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Abstract

This independent study examines approaches to assess the cost-effectiveness of ECHO’s
humanitarian aid operations. It comes at a pertinent time internationally with the World
Humanitarian Summit Grand Bargain calling for humanitarian actors to work together
efficiently, transparently and harmoniously and to ‘get more means into the hands of
people in need’. It is also relevant to reform efforts in the European Commission and
ECHO on Better Regulation and improvements to results management through the
introduction of standard key output and outcome indicators. The study draws on a range
of different sources of evidence including a review of evaluations and literature, numerous
interviews, and corporate and project data; resulting guidelines were further tested in a case
study.

The study produced detailed guidance for assessing cost-effectiveness in ECHO ex-post
evaluations. It suggests one Evaluation Question for all geographical evaluations, and
provides a minimum and a full package of analysis reflecting different levels of importance
given to cost-effectiveness in each particular case. The study also recommends that ECHO
considers starting a change management process with the aim of making ECHO a more
efficient and cost-effective humanitarian donor. It provides hereby suggestions for
adapting ECHO’s management and monitoring systems and structures.
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Executive Summary

Introduction and Purpose
The “Study on Approaches to Assess Cost-Effectiveness of DG ECHO’s Humanitarian
Aid Actions” was commissioned by the Evaluation Sector of the European Commission’s

Directorate-General for European Civil Protection and Humanitarian Aid Operations
(ECHO).

The study is an important contribution by the ECHO Evaluation Sector to Commission
requirements included in the European Commission (EC) Financial Regulation and Better
Regulation Guidelines for better and more consistent cost-effectiveness assessments of
Commission activities. The study builds on ongoing ECHO work to improve results
management.

The study on approaches to assess cost-effectiveness also contributes to thinking on how
ECHO could approach a number of World Humanitarian Summit commitments made in
the Grand Bargain to work together efficiently, transparently and harmoniously in the
context of ever increasing humanitarian needs and deepening deficits.

The purpose of this study was

1. to assess the feasibility of recognised approaches to cost-effectiveness assessment
for ECHO humanitarian aid operations,

2. to provide practical approaches for assessing cost-effectiveness within the
parameters of ECHO’s operations and data collection practices for ex-post
geographical /country level evaluations, and

3. to make recommendations for improving monitoring and management systems to
facilitate cost-effectiveness assessments in ECHO.

Terms and Definitions

The study found that one of the most important challenges around greater adoption of

cost-effectiveness approaches in humanitarian aid is the misunderstanding of terms and

definitions. In the absence of consistent EC and ECHO terminology, the study

recommends the following terminology for future ECHO evaluations:

* Economy: are inputs of the appropriate quality bought at the right price?

* Efficiency (equivalent to cost-efficiency): how well are inputs converted into
outputs?

* Effectiveness: how well are outputs achieving the desired outcomes?

» Cost-effectiveness: the achievement of intended outcomes in relation to costs.

Using these terms and the below diagram for illustrative purposes will cause the least
confusion as they are defined (although not used) consistently by most actors in the
humanitarian system.

Figure 1. Cost-effectiveness assessments and the results chain
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Findings and conclusions per task

The study on approaches to assess cost-effectiveness was organised across three successive
phases and seven tasks. The methodology required the use of various tools and strong
stakeholder engagement with ECHO staff, relevant EC stakeholders and independent
evaluation experts and ECHO evaluators. The summary findings and conclusions per task
are:

Task 1 — ECHO evaluations review

The study found that despite a question on cost-effectiveness having been included in
ECHO evaluation ToRs since 2014 evaluators have not been able to satisfactorily judge the
extent to which ECHO humanitarian aid actions were cost-effectively delivered or if the
size of the budget was commensurate to expected outcomes and ECHO objectives. This
gap is partially due to the difficulty in humanitarian aid to define, quantify and measure
outcomes clearly, but it is also due to a lack of consistent methods being used. Guidance
could therefore contribute to filling this gap by promoting more systematic analysis in
ECHO evaluations and potentially in other donor evaluations if the guidance is shared.

Task 2 — Evaluability assessment of the appropriateness and proportionality of
ECHO?’s budget

This task differed from the others in that it related to what economists call ‘allocative
efficiency’ rather than the ‘productive efficiency’ the main part of the study dealt with.
While ‘productive efficiency’ has been translated for development and humanitarian aid
into Value for Money or Cost-effectiveness frameworks, there is no recommended or
appropriate way of applying ‘allocative efficiency’ principles to humanitarian aid. This is
because decisions on budget allocations in humanitarian aid should be based on need, a
consideration of what others are doing and the donot’s objectives. Allocating aid to where
it is cheapest would undermine Humanitarian Principles.

The study therefore produced a discussion paper on what types of evidence ECHO could
generate and consider through evaluations for budget size decisions at the global Multi-
Annual Financial Framework level. This evidence consists of four categories:
1. Quantitative analysis of ECHO’s global budget in comparison to need, other
donors, total funding and ECHO objectives
2. Quantitative and qualitative evidence of ECHO’s cost-effectiveness in key cost

areas
3. Qualitative evidence on the effectiveness of ECHO’s EU Added Value roles
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4. Wider evidence on the effectiveness of the humanitarian system and improvements
over time.

Task 3 — Cost-effectiveness methods and literature review

The objective of this task was to review the available recognised methods of assessing cost-
effectiveness and to develop a solid understanding of their applicability to ECHO
humanitarian aid operations. The review found that there is a consensus amongst major
donors and aid agencies that considering the costs and results of actions is worth doing.
Cost-effectiveness (often referred to as Value for Money) is a concept to which numerous
analytical approaches can be applied, with the choice of tool, formula or process being
driven by the goal of the analysis. There is no ‘one size fits all’. A number of the tools and
methods are relevant for immediate use in ECHO evaluations. For others, more
quantitative tools, ECHO systems will need to change as described in the
recommendations section below.

Tasks 5 and 6 — Detailed approach for assessing cost-effectiveness in ECHO ex-
post evaluations and case study testing

The study developed detailed guidance for assessing cost-effectiveness in ECHO ex-post
evaluations. The purpose of the guidance is to ensure that the opportunity that evaluations
offer for analysing cost-effectiveness is seized. This will help ECHO justify its actions,
ensure good stewardship of its resources and contribute to evidence.

The guidance suggests one Evaluation Question that should be included in all ECHO
Terms of Reference of geographical evaluations:

To what extent did ECHO achieve cost-effectiveness in this response?

The Evaluation Question is then split into two sub-questions — the cost-effectiveness of
ECHO in performing its role as a donor (“the process”) and the cost-effectiveness of
ECHO funded actions (“the bottom line”). Judgement criteria and indicators complete the
framework to evaluate ECHO’s cost-effectiveness in a response.

