshop on accounting, December 2003,
provided advice and training on international financial
reporting standards(IFRS)

2007 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf)

1. Adoption by Cabinet of the 2008 government budget, in
line with program objectives.
2. Appointment of an external auditor to undertake the First MCM workshop on accounting, December 2003,

audit of the CBI 2007 financial statements in accordance with
International Standards on Auditing.

provided advice and training on international financial
reporting standards(IFRS)

3. Appointment of an external auditor to undertake an audit
of the CBI net international reserves data reported to the IMF as
at December 31, 2007, including a full count of gold and foreign
exchange holdings at the CBI.

4. Commencement by an internationally reputable auditor
of the operational and financial audits of Rasheed and Rafidain
banks based on their 2006 financial accounts.

Workshops on bank restructuring in 2006 and December
2007 provided advice and facilitated decisions.

Box F2: TA Contributions to Structural Benchmarks

draft depository corporations (monetary) survey through
August 2005 has been compiled, consistent with the Monetary
and Financial Statistics Manual. Improvements to the call
report form are ongoing and expected to be completed by
end-December 2005).

Prior Action Contribution of TAs
Emergency Post Conflict Assistance Program
(Indicative)
1. Development of a monetary survey. (March 2005 -- A | First Monetary/Finance statistics TA approved in 2005.

Given this indicative structural benchmark, earlier approval
desirable. Monetary/Finance TAs made a major contribution
to completing the monetary survey in 2007 with results that
are expected to the published in IFS 2008. 2007 SBA
(bttp://www.imf.org/external/pubs/ft/scr/2007/cr07301.
pdf) based on better monetary data than 2005 SBA
(bttp://www.imf.org/external/pubs/ft/scr/2005/cr05294.

pdf).

2. Establishment of an automatic payroll system for all
government employees (June 2005 -- Was not met).
3. Development of monthly fiscal accounts for the

central government and the oil sector (December 2004 --
Monthly fiscal accounts are now reported with a lag of 9-10
weeks).

106

The audit would be deemed to be an advanced stage with (i) finalization of Ernst and Young's assessment of

the 2004 audit conducted by the Supreme Board of Audit, (ii) finalization of the special audit on international
reserves for end-June 2005; and (iii) finalization of a timetable for the completion of the 2005 audit.




-97 -

4. Issuance of regulations regarding bank licensing and
standard prudential ratios (December 2004-- Ongoing.
Authorities expect to have them ready by end-2005/early
2006).

MCM Workshops on Banking Supervision provided advice
and assistance in coordination with other donors.

5. Enactment of payments systems law (Dec 2004--
Draft regulations of an article in the CBI law that will serve this
purpose has been prepared with the help of MFD and is
pending approval).

MCM together with LEG provide drafting assistance. MCM
Workshop on Payment Systems in September 2005
provided follow-up assistance and advice.

6. Adoption of a plan to overhaul the tax and customs
administration (June 2005 -- Considerable progress has been
achieved towards improving custom collections through
negotiating agreements with neighboring countries).

Poor customs data continues to be a problem for national
accounts and balance of payments statistics. TAs have not
addressed this area.

2005 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294 .pdf)

1. Implementation of payment system regulations (June
30, 2006 — Met).
2. Establishment of an audit oversight committee, to

become effective September 30, 2006, including the
participation of independent international audit experts, to
continue the work of the International Advisory and Monitoring
Board (upon its dissolution) in overseeing and making public
audits of the Development Fund for Iraq and oil export sales
(on or before December 31, 2006 -- Met in November 2006;
IAMB mandate has been extended to December 31, 2007).

3. Reform of pension law in line with sustainable
pension system (September 30, 2006 -- Met in December
2007).

4. Approval by Council of Representatives of law
liberalizing private gasoline imports (September 30, 2006 —
Met).

5. Commencement of operation of Real Time Gross
Settlement system (RTGS) linking headquarters of
commercial banks to the CBI (August 31, 2006 Met)
(November 30, 2006 Met).

