



TERMS OF REFERENCE

Assessment of Public Finance Management in Barbados 

using the PEFA PFM Performance Framework

A.
Background 

Budget Support and the European Commission

In keeping with its obligations particularly under the Paris Declaration on Aid Effectiveness (March 2005) and the European Consensus on Development Policy (November 2005), the European Commission (EC) is committed to, where circumstances permit, the increased use of general and sectoral budget support as a means of strengthening ownership, supporting national accountability and procedures and promoting sound and transparent management of public finances, of its partners in the African, Caribbean and Pacific (ACP) countries. In this regard, the Delegation of Barbados and the Eastern Caribbean is presently implementing budget support programmes totalling €205.5m. The main programmes under implementation in Barbados come from two instruments, the 9th European Development Fund (EDF) and the Accompanying Measures on Sugar Protocol (AMSP). In Barbados, forthcoming programmes which will utilise budget support as a delivery mechanism include the € 8,330,000 10EDF allocation, the € 6,252,000 AMSP 2009 allocation, and the € 7,200,000 AMSP 2010 allocation, all for purposes of skills development; as well as the AMSP 2011-2013 allocation in support of the National Adaptation Strategy.
Public Financial Management and the PEFA Methodology
The analysis of Public Financial Management (PFM) and the monitoring of possible reforms in this area is one of the key components of the Commission's budget support programmes, general or sectoral. The Public Expenditure and Financial Accountability (PEFA) Programme was developed by the EC and the World Bank in December 2001 and later joined by other donors including the IMF. The objectives of the programme were: (i) to promote awareness of the importance of public finance management for development in the context of the increasing usage of budget support, and (ii) reduce the multiplicity of different instruments being used to assess PFM. 

In 2005, the PEFA secretariat developed a detailed tool for the analysis of PFM, which includes a detailed external diagnosis of a country's PFM, a country-led reform agenda and a coordinated programme of institutional support on the basis of the action plan prepared by the national authorities. The three components are closely connected. It is important to note that in order to encourage partner country ownership of the reform process the external diagnosis does not include any recommendation or action plan.

The core of PEFA consists of the analysis of the indicators
 which are referred to as "high level" because they cover the six essential dimensions to be analysed in an evaluation of public financial management. These dimensions are:

1. The credibility of the budget - the budget is realistic and implemented as intended;

2. Comprehensiveness and transparency - the budget and the fiscal risk oversight are comprehensive and fiscal and budget information is accessible to the public;

3. Policy-based budgeting - the budget is prepared with due regard to government policy;

4. Predictability and control in budget execution - the budget is implemented in an orderly and predictable manner and there are arrangements for the exercise of control and stewardship in the use of public funds;

5. Accountancy, recording, and reporting – adequate records and information are produced, maintained, and disseminated to meet decision-making control, management and reporting purposes; and

6.  External scrutiny and audit – arrangements for scrutiny of public finances and follow up by the executive are operating.

The PEFA evaluation is an external validation exercise which requires a strong implication of the recipient country. In this regard, the PEFA report is not co-written with the partner country nor for that matter, are the scores on the indicators negotiated.

It is important to note that there is no automatic link between the scoring and eligibility to budget support. As regards the criteria applied to public financial management, the Commission's decision is based not only on changes in the performance of the PFM system, but also on the political will of the Government to reform these systems, on the design of the reforms, and on their implementation. In other terms the conclusions drawn from the Public Financial Management – Performance Measurement Framework (PFM/PMF) constitute an important element, necessary but not sufficient to determine the eligibility of the partner country to budget support. Apart from public financial management, other criteria are taken into account such as, the macroeconomic situation, the existence of national policies (such as a poverty reduction strategy) and sectoral policies.

The rationale for carrying out a PEFA assessment
In the short-term - the PEFA assessment is to be used as baseline data, and a basis for information and monitoring so as to: (i) facilitate and update the dialogue on PFM between the Government and the EU (other donors also); and, (ii) assist the EU (and other donors) in assessing the eligibility of a country for budget support programmes, or to verify whether general or specific PFM conditions of an ongoing budget support programme are met.

In the medium-term - the PEFA assessment should provide the basis for: (i) the preparation of a PFM reform strategy (and related action plan); and, (ii) the preparation or revision of a PFM capacity development programme.