Judgement criteria and indicators on the cost-effectiveness of ECHO as a donor

JC1 | ECHO’s budget allocations are based on needs, actions of other donors and ECHO
objectives

I11.1 | Evidence that ECHO’s budget allocations are based on needs

11.2 | Evidence that ECHO’s budget allocations considered the actions of other donors
11.3 | Proportion of ECHO funding compared to total humanitarian funding

11.4 | Evidence that ECHO’s budget size was commensurate to ECHO objectives and
expected outcomes

JC 2 | ECHO balanced cost in relation to effectiveness and timeliness in making strategic
choices about its portfolio of assistance

121 | Evidence of ECHO considering cost in relation to effectiveness and timeliness in
making portfolio choices related to partners, sectors, approaches, geographical
locations, beneficiaries and transfer modalities

JC 3 | ECHO took appropriate actions to ensure cost-effectiveness throughout the project
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Judgement criteria and indicators on the cost-effectiveness of ECHO as a donor

cycle

13.1 | Evidence of ECHO considering efficiency and cost-effectiveness in selecting partner
proposals and negotiating contracts

1 3.2 | Evidence of ECHO monitoring efficiency and cost-effectiveness of partners

1 3.3 | Optional: Evidence that lessons learned were considered in programming

Judgement criteria and indicators on the cost-effectiveness of ECHO-funded
actions

JC 4 | Humanitarian actions funded by ECHO were efficient

14.1 | Qualitative evidence that partners and actions supported were efficient

14.2 | Optional: Value of transfers reaching populations compared to administrative costs
14.3 | Optional: Evidence that largest cost drivers were well-managed

14.4 | Optional: Cost per unit / beneficiary in key sectors

JC5 | Humanitarian actions funded by ECHO were cost-effective

15.1 | Qualitative evidence that partners and actions supported were cost-effective

152 | Optional: Main quantitative or monetary outcomes of ECHO-funded projects
compared to costs

Detailed guidance is provided on how to analyse all indicators and how to conclude on the
judgement criteria and overall evaluation question on cost-effectiveness. The guidance
further presents recognised and feasible methods and tools for ECHO evaluations rated
from 1-3 on the level of effort required for their application. A minimum set of indicators
is recommended to be included from now on in all ECHO evaluations to facilitate a
consistent assessment of the cost-effectiveness of ECHO as a donor (the process) and its
funded humanitarian aid actions (the bottom line).

Tasks 4 and 7 — Gap analysis and recommendations on monitoring and
management system changes
See below under recommendations.

Conclusions

This study comes at a pertinent time internationally with the World Humanitarian Summit
Grand Bargain calling for humanitarian actors to work together efficiently, transparently
and harmoniously and to ‘get more means into the hands of people in need’. The study is
also pertinent to reform efforts throughout the European Commission on Better
Regulation and in ECHO on improvements to results management through the
introduction of standard key output and outcome indicators.

Applying the guidance consistently in ECHO evaluations from now on and disseminating
the results throughout the organisation will enable ECHO to improve on the three main

functions of cost-effectiveness analysis in humanitarian aid:

* Deepening the evidence base (learning)
* Driving cost-effectiveness in programme management (improving)
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* Demonstrating cost-effectiveness (accountability)
Recommendations
The study makes three sets of recommendations to ECHO on how to:
1. integrate cost-effectiveness assessments in future ECHO evaluations,
adapt existing management and monitoring systems and structure, and
3. manage the change process for integrating cost-effectiveness into ECHO
programming.

Integrating cost-effectiveness assessments in future ECHO evaluations

The study recommends that all future ECHO evaluations include one evaluation question
on cost-effectiveness with a minimum package of indicators on ECHO as a donor and
ECHO funded actions. Where cost-effectiveness is a particularly pertinent issue, the
Evaluation Manager will specify this in the ToRs and the evaluation team will select
additional optional indicators and detailed evaluation tools and methods during the
inception phase in line with broader evaluation matrix development.

It is recommended that the ECHO Evaluation Sector pilots the guidance once before
rolling it out in ECHO. The guidance should then be introduced to ECHO regional and
field offices through existing communication activities. It is also recommended that the
ECHO Evaluation Sector presents the guidance to other humanitarian donors in the
interest of WHS commitments on harmonisation and reducing duplication and
management costs.

Adapting existing management and monitoring systems and structures

The recommendations in this section follow the order of the tasks of ECHO as a donor in
country programming in line with the five judgement criteria in the cost-effectiveness
guidance.

Making budget allocation decisions (JC1): if ECHO wanted to provide greater transparency and
predictability on budget allocations at country level (in line with WHS Grand Bargain
commitments to greater transparency), it would need to be more explicit about how its
decisions on budget size link to needs, other donor funding and its objectives (including
EU Added Value). Expected outcomes would need to be defined in the Humanitarian
Implementation Plans (HIPs) with a budget commensurate to the scale of outcomes
envisaged.

Making strategic choices as a donor (JC2): while ECHO as one of the biggest humanitarian
donors makes strategic choices annually when choosing partners and actions to fund at
country level, there is no documented analysis of the costs and benefits of these choices. It
is therefore recommended that ECHO considers conducting multi-annual strategic
assessments in protracted crises weighing up the costs and benefits of for example, funding
different types of partners (NGOs versus UN), consortia versus individual partners,
different transfer modalities, and the balance between different approaches (preparedness
versus response). Multi-annual strategic assessments would contribute to ECHO meeting
WHS Grand Bargain commitments on increasing multi-year planning. If done together
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with another like-minded donor, it could also contribute to the WHS Grand Bargain
commitment on reducing duplication and management costs.

Managing partners throughout the project cycle (JC3): to introduce consistent and systematic cost-
effectiveness assessments into the ECHO project cycle, ECHO could either include
questions on partners considering cost-effectiveness in the FichOps Guidelines or
introduce a cost-effectiveness marker in line with the two already existing gender and
resilience markers. The questions could look like this:
e Does the Single Form provide sufficient information to assess the action’s
o Efficiency, such as cost per beneficiary, ratio between goods and services
directly delivered to beneficiaries and others costs (already existing question
in the FichOps Guidelines)?
o Economy, such as the cost per input of the main cost drivers (new
question)?
o Cost-effectiveness, such as the cost per outcome in key sectors (new
question)?
e Are partners consistently generating and using this information to improve their
programming?

The requests from partners on additional cost-effectiveness information should ideally be
harmonised with other donors to comply with the WHS Grand Bargain commitment on
reducing duplication and management costs.

Delivering humanitarian aid cost-effectively — “the bottom line” (JCs 4 and 5): following on from the
recommendation under JC3 for ECHO to ask partners about their consideration of cost-
effectiveness, ECHO could include the following three sets of questions in addition to the
two recommended ones above:

Economy:

= What are the three main cost-drivers of the action?

®  What are the costs per input of these three main cost-drivers?

* How do they compare to costs in previous actions or other partners? Are there large
variations? Can variations be explained?

*  What evidence is there that partners are managing the cost-drivers well?

Efficiency:

®  What are the transfer ratios and unit costs of the action?

