Incentives for MQ E—
How to Create Demand

fforts to strengthen government M&E systems are often viewed as

technical fixes—involving better data systems, the conduct of good qual-

ity evaluations, and so forth. These supply-side issues are certainly im-
portant, but they are insufficient to strengthen the systems.

In chapter 10 we noted that, for the successful in-
stitutionalization of an M&E system—that is, the
creation of a sustainable, well-functioning M&E
function within a government, where good qual-
ity M&E information is used intensively—the de-
mand side is particularly important. Demand
focuses on the priority to use monitoring infor-
mation and evaluation findings in support of core
government activities. Uses include to assist re-
source-allocation decisions in the budget process;
to help ministries in their policy formulation and
analytical work; to aid ongoing management and
delivery of government services; and to underpin
accountability relationships.

Achieving strong demand within a country, how-
ever, is another matter. Having examples of other
countries—such as Chile, Colombia, and a num-
ber of OECD countries—that have invested the
effort necessary to build a well-functioning M&E
system can be enormously influential in creating
interest in M&E and building demand for it. And
illustrating the cost-effectiveness of individual
evaluations conducted in other countries can
also persuade decision makers about the merits
of M&E.

Some countries, such as Egypt, have developed
a good understanding among key government
ministers of the potential benefits of M&E. Yet ef-
forts to institutionalize M&E in Egypt have been
substantially frustrated by mid-level officials who
did not buy into this vision of an M&E system.

The key issue this illustrates is the need to ensure
there are sufficiently powerful incentives within
a government to conduct M&E and to a good
level of quality, and to use M&E information in-
tensively. In other words, strong incentives are nec-
essary if the M&E function is to be successfully
institutionalized. This also highlights the impor-
tance of understanding the incentives facing min-
istries and individual civil servants to conduct—or
not—M&E.

A public sector environment in which it is difficult
for managers to perform to high standards and to
perform consistently is hostile to M&E. Managers
can do little more than focus on narrowly defined
day-to-day management tasks. They are not will-
ing to be held accountable for performance if they
do not have some surety of the resources available
to them or if they do not have substantial control
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over the outputs of their activities. In this envi-
ronment, M&E is understandably seen by managers
as irrelevant, as potentially (and probably) unfair
to them, and as a threat rather than an aid.

The nature of incentives for M&E depends on
how a country envisions using M&E information.
If the main intended use of M&E is to assist line
managers in all sector ministries and agencies—
the learning function of M&E—then the broad civil
service culture is important. But if M&E is con-
ducted primarily for accountability purposes, then
the key stakeholders, whose demand for M&E
would be paramount, would be much narrower:
the office of the president or prime minister, the
Congress or Parliament, the finance and planning
ministries, and the auditor-general.

If M&E is intended as a tool for performance
budgeting, then the finance ministry and proba-
bly some other central ministries would be the key
stakeholders. Sector ministries would also be
stakeholders in a broad-based performance budg-
eting system (such as Australia’s—see chapter 8)
but would play a much less-important role in a
more centralized budgeting system (such as
Chile’s—see chapter 6). Finally, if M&E is intended
as a tool to support evidence-based policy for-
mulation and analysis, then it is more likely to in-
volve all ministries.

Clearly each of these intended uses of M&E in-
volves somewhat different sets of stakeholders and
thus incentives—to drive the system. As noted ear-
lier, there is a tendency for government M&E sys-
tems to be conceived in an ambitious manner to

include all possible uses of M&E information (see,
for example, the case of Colombia—annex B).
This approach would involve all stakeholders and
thus a more complex set of incentives and may be
unrealistic.

As we shall see in chapter 12, it is important that
the issue of incentives is investigated when con-
ducting a diagnosis of a country’s or a ministry’s
M&E system,; it is also a key issue when prepar-
ing an action plan to strengthen an M&E system.
As already noted, the importance of understand-
ing incentives is stressed in the extensive litera-
ture on achieving other types of governance
reform (World Bank 1997b, chapter 9).

Three types of incentive are presented in table
11.1: carrots, sticks, and sermons.! Many of these
incentives have been used to help institutional-
ize M&E in developed and developing country
governments. Carrots provide positive encour-
agement and rewards for conducting M&E and uti-
lizing the findings. They include, for example,
public recognition or financial incentives to min-
istries that conduct M&E.

Sticks include prods or penalties for ministries or
individual civil servants who fail to take per-
formance and M&E seriously—such as financial
penalties for ministries that fail to implement
agreed-on evaluation recommendations. Finally,
sermons include high-level statements of en-
dorsement and advocacy concerning the impor-
tance of M&E. They also include efforts to raise
awareness of M&E and to explain to government
officials what’s in it for them.
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