Objectives of the Study

The objectives of the assessment mission are to:

a) Draft a comprehensive Public Financial Management- Performance Report (PFM-PR) prepared according to the PEFA methodology (See next section, bullets 1-3 below), so as to provide an analysis of overall performance of the PFM systems in Barbados, as well as identify its strengths and weaknesses and provide an indication of how the Government of Barbados (GoB) various actions of PFM reform contribute to improvements. The PFM-PR will also provide (ideally supported by a table to be included in the report) a comparison between the baseline situation according to the 2006 assessment and the results of the present assessment indicating the evolution of ratings (either improved, deteriorated, or unchanged), and describing the nature and extent of change or lack thereof (ideally at indicator dimension level);

b) Build the capacity of the GoB and the EU Delegation in the area of PFM Assessment.

Key Issues to be studied

The study will examine and assess the PFM system of the GoB on the basis of the PEFA methodology. The mission will identify the salient features of the GoB's PFM system, the existing state of affairs, the potential areas of improvement and whether there is any need for additional work in terms of diagnostic and/or measurement of progress.

The consultancy will strictly follow the PEFA methodology detailed on the following website: www.pefa.org. The consultant will analyse the following points, which, for indicative purpose, summarise broadly the indicators reported in the Performance Measurement Framework of the PEFA:
1. Credibility of the budget: is the budget realistic and implemented as intended?

1.1
Compare the total expenditure of the budget of the previous year with the original budgeted total expenditure.

1.2
Check if the composition of expenditures of the previous year’s budget has been 
respected against the originally planned budget by Ministries.

1.3
Compare the total revenue of the budget of the previous year with the originally planned budgeted total revenue.

1.4 
Assess the stock and monitoring of expenditure payment arrears in the previous year’s budget and the reliability and completeness of the data on stock.

2. Comprehensiveness and Transparency 

2.1
Check if the classification of the budget is linked with administrative, economic, functional and programmatic dimensions and priorities of the country. 

2.2
Check if the annual budget documentation is complete and gives an entire picture of the 
government central forecasts (revenue and expenditure). 

2.3
Assess the level of extra budgetary expenditure which is unreported i.e. not included in fiscal reports.

2.4
Evaluate if all transfers from central government to sub-national governments are determined by transparent and ruled based systems; assess also the timeliness of 
information to SN (sub-national) government and the reporting channel and procedure.

2.5
Assess to which extend the central government has the capacity to monitor the 
autonomous government agencies and public enterprises including their fiscal position.

2.6
 Measure the accessibility to the general public or interest groups to key fiscal 
information and position and performance of the government.

3. Budget Cycle
3.1 
Policy Based Budgeting
3.1.1
Verify if minimum requirements are implemented, such as existence and adherence to a fixed budget calendar; guidance on preparation of budget submissions, and timely budget approved by the parliament/legislator.

3.1.2
Check if there is a multi year fiscal forecast regarding recurrent and investment expenditures based on sector strategy documents 

3.2
Predictability and Control in Budget Execution
3.2.1
Verify if legislation and procedures for all major taxes are clear and easily accessible and 
if a tax appeal system is set up.

3.2.1
Check if a taxpayer registration system is effective as well as penalties in case of non-
compliance with registration and tax declaration.

3.2.3
Check if the Ministry of Finance is able to report on tax assessments, collections, arrears and transfers in order to ensure that the collection system functions, that tax arrears are 
monitored, and the revenue float is minimised.

3.2.4
Concerning execution of budget and availability of funds: assess to what extent cash flows are forecasted and monitored; assess frequency and transparency of adjustments to budget allocations.

3.2.5
Measure quality of debt data recording and reporting as well as consolidation of the 
government’s cash balances.

3.2.6
Determine the degree of integration and reconciliation between personnel records and payroll data for public servants; assess internal controls.

3.2.7
Concerning public procurement: show if there is evidence of use of competitive procurement methods.

3.2.8
Assess the effectiveness of internal control systems on expenditure commitments and check the comprehensiveness of other internal control systems.

3.2.9
Verify if internal audit is operational for all central government entities, and generally meet professional standards.

3.3
Accounting, Recording, and Reporting
3.3.1
Give your opinion on regularity of bank reconciliations for all central government bank accounts (carried out at least monthly). 

3.3.2
Examine the availability of information on resources received by service delivery Units 
(in particular relevant for schools and health services across the country).

3.3.3.
Check if the in-year budget report allows direct comparison to the original budget; check 
the quality of information and timeliness of reports.

3.3.4
Verify if the country issues consolidated year-end financial statements which includes full information on revenue, expenditure and financial assets.

3.4
External Scrutiny and Audit
3.4.1
Provide information on the scope/nature of external audit performed, timeliness of 
submission of audit reports to the Parliament.

3.4.2
Verify the scope of legislature’s scrutiny and if procedures for budget review are firmly established and respected.

3.4.3
Verify if audit reports are scrutinised by the legislator/Parliament on a regular basis and if there is issuance of recommended actions by the legislator/Parliament.