" Are they significantly higher or lower than in previous actions or in comparison to
other partners?

*  What reasons for large variations are given by partners?

" Are these reasons valid? If not, what is being done about it?

Cost-effectiveness:

*  What are the costs per key quantified outcome?

= What is the cost-effectiveness ratio (CER)?

* Is the CER significantly lower or higher than in previous actions or in comparison to
others?
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*  What reasons for large variations are given by partners?
*  Are these reasons valid? If not, what is being done about it?

In order to enable sound cost-effectiveness analysis with the data generated above and
enable comparisons and benchmarking, ECHO could

e capitalise more on partners and other donor’s efforts to analyse cost-effectiveness,

e commission thematic evaluations on cost-effectiveness in key sectors/cost areas,
and

e feed regular monitoring data into regional databases and / or into sector policy
guidelines.

Managing the change process for integrating consistent cost-effectiveness
assessments into ECHO programming

The study recommends that ECHO considers starting a change management process with
the aim of making ECHO a more efficient and cost-effective humanitarian donor. This
should involve:

* Defining what cost-effectiveness means for ECHO in the current internal European
Commission context (Better Regulation Agenda, Financial Regulation) and external
context (WHS commitments and increasing needs).

* Collaborating with other donors to learn from their experience, harmonise and align
approaches to cost-effectiveness assessments (in line with WHS commitments).

* Committing adequate resources to making cost-effectiveness an integral part of
programme management while making sure not to over-complicate.

* Being realistic about costs to partners of an increased focus on cost-effectiveness and
ensuring that cost-effectiveness assessments are cost-effective.

* Communicating the purpose and mechanics of the process to partners, Member States
and affected communities.

" Managing the risks involved with new processes and change by involving staff and
building on the existing efforts to drive cost-effectiveness in ECHO and by partners.
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1. Introduction

The present document is the Final Report of the Study on Approaches to Assess Cost-
Effectiveness of DG ECHO’s Humanitarian Aid Actions, commissioned by the Evaluation
Sector of the European Commission’s Directorate-General for European Civil Protection
and Humanitarian Aid Operations (ECHO). It was preceded by an inception report (April
2016) and a progtress report (May 2016).

The ToRs state that the study was commissioned due to various Commission
requirements, such as in the Financial Regulation' and Better Regulation Guidelines, to
assess the cost-effectiveness of Commission activities and to justify the level of spending.
Furthermore, in the case of humanitarian aid, there is a strong need to improve cost-
effectiveness, considering the ever increasing humanitarian needs and stagnant allocations.

1.1 Study scope and purpose

The focus of this study is on developing an approach to analyse cost-effectiveness in
ECHO evaluations. Despite the focus on evaluations, the tools developed in this study can
be adapted and built on for use throughout other levels of analysis and for different
purposes. But given the relatively short time-frame and resources for this study, it was
impossible to develop approaches and tools for the many different areas in which ECHO
would like and is asked to improve its capacity to conduct cost-effectiveness analysis.

The following figure presents the subject, purpose and scope of the study:

1 E.g. Art. 30: 1. Appropriations shall be used in accordance with the principle of sound financial management, namely
in accordance with the principles of economy, efficiency and effectiveness. 2. ... The principle of efficiency concerns
the best relationship between resources employed and results achieved.
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Figure 2. Study purpose, subject, scope and principle users

Subje ot ggi);g:ches to assess cost-effectiveness of ECHO’s humanitarian aid

* Assess feasibility of recognised approaches to cost-effectiveness
assessment for ECHO humanitarian aid operations

Provide practical approach for assessing cost-effectiveness within the
Purpose parameters of ECHO's operations and data collection practices for ex-
post country level evaluations

Make recommendations for improving data collection and management to
improve cost-effectiveness approaches

* Geographic: Worldwide
» Thematic: all and only ECHO’s humanitarian aid operations

= Includes all sectors of ECHO’s operations
- Excludes ECHO’s capacity building activities (inc.
DIPECHO, Aid volunteers and Civil Protection)

Scope

Source: ADE based on ToR

In addition, evidence generated through better and consistent cost-effectiveness
assessments in evaluations could and should inform decision making both upstream and

downstream (see Figure 3) even when specific tools for those levels of analysis have not
been developed yet.

Figure 3. Levels of Analysis

Level of analysis: Key interest group: CEA focus:
Global ECHO EC Allocative efficien
ortfolio ECAD ekl oocfaEUesTJef]g <
P EU MS :
Country and ECHO leadership SO ETTE L] Study
. efficiency and cost-
crisis-level & desks, partners S G— focus
. _ ECHO desks, Partner efficiency v
Individual projects t and cost-
[EIIAIETE effectiveness
Source: ADE
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1.2 Terms and definitions

Cost-effectiveness

ADE

One of the challenges around greater adoption of cost-effectiveness approaches in
humanitarian aid is the confusion and misunderstanding of terms and definitions. The
purpose of this section is to summarise the most commonly used terms and definitions and
to conclude with a recommendation for ECHO evaluations.

Table 1. Table of Equivalents

Organisation  Source

| Term

Definition

ECHO Study ToRs and | Cost-effectiveness Cost-effectiveness: “Is the size of the
ECHO budget for the programme appropriate and
evaluation ToRs proportional to what the programme is set

out to achieve? Is it sufficient for reaching a
critical mass of impacts? Could the same
results have been achieved with less
funding?”
FichOp Cost-efficiency Cost-efficiency is efficiency at output level
Guidelines 2016
Transfer Cost-effectiveness Cost-effectiveness: the cost of achieving
Modalities study? intended programme outcomes

European EC Better | Efficiency Efficiency considers the relationship

Commission Regulation between the resources used by an
Guidelines intervention and the changes generated

by the intervention" where changes refer
to outputs, results and impacts so that
analysis of cost-effectiveness is included
as part of the efficiency criterion.
Financial Efficiency Efficiency concerns the best relationship
Regulation between resources employed and results
achieved.

OECD-DAC DAC criteria for | Efficiency and | Efficiency: measures the outputs -
evaluating effectiveness qualitative and quantitative - in relation to
development the inputs. It is an economic term which
assistance? signifies that the aid uses the least costly

resources possible in order to achieve the
desired results.

Effectiveness: measures the extent to which
an aid activity attains its
objectives/outcomes.

DFID DFID’s Value for Money | Economy: are inputs of the appropriate
Approach to | and the 3Es quality bought at the right price?