MCM Workshops in March and September 2005 provided
advice and assistance to prepare for introduction of RTGS.

6. Commencement of payments clearing system
between the headquarters of commercial banks and the CBI
through the Automatic Clearing House (ACH).

MCM Workshops in March and September 2005 provided
advice and assistance to prepare for introduction of RTGS

7. Full capitalization of CBI to the stipulated ID 100
billion, based on the 2005 audited financial statements and
taking into account the restructuring of outstanding claims on
the central government that are on the December 31, 2005
balance sheet of the CBI (December 31, 2006 -- Met in
February 2007).

MCM Workshop on Accounting, December 2003, provided
advice on this issue.

8. Adopt a CBI Board-approved timetable for the full
implementation of IFRS as the bank’s financial reporting
framework (March 31, 2007 -- Met on April 1, 2007).

MCM Workshop on Accounting, December 2003, provided
advice on this issue.

9. Appoint an internationally reputable audit firm to
conduct an operational and financial audit of Rasheed and
Rafidain banks based on their 2006 financial accounts (April
30, 2007 -- Underway).

MCM Workshop on Bank Restructuring in 2006 provided
advice on an MOU and facilitated decisions in this area.

10. Address the lack of proper accounting records being
maintained by the CBI, one of the major issues giving rise to
E&Y’s disclaimed audit opinion for 2005'"" (June 30, 2007 --
Underway).

MCM Workshop on Accounting, December 2003, provided
advice in this area.
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The following issues should be addressed: (i) the lack of reconciliations of local bank’s current accounts; (ii)

unreconciled suspense accounts and interbranch accounts; (iii) unreconciled differences on accounts managed
on behalf of the Ministry of Finance, including the DVI; and (iv) insufficient information to support amounts, and to
ensure the completeness and valuation of off-balance sheet commitments.
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11. Establish adequate control procedures for reserves
management, including developing reserves management
policy and investment guidelines (June 30, 2007—Underway).

MCM Workshop on Accounting, December 2003, provided
advice in this area

2007 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf)

1. Implementation of regular reconciliation in the CBI
accounts of (i) local banks’ current accounts; (ii) intra-branch
accounts; and (iii) suspense accounts (March 31, 2008).

2. Adoption of reserves management guidelines by the | An MCM workshop to provide advice and assistance to the
CBI (March 31, 2008). CBl is planned during the first quarter of 2008.
3. Completion of the operational and financial audits of | MCM Workshop on Bank Restructuring in 2006 provided

Rasheed and Rafidain banks based on their 2006 financial
accounts (May 31, 2008).

advice on an MOU and facilitated decisions in this area.
Further TA is planned in coordination with World Bank.

4. Incorporate new weights in the CPI based on the
2007 household expenditure survey (May 31, 2008).

Price Statistics TAs made essential contributions to creating
the enabling conditions that will lead to achieving this
structural benchmark.

5. Submission to the Board of Supreme Audit of the
final accounts of the Federal Budget for the year ending
December 31, 2007 (June 30, 2008).

6. Completion of census of all public service employees
(central government and military) (June 30, 2008).
7. Adoption of an action plan for modernizing the Periodic FAD input on FMIS matters. A FAD mission

government's financial management system (July 31, 2008).

scheduled in Spring 2008 to develop the action plan.

8. Completion of a comprehensive set of prudential
regulations for commercial banks (July 31, 2008).

MCM Workshops on Banking Supervision to date have
provided assistance in this area and further workshops, in
coordination with other donors, are planned during the first
half of 2008.

9. Publication of audit reports mandated by the
Committee of Financial Experts (COFE) and presentation of
the first semi-annual COFE report, covering the period
January—June 2008 and including recommendations, to the
Council of Ministers (September 15, 2008).

10. Development of a periodic adjustment mechanism
for fuel prices based on changes in domestic production costs
and import costs to prevent re-emergence of direct budget
subsidies on fuel products (September 15, 2008).