The analysis will also provide a comparison between the current assessment and the 2006 one; including an explanation of reasons justifying the change in scores, or, absent change in scores, an explanation of reasons justifying the absence of change.

B. METHODOLOGY AND WORK PLAN

The consultant is requested to provide a brief technical proposal (max. 5 pages) which demonstrates its understanding of the assignment and the methodology and provides a general outline of its proposed work plan to achieve the desired results. The technical proposal must accompany the two curriculum vitae.
Within the proposed work plan the Experts should allow for three (3) phases:

Preparatory phase

· A desk study of recent PFM assessments of Barbados using all the basic documents from the PEFA website (www.pefa.org), as well as from the relevant departments within the GoB, including the Auditor General's department. The desk study will be undertaken from the Experts's home base. This covers a period of six (6) man-days (3 per expert).

Field work and preparation of draft final report

· Briefing meeting with the EU Delegation representatives in Barbados and other interested donors;
· Field work in Barbados including Workshop #1: this first workshop will be conducted with policy makers and technical staff from the relevant Government agencies and departments (Ministry of Finance, auditor general, accountant general, contractor general  etc.) to present the PEFA methodology and what will the focus of the experts’s analysis be. At the end of this first mission, the experts are expected to submit a draft report and return to their home base;
· The two experts will return to Barbados shortly thereafter in order to complete the field work and conduct a Workshop #2: This second workshop will focus on the detailed conclusions of draft final report.
Finalisation of the report
· Following the return to the home base of the consultants after this second workshop, stakeholders will have four weeks to submit written comments. Following the end of this period, the consultants will, from their home base, complete and submit the final report incorporating and/or addressing each comment previously made.

C. LOCATION AND DURATION OF THE ASSIGNMENT

The overall input for the assignment is estimated at 66 working days (33 days per expert) over a 4-month period. 

Of this total, 4 man-days are assigned to desk study in the experts’ home country (2 per expert), 40 man-days will be assigned in Barbados in the first mission (20 per expert) and another 8 man-days (4 per expert) during the second mission, 8 man-days for international travel (4 per expert) and a further 6 man-days in the experts’ home country (3 per expert) to complete the Final Report. The Experts are invited to work five (5) days per week while in Barbados.

The mobilisation period is suggested at 21 calendar days from the award of contract.  The suggested starting date is 3 May 2010.  The assignment will have to be completed by 31 August 2010.
D. EXPERTISE REQUIRED

One (Senior Category) Expert – 33 working days

· The individual must possess a degree in economics, or any other related discipline with post-graduate degree (s) and/or other relevant professional qualification(s) being an advantage. 
· The expert must be a public finance specialist with at least ten (10) years international experience in public budgeting and/or public sector auditing, with demonstrable experience working in a developing country context. 
· Demonstrable experience in conducting PFM assessments according to the Performance Measurement Framework of the PEFA is mandatory.
The expert must be fluent in English (written and spoken). 
 One (Senior Category) Expert – 33 working days

· The individual must possess a degree in economics, or any other related discipline with post-graduate degree (s) and/or other relevant professional qualification(s) being an advantage. 
· The expert must be a public finance specialist with at least ten (10) years international experience in public budgeting and/or public sector auditing, with demonstrable experience working in a developing country context. 
· Demonstrable experience in conducting PFM assessments according to the Performance Measurement Framework of the PEFA is preferable.
The expert must be fluent in English (written and spoken). 
The team should demonstrate a combined set of skills in all areas relevant to carry out the assessment.
E. REPORTING

The Reports must be submitted in English according to the following timetable (See also Section IV).
Technical Proposal

To be submitted with the two curriculum vitae as a part of the application package. 

Desk Study/ Inception Report

By the end of the first mission, the experts will submit (in electronic format) to the NAO/Contracting Authority and EC Delegation in Barbados a first draft report containing the main findings of the mission to date as well as a request for any additional information that may be needed to complete the assignment.

The GoB and EU Delegation may submit some comments following the submission of the first draft report.

Draft Final Report

Before the second workshop, the experts will submit the draft final report (also in electronic format).  The content of this report will be presented at this workshop to which other donors involved in Public Financial Management in Barbados will be invited. 

The GoB, EU Delegation or other donors may submit written comments within 3 weeks following the submission of the draft final report.