2 htt ec.curopa.cu/echo/funding-evaluations/evaluations/thematic-evaluations en

3 http://www.oecd.org/dac/evaluation/daccriteriaforevaluatingdevelopmentassistance.htm
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| Term

ADE

Definition

Organisation |

Value for Efficiency or Cost-efficiency: how well are
Money, 20114 inputs converted into outputs?
Effectiveness: are outputs achieving the
desired outcomes?
Cost-effectiveness: how much impact does
an intervention achieve relative to the inputs?
Value for Money: making the best use of
resources.
WEP Technical Note | Efficiency Efficiency at activity level
on Efficiency e.g. cost and benefit of food fortification
Analysis,  June plant
20135 Efficiency at output level
e.g. cost of cash transfers versus food-in-
kind per Euro of food delivered
Efficiency at outcome level
e.g. cost of cash versus food-in-kind per unit
of food consumption improvement
Efficiency at impact level
e.g. cost per QALY saved, Benefit-Cost
Ratio of food vouchers
IRC “Cost  Analysis | Best Use of | Best use of resources: maximizing the
Methodology at | Resources impact of each dollar spent to improve our
the IRC”, Best client’s lives.
Use of Resources Cost-efficiency: cost per output that a
Initiative at the program produces
IRC Cost-effectiveness: cost per outcome that a
program achieves
ICAI — | ICAT’s Approach | Value for Money | Economy: getting the best value inputs
Independent to Effectiveness | and the 4Es Efficiency: maximizing the outputs for a
Commission and Value for given level of inputs
for Aid Impact | Money, Effectiveness: ensuring that the outputs
November 20116 deliver the desired outcome
Equity: ensuring that the benefits are
distributed faitly
Source: ADE
4 https://www.gov.uk/government/uploads/system /uploads/attachment data/file/67479/DFID-approach-value-
money.pdf

5 Renard, R. and Lister, S., “Technical Note on Efficiency Analysis”, WFP — OEV, June 2013

6
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The UK Department for International Development (DFID) uses the below figure to
demonstrate how Value for Money relates to the results chain.

Figure 4. Value-for-money and the results chain

.
X //—_W\

A
Input Process Output >> Outcome>> Impact

Cost-effectiveness |

Equity considerations

Source: DFID

While many donors routinely analyse elements of the VM chain, the prominence of DFID
terminology and approaches is due to the fact that DFID is the donor continuously
publishing guidance on the subject in both development and humanitarian aid.

Results chain

There are also inconsistencies in results terminology, where the terminology in the EC’s
‘Better Regulation Toolbox™ is different to the results chain in ECHO’s Single Form and
different again to the more widely used terminology in the humanitarian system and in

ECHO’s KRIs as illustrated in Figure 5.

Figure 5. Results chain terminologies

Single Form

o Specific Principal
i Objective Objective

EC Better Regulation

RN N, i R

OECD DAC, UNOCHA, DFID, ECHO KRIs

P T 4

7 Better Regulation Toolbox, p. 271, Tool #42: Identifying the Evaluation Criteria and Questions
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Conclusion on terminology

The study team recommends to use the following terminology in ECHO evaluations:

* Economy: are inputs of the appropriate quality bought at the right price?

» Efficiency (equivalent to cost-efficiency): how well are inputs converted into
outputs?

* Effectiveness: how well are outputs achieving the desired outcomes?

* Cost-effectiveness: the achievement of intended outcomes in relation to costs.

Using these terms and the below diagram for illustrative purposes will cause the least
confusion as they are defined (although not used) consistently by most actors in the

humanitarian system and within the European Commission and ECHO. Where relevant
and necessary, ECHO can add in ‘equity’ considerations.

Figure 6. Cost-effectiveness assessments and the results chain

ml D > oo owne > v
1

| Cost-Effectiveness |

Source: Adapted from DFID

Using the terms and diagram consistently will help ECHO with improving the
understanding of the three functions of cost-effectiveness analysis in humanitarian aid:

e Deepening the evidence base (learning)
e Driving cost-effectiveness in programme management (Improving)

¢ Demonstrating cost-effectiveness to Member States and affected communities
(accountability)

1.3 Report outline

The structure of Volume I of the Report is as follows:

* Introduction: covering the subject, purpose and scope of the study; terms and
definitions used; and the approach taken to the study tasks.

* Context: covering existing initiatives for cost-effectiveness analysis in the wider
humanitarian system and within ECHO.

* Study methodology: covering the team’s understanding of the study tasks, the
approach selected and the study outputs.

* Approaches, Findings and Conclusions per Task

* Conclusions
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Annex A presents the cost-effectiveness guidelines for ECHO evaluations (Task 5)

Annex B: ToR

Annex C: Evaluation review (Task 1)
Annex D: Literature review (Task 3)

Annex E: Bibliography

Annex F: Discussion paper (Task 2)

Annex G: Table of Gaps and Recommendations (Tasks 4 and 7)
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2. Context

It is important to consider the scope of the study in the context of reforms and initiatives
for greater efficiency, effectiveness and cost-effectiveness analysis in the wider
humanitarian system, the European Commission and within ECHO. Much has been going
on to improve data availability and analysis externally and internally in ECHO, but
important constraints remain.

2.1 External context

Humanitarian System

This study comes at a pertinent time with humanitarian needs and financing gaps at an all-
time high,” and a strong commitment from the international community to address this
crisis at the World Humanitarian Summit in May. It also comes at a time of increasing
pressure within European countries (political, media and public) for aid agencies to
demonstrate cost-effectiveness in the use of public funds.

The recent report “Too important to fail — addressing the humanitarian financing gap” by
the High-Level Panel on Humanitarian Financing is particularly relevant to the efficiency
and cost-effectiveness agenda.” One of the report’s three key recommendations is a “Grand
Bargain on efficiency — stretching available money to reach more people in need.”

The “Grand Bargain on efficiency” calls for more financial transparency, scaling up the use
of cash-based programming and more coordination in its delivery, a reduction in
duplication and management costs, more support to national first responders, more
harmonised and simplified reporting requirements, less earmarking, more multi-year
humanitarian funding, more participation of beneficiaries, and commissioning of functional
expenditure reviews.

The effort to drive efficiency and cost-effectiveness in humanitarian action is not new. Any
aid organisation with good programme management is striving to deliver humanitarian aid
efficiently and cost-effectively as a matter of routine. The interest from the public and
media for aid agencies and donors to demonstrate the efforts made in these areas is more
recent. The UK’s drive to improve Value for Money in humanitarian aid was first
highlighted in the Humanitarian Emergency Response Review published in 2011." In the
same year, the UK’s Department for International Development carried out the first
Multilateral Aid Review, assessing multilateral agency performance on Value for Money
criteria. WEP started explicitly adopting the VIM concept and embedding it throughout its

8 The High-Level Panel on Humanitarian financing puts the needs at $40 billion, with $25 billion currently being spent
on life-saving assistance to 125 million people in need, and a funding gap of $15 billion.

https://www.worldhumanitariansummit.org/whs finance/hlphumanitarianfinancing

10 https://www.gov.uk/government/uploads/system /uploads/attachment data/file/67579/HERR.pdf
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organisation from the strategic to the operational level in 2013. Several NGOs, such as
Oxfam and DRC are defining VM for their organisation and have developed tools to
analyse VIM in their operations.