11. Adoption of an operational restructuring program for
Rafidain bank based on the findings of the audits (September
30, 2008).

MCM Workshop on Bank Restructuring in December2007
provided advice on an MOU and facilitated decisions in this
area. Further TA is planned in coordination with World Bank

12. Adoption of operational and financial restructuring
programs for Rasheed bank based on the findings of the
audits (September 30, 2008).

MCM Workshop on Bank Restructuring in December2007
provided advice on an MOU and facilitated decisions in this
area. Further TA is planned in coordination with World Bank

13. Submission to the Council of Representatives and
publication of the audited accounts of the Federal Budget for
the year ending December 2007, in accordance with the
Financial Management Law of 2004 (November 15, 2008).
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Box F3: TA Contributions to Structural Performance Criteria

Prior Action

Contribution of TAs

Emergency Post Conflict Assistance Program (Key Policy
Measures)

1. Increase of domestic prices of oil refined (December 2004 --
Official price of regular gasoline in Baghdad was products. unified with
the official price of premium gasoline from ID 20 per liter to ID 50 per liter
on September 18, 2005. Premium gasoline is sold at a number of mobile
gas stations in Baghdad at ID 100 per liter).

2. External audit of Central Bank of Iraq (CBI). (June 2005 --Iraqi
Supreme Board of Audit (SBA) conducted audit of 2004 accounts. The
audit firm Ernst and Young has been selected to review the SBA 2004
audited accounts).

First MCM workshop on accounting, December 2003,
provided advice and training on international financial
reporting standards (IFRS).

3. Adopting implementing regulations for the Financial
Management Law. (December 2004 -- Regulations in the area of budget
execution were adopted on September 1, 2005).

FAD commented on the draft law in writing.

2005 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2005/cr05294.pdf)

1. Avoid administrative measures limiting participation or bids in
the CBl's regular auction of foreign exchange other than screening
related to anti-money laundering or counter-terrorism (Continuous --
Met).

First workshop on Monetary Instruments in 2004
provided advice and assistance.

2. Final audit of CBI 2005 Financial operations and statements.
May 15, 2006 (Completed on October 1, 2006).
3. Adoption of a budget classification and chart of accounts in line | Major FAD input during the June 2005 mission.

with the IMF's Government FlnanC|aI Statlstlcs Manual (GFSM) 2001,
within a cash accounting framework.'® (June 30, 2007 Met on July 28,
2007).

4. Completion by Ernst & Young of (a) a final audit of the net
international reserves data reported to the IMF as at December 31,
2006, including a full count by Ernst & Young of gold and foreign
exchange holdings at the CBI, and (b) an interim audit report of CBI
financial statements in accordance with International Standards on
Auditing (May 31, 2007 -- NIR audit completed on time; interim audit
report completed on July 15, 2007).

5. Completion of census of all public service employees (central
government and military) (June 30, 2007 -- Not met; extended to
November 30, 2007 -- Not met).

2007 Stand By Arrangement
(http://www.imf.org/external/pubs/ft/scr/2007/cr07301.pdf)

1. Avoid administrative measures limiting participation or bids in
the CBl's regular auction of foreign exchange other than screening
related to anti-money laundering or counter-terrorism (Continuous).

MCM Workshops on Monetary Operations provided
advice.

2. Completion by an external auditor of an audit of the CBI net
international reserves data reported to the IMF as at December 31,
2007, including a full count of gold and foreign exchange holdings at the
CBI (March 31, 2008).

3. Completion of external audit of CBI 2007 financial statements
following International Standards on Auditing (June 30, 2008).
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The budget classification and chart of accounts will be deemed in line with the IMF GFSM 2001

(http://www.imf.org/external/pubs/ft/gfs/manual/) if it is consistent with the methodology and high level
classification defined in the technical assistance report of the IMF's Fiscal Affairs Department entitled "Iraq

Budget Classification Reform" (July 2005).