Final Report
Following this three-week hiatus, the Experts will have 6 more days from their home base (3 days each) to submit the final report incorporating and/or addressing each comment previously made (three originals in hard copy – one for the EC Delegation and two for the NAO - and also electronically). The eventual comments of the NAO/Contracting Authority and of the EU Delegation may be attached in an annex to the final report.
PRELIMINARY IMPLEMENTATION SCHEDULE

The activity schedule for the assignment is foreseen as follows:

	Indicative time schedule (working days)
	Simultaneous Activity Description
(for both experts)

	Days 1-2
	Desk Study (home base)

	Day 3
	International Travel (Home Base - Barbados)

	Day 4
	Briefing in Barbados (EC DEL/Donors)

	Day 4
	1st Workshop – Introduction and presentation of the methodology to Government and interested donors

	Day 5-21
	Field work in Barbados – key meetings, data collection, analysis, drafting and submission of 1st draft final report

	Day 22
	International Travel (Barbados - Home Base) 

	Approx 2 weeks break
Submission of additional information by GoB

	Day 23
	International Travel (Home Base – Barbados)

	Day 24-28
	Final field work, completion of Draft Final Report and submission to the GoB and stakeholders

	Day 29
	Workshop Nb. 2 – Presentation of Draft Final Report to the GoB, EU Delegation representatives and other interested donors

	Day 30
	International Travel (Barbados – Home Base)

	Approx three weeks break

Submission of written comments from stakeholders

	31-33
	Write up and submission of final report (home base)


Written comments by the NAO and the EC Delegation on the draft final report will be sent to the Experts within 3 weeks of its submission.

F. Administrative Information

Contracting Authority

The Delegation of the European Union will act as the Contracting Authority for and on behalf of the National Authorising Officer of Barbados.

Other authorized items to foresee and 'reimbursable'

The consultant will also be responsible for the cost of the production of all the drafts and draft final reports.

The contract is a Global Price contract. The budget shall include all the costs for the performance of the contract, including all costs related to expert’s assignment. 

:-:-:-:-:-:-:-:-:-:

ANNEX 1 
ASSESSMENT OF PUBLIC FINANCE MANAGEMENT 

IN BARBADOS
PEFA Assessment 2006

The latest PEFA assessment undertaken in Barbados was conducted in 2006. The summary of the findings of such report follows. The full report will be made available to the selected team of consultants.

1. Assessment of performance 
The analysis has been carried out for the period 2003 to 2006
 based on a review of a wide range of documentation, publicly available accounts and reports, interviews with a large number of stakeholders as well as relevant websites and information on the Government’s intranet. 

The 2003 assessment of PFM which was carried out prior to the disbursement of budget support noted that PFM in Barbados was generally sound. This assessment, for the purposes of: i) continued eligibility for budget support under the Cotonou Agreement; ii)subsequent disbursement of the 9th EDF NIP Sector Budget Support and; iii) potential eligibility for 10th EDF budget support, would concur with that assessment. Ongoing activities are also aimed at improving the situation, although there will not yet be a clear impact on the scores. A descriptive summary of the key findings is set out in the following paragraphs.

2. Credibility of the budget 
On the basis of original estimates, the budget is a credible predictor of actual expenditure. Revised budgets show greater variance. This appears to be the result of a number of factors including contractual delays and poor contract management, late supplementary estimates and delays in donor re-imbursement. Arrears are not a major problem.

3. Comprehensiveness and transparency 
Information contained in budget documentation is fairly comprehensive, although macro economic data and the implications of new policies are not included. There is no Freedom of Information Act, but technically information on estimates, audit reports and government accounts should be available as public documents. However ease of access, format and relevance are issues of concern as well as public demand. Un reported government operations
 as a result of extra budgetary fund activity has been high in the past (6% of GDP)
, but has fallen in the last couple of years.

Information on Statutory Boards/ Corporations and government owned companies is incomplete, all entities do not prepare financial statements for audit and/or parliamentary review and consequently there is no consolidated and complete overview of fiscal risk. 

4. Policy-based budgeting 
Since 2003, the budget has become a more orderly process with the distribution of a clear timetable. Although the Cabinet is not involved until the end of the process, the Prime Minister is also the Minister of Finance and he is involved from an early stage of the process.

Since 2003, the GoB has introduced multi year budgeting, however, this has only been done on a pilot basis. Consequently, there is no multi year perspective in the Estimates presented to the legislature, and no clear linkage between policy changes and impact on expenditure. Since the previous assessment, there is a greater emphasis on the presentation of performance related information in the budget submissions, although it is recognised that the quality of this information varies between ministries.

5. Predictability and control in budget execution 
Tax payers’ liabilities are reasonably clear and transparent, although information is not up to date for all taxes and information media. Some tax legislation is also being updated. The effectiveness of taxpayer registration measures could be improved as there are several databases and information sharing is limited. Arrears are significant for both tax and non tax revenue, despite a “moratorium” there remains a core of non payers.