In the system as a whole, tools for economic and financial analysis are used more than
before to deepen the evidence base and demonstrate the efficiency and cost-effectiveness
of different humanitarian interventions. For example, UNICEF, WFP, UNHCR and
OCHA are working together on a “Return on Investment for Emergency Preparedness
Study” to advance the evidence base on time and cost returns to emergency preparedness.''

European Commission

Within the European Commission, unrelated to humanitarian financing, there are efforts
underway to more systematically drive and demonstrate efficiency and cost-effectiveness
through the Better Regulation agenda of May 2015. “Better regulation is about designing
EU policies and laws so that they achieve their objectives at minimum cost.”"?

Directorates General, including ECHO, are required to introduce the ‘evaluate first’
> g ) q

principle, commit to quantifying impact more and put in place indicator frameworks to

capture results more systematically.

Financial regulation article 27(1) also states that “budget appropriations shall be used in
accordance with the principles of economy, efficiency and effectiveness”.

2.2 Internal ECHO context

In response to these external developments, ECHO is committed to improving systems
and processes in the future in addition to already on-going actions on improving efficiency
and cost-effectiveness assessments.

Future Commitments

In response to the “Grand Bargain on efficiency”, the Communication from the
Commission (written by ECHO) to the European Parliament and Council on the World
Humanitarian Summit includes a section on making humanitarian action more efficient and
cost-effective. The Communication states:

“Ouality, results, cost-efficiency and accountability to affected populations are also key elements of
humanitarian effectiveness. There is a need for common tools to measure whether the assistance addresses
actual needs and brings the expected impact. In parallel, in order to maximise the reach and relevance of
action, there should be mechanisms in place to ensure that the views of affected populations, particularly
women, are considered throughout the response. All of these efforts shounld be underpinned by functioning

1 http://www.unicef.org/publications/index 81164.html

12 http://ec.europa.eu/smart-regulation/index en.htm
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financial tracking, if possible to the level of actnal aid delivered to beneficiaries, to avoid gaps and overlaps.
In turn, this approach should facilitate evaluation of results to matke further improvements.”

“Donors should systematically coordinate their efforts and evalnate the delivery practices of implementing
organisation to identify their added value and possible cost efficiencies, based on common humanitarian
Standards.”

This Communication shows that ECHO is ready to work with others to make the system
more efficient and cost-effective. This will require getting ‘the own house in order’ but
also flexibility to harmonise approaches with other donors and aid agencies.

Existing Practice and On-going Initiatives

Results

ECHO is acutely aware of the challenges in humanitarian aid in collecting and analysing
data on the results (outputs and outcomes) it is funding and hence its difficulties in
assessing efficiency and effectiveness of its support. ECHO is therefore working on
improving its results reporting systems. Currently, ECHO is introducing standard indicators
to improve the quality of the results indicators and to enable ECHO to compare as well as
aggregate achievements across programmes. Two sets of indicators are being developed for
different purposes:

1. 30 to 35 output indicators that can be aggregated for reporting and
communication purposes at the corporate level. In an environment of budget
pressures in most European governments and the large demands for humanitarian
assistance, it is particularly important to be able to show how many people, how
many humanitarian aid actions and which actions are supported through ECHO to
improve disaster affected people’s lives. The proposed output indicators will be
able to deliver this. For example, ECHO will be able to show how many people
receive what type of food assistance funded by ECHO during the El Nino related
drought in Ethiopia. The output indicators will also inform programme
monitoring and evaluation and will enable more coherent efficiency analysis.

2. A small number of outcome indicators helping ECHO to capture how much
ECHO’s humanitarian aid actions have changed lives. For example, measures such
as a reduction in malnutrition rates or increases in coping strategy indices. These
outcome indicators are not aggregable and will not be used for communications
purposes. They are intended to support ECHO in programme performance
monitoring and evaluation, and are needed for cost-effectiveness analysis.

Process efficiency and effectiveness

ECHO is also revising Key Performance Indicators (KPIs) to measure organisational
efficiency and effectiveness reported on in the Annual Management Plans and Activity
Reports. Current examples of KPIs are:

1. % of ECHO funded operations in which Disaster Risk Reduction has been
mainstreamed.
2. Indicators based on gender and resilience markers.
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3. % of contracts issued under following targets for number of days elapsed from
decision to contracting: Primary Emergency decision: 5 days; Emergency
decision: 18 days; Other: 56 days.

Efficiency can be assessed at different levels of operations and so can effectiveness. The
ECHO KPIs measure efficiency and effectiveness at the organisational level with impact
for the project level. An evaluation of ECHO’s efficiency and cost-effectiveness in for
example a worsening crisis, should look at the speed of ECHO funding as slow funding
could result in having to fund actions later at a higher cost not to mention unnecessary
suffering which may be experienced by the affected population.

Guidance, process and templates

ECHO already provides some guidance and uses elements of efficiency and cost-

effectiveness analysis at several stages of the programme cycle and in policy. Examples are:

* Thematic policy guidelines include some evidence on which interventions in WASH
for example are more efficient than others and recommends that the guidance is taken
into account in project appraisal.

* Single Form budget templates are designed to enable analysis of costs of outputs.
Desks and field staff sometimes look at comparative unit costs when they assess
project proposals.

* FichOp Guidelines require ECHO staff to ask questions on cost-efficiency when
selecting partner proposals.

* The Framework Partnership Agreements’ Partners’ Assessments include criteria on
partner capacity to be efficient in procurement for example.

* All evaluations include the effectiveness and efficiency criteria, and specific questions
on cost-effectiveness as explained in the section on terms and definitions above.

At an operational and policy level, ECHO is at the forefront of driving the humanitarian
system to scale up the most efficient and effective transfer modalities. ECHO is playing a
lead role on scaling-up unconditional multi-sector cash transfers. For example, ECHO
developed “10 Common Principles for Multi-Purpose Cash-Based Assistance to Respond
to Humanitarian Needs” which were endorsed by European Governments and the High
Level Panel on Humanitarian Cash Transfers.” ECHO is also improving its capacity to
conduct context specific analysis to ensure that the most cost efficient and effective choice
of transfer modality is made.

In addition, the UK demands greater attention to Value for Money analysis from ECHO.
This is in particular with reference to DFID’s €106 million delegated funds to ECHO over
four years for the ‘Providing Assistance to Sahel Emergencies Programme’ (PHASE).
DFID expects ECHO to provide yearly Value for Money analysis of the delegated funds
for Annual Reviews. However, the monitoring system in ECHO is not currently geared up
to do this.

14 http://ec.europa.eu/echo/sites/echo-site/files/evaluation transfer modalities final report 012016 en.pdf
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Conclusion

Despite all these different demands for efficiency and cost-effectiveness assessments of
ECHO’s humanitarian aid, as well as the many initiatives and actions already underway to
improve ECHO’s capacity, ECHO does not have an institutional definition of what
efficiency and cost-effectiveness mean in the context of its mandate and actions nor
institutional guidance on undertaking this analysis. While most stakeholders consulted
already undertake some form of efficiency analysis, this is done without a commonly
understood terminology or consistent and systematic methodology.
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3. Methodology

The study on approaches to assess cost-effectiveness was organised across three successive
phases and seven tasks (see figure below).

Figure 7. Study Phases and outputs per task

T1: ECHO evaluation Stakeholder T3: VFM methods
review q interviews review
~ =z < =

e - e
T4: Gap analysis of o ) -
ECHO monitoring < E >\ T5: First d.raft_of the |< > | T2: Evaluab_lllty of
VEM guidelines budget size

systems
~ -

T6: Approach tested
via case study

evision
Guidelines

T5: Final VFM
guidelines

>{ Final Report k://

This approach has required the use of various tools such as evaluation review, literature
review, and stakeholder interview (evaluators, ECHO staff] etc.). These tools are detailed in
the following table.

Inception
Phase

Research
Phase

Stakeholder
interviews

Guidelines

: Recommendations
Synthesis
&
Reporting

Source: ADE

Table 2. Study Tools

Review of the approaches taken so far in ECHO Humanitarian aid evaluations

Task 1 .
to assess cost-effectiveness/ VM.

= Review of ECHO humanitarian aid evaluations through a common evaluation review
template

Task 2 Feasibility analysis of developing a methodology for evaluating the
appropriateness and proportionality of ECHO’s budget at the crisis level.

® Review of approaches to evaluating the size of the budget and reaching critical mass at the
crisis level in ECHO evaluations so far (as part of Task 1)

= Interviews with framework contract evaluators and key ECHO staff on the above

= Literature review on the VIM of advocacy and influencing interventions

=  Quick review of the feasibility of generating basic statistics of ECHO funding per crisis by
going through OCHA FTS data for the last two years

®  Meetings with and regular updates to the Evaluation Sector
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Review of different recognised methods of assessing cost-effectiveness/ViM,
Task 3 | and examination of the feasibility of applying them to ECHO Humanitarian
Aid programmes.

= Literature review (academic and donor literature on cost-effectiveness and value-for-money)
® Interviews with policy, evaluation and learning staff of ECHO and where possible other
donors

‘Gap analysis’ of ECHO’s management & monitoring systems, in view of
Task 4 | identifying missing elements that are necessary/useful for catrying out cost-
effectiveness assessments.

= Literature review (notably of ECHO Evaluation of the use of different transfer modalities)

= Inputs from Task 3 (see above) and to some extent from Task 5

= HOPE data and Single Forms review

®  Semi-structured interviews with ECHO staff (including HOPE database specialists) and
partners

Development of a detailed approach for assessing cost-effectiveness of ECHO
Task 5 | Humanitarian Aid programmes, applicable to ex-post evaluations, built on both
quantitative and qualitative components.

® Inputs from Tasks 1-4

=  Semi-structured interviews with ECHO staff (including a representative number of field and
desk staff) for reality checks, feedback and most of all buy-in

®  Semi-structured interviews with evaluation departments of partners and other donors

®  Study team workshop for developing a draft approach

= Progress meeting with Steering Group for feedback and buy-in

= Workshop with evaluators for fine-tuning and capacity building

®  Final meeting with Steering Group

Task 6 Test of the detailed approach via a case study in the context of an existing,
recent ECHO Humanitarian Aid evaluation.

® Inputs from Task 5
® Quantitative and qualitative analysis of data
=  Semi-structured interviews with ECHO staff and partners

Recommendations on how ECHO could adapt its existing management &
Task 7 | monitoring systems and structures to facilitate/improve/enable assessments of
cost-effectiveness of Humanitarian Aid actions.

= Inputs from Tasks 4, 5 and 6
= Semi-structured interviews with ECHO staff, partners and other donors
®  Workshop with evaluation practitioners (23 June 2016)

The methodology used by the study team had a strong focus on regular and wide reaching
stakeholder engagement with ECHO staff, relevant EC stakeholders as well as independent
evaluation experts and ECHO evaluators. This approach was used because of the study
team’s previous experience with introducing cost-effectiveness analysis in other donors and
NGOs necessitating capacity building from an early stage in the process.
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4. Approaches, Summary Findings
and Conclusions per Task

This chapter provides an overview of all the tasks carried out, the approaches taken, the
summary findings and conclusions.

4.1 Task 1 - ECHO Evaluation Review

Approach

In order to be able to propose a practical method for assessing the cost-effectiveness of
ECHO operations in evaluations, the study team examined the practices deployed so far in
ECHO evaluations. The full review is in Annex D of this report.

The study team constructed a template questionnaire for the conduct of the evaluation
review, included in the table below. The questionnaire was developed on the basis of the
initial scoping interviews with ECHO staff and a preliminary review of recent evaluations.
Its purpose was to ensure that the review provided consistent and comprehensive analysis
of the approach taken to efficiency and cost-effectiveness analysis in recent ECHO
evaluations, with a particular focus on information regarding:
" The approaches taken to assess efficiency, and what type of quantitative
information had been collected under this critetion.
= How the evaluations assessed cost-effectiveness since the introduction of the
generic questions on cost-effectiveness in 2014.
* What comparisons were made between different programming options and
partners.

Table 3. Evaluation Review Template Questionnaire

Q# Question ‘

1 What approach is taken to assess efficiency?

2. | How is cost-effectiveness assessed?

2.a | Critical mass question included? Addressed how?

2.b | Size of budget appropriate and proportionate question included? Addressed how?
2.c | Question if the same could have been achieved with less funding included?
Addressed how?

2.d | Cost per beneficiary included? How? Compared to what?

2.e | Factors influencing cost-effectiveness included (quantitative and qualitative)?
How?

2.f | Constraints to assessing cost-effectiveness mentioned? Which ones?

3 What other quantitative information is included under efficiency? Any cost data?

4

5

Comparisons with other options? Between partners?
Results: indicators clear? Reported on? Quantitative or qualitativer Challenges
raised? Attribution?
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Q# Question ‘
6 What approach is taken to evaluating EU added value? Is it linked to cost-
effectiveness? How?

7 Other comments

A sample of 13 evaluations was selected from previously published ECHO evaluations.
The sample was selected using a purposive sampling technique, starting with the most
recent evaluations published under the current evaluation framework contract. A purposive
approach was taken due to the small number of total evaluations available, and the need to
include thematic and geographic evaluations, covering both sudden onset and protracted
crises.

Summary Findings

All ECHO evaluations considered included at least one evaluation question on efficiency
and the most recent evaluations (since 2014) also included these generic questions on cost-
effectiveness: “Is the size of the budget for the programme appropriate and proportional to what the
programme is set out to achieve? Is it sufficient for reaching a critical mass of impacts? Conld the same
results have been achieved with less funding?”