Quarterly allocations mean that resources are provided in a fairly, consistent and predictable way. All procurement for ministries and departments is carried out by a central purchasing department and there are clear and well defined administrative procedures. However there is no requirement for the reporting or monitoring on the actual use of open competition within central government or across the whole public sector. There is also no procurement appeals process other than the court system. 

Payroll controls are good, there are some concerns over compliance with some of the detailed financial rules and procedures for other non salary controls, however these do not affect data integrity. Some regulations are rather outdated, whilst others e.g. lack of virement have an adverse effect on service delivery.

6. Accounting, recording and reporting 
Currently, the GoB produces a comprehensive set of annual financial statements and monthly reports in a timely and consistent manner on a cash basis using Smart Stream financial management software. Treasury managed bank accounts are reconciled on a regular basis. Since the 2003 assessment, the GoB has embarked upon a major cash to accrual project which is due to be implemented for central government on 1st April 2007. Financial statements will then be produced on the basis of International Public Sector Accounting Standards.

7. External scrutiny and audit 
Although the operations of the Auditor General’s office are constrained by the current skill mix, reports are produced broadly within the legal nine month timescale and are well presented highlighting key issues in a concise and informative way, response by auditee is mixed. According to the Financial Administration and Audit Act, the Auditor General (Aud Gen) has the responsibility for auditing all Statutory Boards/ Corporations. However, enabling legislation for some of the Statutory Boards allow the Board of Directors to choose private sector auditors with no reference to the Aud Gen.

Legislature’s involvement in the budgetary process is limited by strict time constraints and the non use of specialised committees. Since the last assessment, the Public Accounts Committee legislation setting out the mandate and membership of the Committee has been enacted. However, procedural difficulties (lack of a quorum) and legal disputes have meant that it has not been carrying out its accountability function. It has not met since March 2005.

8. Donor practices
Barbados is no longer eligible for funding from the World Bank
 and most Bilaterals do not provide bilateral assistance. Barbados does benefit from regional initiatives supported by Bilaterals, UN, EC, OAS, primarily in the form of technical assistance and aid in kind. In recent years, loans have been provided by the IDB, CDB, and the EIB. The EC is the only donor providing budget support. Most other funding is provided to GoB on a re-imbursement basis and requires the use of donor specific procedures e.g. procurement, reporting, banking and audit. 

9. Assessment of the current strengths and weaknesses and their impact on PFM 
Strengths and weaknesses in PFM have a direct impact on the budgetary outcomes of aggregate fiscal discipline, strategic allocation of resources and efficient service delivery. At a central government level, the fact that the budget is credible means that agreed services can be delivered and resources are not re- allocated to non priority items. The GoB maintains a tight control on the government’s finances particularly for the central government ministries and departments. However, excessive control which leads to the requirement for numerous supplementary estimates has an adverse effect on efficient service delivery. 

Accurate and timely year end and monthly accounts provide a sound basis for decision making, and thus for sound strategic allocation and service planning and management. It also provides the basis for the development of a multi year perspective and more performance oriented reporting. Lack of this perspective undermines the ability of the public and their elected representatives to ensure that the government’s policies are being implemented effectively. Incomplete information on Statutory Boards or Corporations has a potentially detrimental effect on the achievement of aggregate fiscal discipline, with associated consequences for the delivery of the government’s agreed priorities in terms of service delivery.

Timely audit means that the accounting and use of funds is reviewed and verified, but it is undermined by the fact that there is only limited scrutiny and follow up. This reduces the extent to which the government is held accountable for efficient and rule based management of resources. 

10. Prospects for reform planning and implementation 
All major reform initiatives in government are managed through Steering Committees, however currently co-ordination across reforms may depend on committee membership and dependencies and synergies may not always be recognised.  The draft National Strategic Development Plan (NSDP) proposes to establish a monitoring unit with overall guidance provided by the National Economic Council. The government’s major Cash to Accrual project includes representatives from the Treasury, MoF, BAO, Economic Affairs, various revenue departments and accounting staff from line ministries on the Steering Committee and/or working groups. 

:-:-:-:-:-:-:-:-:-:

� There are three additional indicators looking at donor practices.


� Accounts used for analysis are for the periods 2002/3, 2003/4 and 2004/5. The accounts for 2005/6 have been prepared and are currently being printed. The accounts will be publicly available once they have been lodged with the House of Assembly by the Minister of Finance.


� A major part of extra budgetary expenditure has been funded by the proceeds of privatisation of the BNB and Insurance company.


� Article iv consultations 2005


� A concession was made with respect to funds for HIV/Aids because of the high incidence of Aids in the Caribbean region.