The main finding of this review is that variable level of attention is paid to efficiency and
cost-effectiveness analysis in ECHO evaluations. Several studies conducted partial analyses
and often failed to clearly explain what analysis was conducted and what the results were.
More precisely, the review highlights the following points:

Limitations

* The evaluations demonstrated very little attention paid to costs in relation to
effectiveness (cost-effectiveness). Specific questions on cost-effectiveness were only
introduced in 2014.

" Answers to efficiency and effectiveness evaluation questions were not based on
quantitative data analysis. Qualitative statements on efficiency were often not backed
up by relevant evidence.

* The lack of quantitative efficiency and cost-effectiveness analysis was justified by
ECHO and partners by a lack of clear definitions of outputs and outcomes, imprecise
numbers of beneficiaries, and little and diversely presented cost data which did not
allow for comparisons.

* Definition and understanding of efficiency and cost-effectiveness was variable across
evaluations.

* The questions on critical mass and size of the budget being appropriate and
proportional were not answered satisfactorily. Evaluations interpreted the questions
differently and most concluded that in the absence of clear objectives set by ECHO, it
would be impossible to answer these questions. Reaching a ‘critical mass of impacts’
was particularly difficult to assess as impacts are not usually assessed in humanitarian
aid and even less so in ECHO’s short-term projects.
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Positive examples

" Despite these limitations, cost per beneficiary is relatively often calculated and
sometimes compared over time or across partners, but without drawing conclusions on
efficiency.

* FEvaluations usefully separated efficiency analysis of ECHO as a donor and ECHO
funded actions/partners. And some evaluations similarly separated process efficiency
and implementing efficiency.

* Tinally, several evaluations included good qualitative analysis of factors influencing
efficiency and cost-effectiveness.

Conclusions

Despite the questions on cost-effectiveness having been introduced in 2014 into ECHO
evaluations and the efficiency criterion being included in almost all evaluations, evaluators
have not been able to satisfactorily judge ECHO or ECHO funded actions on the extent to
which humanitarian aid is efficiently and cost-effectively delivered or if the size of the
budget was proportional to the expected outcomes and objectives. Evaluators did not
conclude either on the appropriateness of the size of the budget or if the same could have
been achieved with less funding.

This gap is partially due to the difficulty in humanitarian aid to define outcomes cleatly,
quantify and measure them. But is also due to the questions not being clearly enough
defined and no consistent methods being provided for answering them. Guidance could
contribute to filling this gap by promoting more systematic analysis and the positive
examples should be built on in the guidance.

The full results of the review are presented in Annex D to this report.

4.2 Task 2 - Evaluability assessment of the appropriateness
and proportionality of ECHO’s budget

Approach

This task was different to the others in that it wanted the study team to explore what is
called in economic terms ‘allocative efficiency’ (see figure two above) rather than the
‘productive efficiency’” which the majority of the study is concerned with. While the
economic term ‘productive efficiency’ has been translated into a framework (the VEM
framework for example) that can be applied to humanitarian aid by donors such as DFID,
‘allocative efficiency’ is difficult and probably not appropriate to apply in humanitarian aid.
This is because decisions on allocations are often based on political considerations but also
importantly on ‘equity’ considerations, such as for example an objective by ECHO to
intervene in forgotten crisis and help the most vulnerable.

As a result, there is a dearth of literature on this subject. It was therefore not possible to
learn from how others are making humanitarian budget size or allocation decisions.

Final Report August 2016 Page 19



STUDY ON APPROACHES TO ASSESS COST-EFFECTIVENESS OF DG ECHQO’S HUMANITARIAN AID ACTIONS
ADE

In light of the unsatisfactory outcomes of previous evaluations and the dearth of literature
on the subject, the approach taken was to discuss the task with several internal and external
stakeholders (including Alnap) and to exchange ideas with the ECHO Evaluation Sector at
regular intervals. Draft discussion papers were exchanged with the Evaluation Sector and
some illustrative data analysis of ECHO’s global budget in relation to needs and other
funding in the last five years was submitted (see Annex F of this report).

Summary Findings

The wording of the task was changed away from ‘exploring the feasibility of identifying a
critical mass and/or diminishing marginal utility when determining the size of the budget’
as it was found impossible to usefully incorporate these concepts. With rising needs and an
increasing financing gap, ECHO’s budget could increase a lot more before it would reach
diminishing marginal utility.

Country level

Through discussions with internal and external stakeholders and in particular ECHO’s
Evaluation Sector, the study team decided to develop one judgement criterion (JC) with
four indicators which should enable a consistent exploration of the appropriateness and
proportionality of ECHO’s budget in relation to need, actions of other donors and ECHO
objectives in future country/regional evaluations.

JC1 | ECHO’s budget allocations are based on needs, actions of other donors and
ECHO objectives

I1.1 | Evidence that ECHO’s budget allocations are based on needs

11.2 | Evidence that ECHO’s budget allocations considered the actions of other donors

11.3 | Proportion of ECHO funding compared to total humanitarian funding

I11.4 | Evidence that ECHO’s budget size was commensurate to ECHO objectives and
expected outcomes

Global level

In addition, Annex F contains the discussion paper with suggestions on what types of
evidence and tools the Comprehensive Evaluation of ECHO Humanitarian Aid Action
could use to generate evidence for input into budget size decision-making processes in the
context of the next MFF. The evidence is grouped into four areas:

Types of analysis Location in Evaluation

1 | Quantitative analysis of ECHO’s global budget in | Cost-effectiveness EQ
comparison to need, actions of others donors, total
funding and ECHO objectives

2 | Quantitative and qualitative evidence of ECHO’s | Cost-effectiveness EQ
cost-effectiveness in key cost areas and in its overall
portfolio of interventions

3 | Qualitative evidence on the effectiveness of | Effectiveness or EU Added

ECHO’s EU Added Value roles Value EQ
4 | Evidence on humanitarian system effectiveness and | Literature Review or outside
improvements over time of  the  Comprehensive
Evaluation
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While invariably budget size decisions are based on many different considerations including
political ones, evidence on ECHO’s budget size in comparison to need and other funding,
and its effectiveness and cost-effectiveness in delivering humanitarian aid should enable
more evidence based decision making.

Conclusions

The study concludes that it is worthwhile to evaluate ECHO’s processes for decision-
making and budget allocations systematically at country level. JC 1 in future country
evaluations ‘ECHO’s budget allocations are based on needs, actions of other donors and
ECHO objectives’ should provide a more rounded picture of ECHO’s allocation decisions
than before.

For the global level, this study has provided some suggestions for the collection of relevant
evidence and use of tools that could be included in the Comprehensive Evaluation ToRs to
feed into future budget size decision-making. The ECHO Evaluation Sector might want to
seek more specific additional support though for the Comprehensive Evaluation ToRs
drafting process from an independent evaluation company.

4.3 Task 3 - Cost-effectiveness methods review

Approach

The objective of this task was to review the available recognised methods of assessing cost-
effectiveness and to develop a solid understanding of their applicability to ECHO
humanitarian aid operations. The study also included an overview of current donor and
agency practices. The full review is in Annex C of this report.

The review encompassed approaches that seek to tackle all elements of value-for-money
analysis, including cost, economy, efficiency and effectiveness. It moreover covered a range
of both qualitative and quantitative approaches, including:

= Cost driver analysis

* Follow the money

* Efficiency analysis

" Cost-benefit analysis

= Return on investment

®  Social return on investment

* Cost utility analysis

®  Multi-criteria analysis

The overview of current practices encompassed: Key donors (DFID, OFDA, OECD-
DAC, European Commission), UN Agencies (WFP, WHO, FAO, UNHCR and
UNICEF), NGOs, The International Movement of the Red Cross, Studies commissioned
by donors and aid agencies including ECHO, DFID and Global Humanitarian Assistance.
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Summary Findings

This review finds that there is consensus amongst major donors and aid agencies that
considering the costs and results of actions, whether termed value for money or something
else, is worth doing. This is evidenced by donors and aid agencies developing frameworks
that consider elements of cost-effectiveness.

VEFM and cost effectiveness generally consider (1) what is spent in relation to what is
achieved and (2) whether alternative approaches could achieve more with the same
resources (or achieve the same result for less). While definitions vary in wording, there is
relative consensus on the meaning of VEM and cost-effectiveness.

Moving from the conceptual level to frameworks and tools for analysis, there is diversity in
formulas and methodologies. Even analytical approaches that have relative agreement on
their meaning (e.g. Cost-Benefit Analysis) have diverse formulas and tools.

There is some evidence that VEM and cost effectiveness have provoked concerns amongst
implementing agencies and others that they are all about cost — potentially at the expense
of quality and the fundamental drive of the humanitarian mission to assist those most in
need. While there are forms of analysis that consider cost in relative isolation (e.g.
economy, cost driver), guidance on decision-making and evaluation always situates these
elements within broader analysis.

While quantification and monetisation of outcomes is a common thread in some forms of
cost-effectiveness analysis, the balance between quantitative and qualitative approaches is
rarely directly addressed. However even the analytical approaches that monetise and score
outcomes require some sort of qualitative assessment of those outcomes as well as their
value.

Analyses on cost, cost-effectiveness and VFM are not generally used to justify levels of
humanitarian funding — rather they are used to influence how this funding is directed.

Conclusions

VEFM and cost-effectiveness are concepts and numerous analytical approaches can be used
to assess them, with the choice of tool, formula or process being driven by the goal of the
analysis. There is no ‘one size fits all’. The desire for a single tool or formula to be generally
applied to different types and levels of analysis is unrealistic.

A number of the tools and methods are relevant for immediate use in ECHO evaluations
to be included in the guidance. For other, more quantitative tools, ECHO systems will
need to change. Overall, key informant interviews will continue to be the prevalent tool
for cost-effectiveness analysis (both on process and the bottom-line) in the near term.

The full results of the literature review are presented in Annex C to this report.
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4.4 Task 4 - Gap analysis of ECHO’s management & monitoring
systems

Approach

This task, building on the results of tasks 1 and 3 including stakeholder interviews, aimed at
assessing ECHO capacities and processes to analyse cost—effectiveness, and the extent to
which ECHO data management facilitates analysis of costs in relation to results (see Annex

G).

The gap analysis of ECHO’s current management and monitoring systems was begun at
the start of the research phase. A preliminary download of FichOps and Single Forms was
made from the ECHO HOPE database, to provide the study team with an assessment of
the contract-level data readily available to ECHO evaluators. A next step of the gap
analysis was conducted during the case study as further project-level data was compiled and
interviews carried out with ECHO staff and partners in Niger and Mali.

The study team also reviewed the EC Better Regulation Guidelines and ““Toolbox”, a
sample of Humanitarian Implementation Plans (HIPs), a sample of Integrated Analysis
Frameworks (IAFs), the General Guidelines on Operational Priorities for Humanitarian
Aid in 2016 (GGOPHA), Framework Partnership Agreement documents, Gender and
Resilience Markers, FichOp Guidelines 2016, and the Single Form Guidelines 2016.

The study team conducted a number of interviews with ECHO staff at HQ and regional
level to verify gaps identified in the document review. Finally, information collected in
interviews and the workshop with ECHO evaluators supplemented the information
collected throughout.

Lessons from this task were used to inform the revision of the guidance and fed into task
7. The findings of the gap analysis are included in the table of recommendations in Annex
G and summarised here.

Summary Findings

The findings are presented in order of the tasks ECHO as a donor carries out on an annual
basis and are in line with the five JCs in the cost-effectiveness assessment guidance.

Making budget allocation decisions (JC1)
While ECHO carries out detailed needs assessments in the form of the IAFs, it is not clear
how needs and other donor funding feed into decisions on the budget size. As HIPs do

not currently specify expected outcomes, it is also not clear how budget size relates to
expected outcomes.
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Evaluators therefore encounter difficulties when trying to assess the proportionality or
appropriateness of ECHO’s budget size in relation to what the programmes set out to
achieve.

Making strategic choices (JC2)

As mentioned above, there does not seem to be a document or process in place that sets
out the expected outcomes of ECHO’s engagement at country or regional level in different
sectors which could be looked at in relation to costs. The HIP does not usually go into
such level of detail. There does not seem to be a document or process for monitoring and
closing all ECHO funding per sector committed under a HIP either. Appraisal,
monitoring and closing is only done at the individual project level. The reasons for specific
choices on the overall combination of partners and activities do not seem to be explicitly

addressed.

Evaluations are not aligned with the yearly HIPs as they span several years. Therefore,
they cannot easily capture aggregate results and efficiency data at the country or crisis level
as the only data source are individual project documents.

Managing the project cycle (JC3)

Only some sector guidelines include pieces of evidence on which interventions within a
sector are more efficient than others. Staff are encouraged to use these guidelines for
project appraisal but there is no FichOp guidance on how to include the sector guidelines
in project appraisal.

FichOps include some very specific criteria on economy and efficiency to be considered
when appraising projects. On economy, FichOps in particular want experts to look at the
international /national staff ratio and local versus international procurement. On efficiency,
the FichOps guidelines recommend experts to consider cost per beneficiary and the admin
cost ratio. No benchmarks or further guidance on how these should be considered are
given in the guidelines though. And there are no questions on cost-effectiveness included.

FPA selection criteria do ask about procurement systems complying with EC competition
regulations but do not ask about broader monitoring systems being able to generate cost-
effectiveness data.

The Single Form does not include specific boxes on efficiency or cost-effectiveness of
partners but requires partners to report by outputs and allocate costs to outputs. Also
since June 2016 the Single Form requires partners to provide ECHO with the transfer
value of their actions. This enables ECHO to calculate efficiency ratios from information
provided by partners. In some cases, this might also enable ECHO to manually calculate
costs per outcome.

ECHO does not require partners to provide budget information in a standard format. This
makes cost-driver and economy analysis difficult and time-consuming.
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Delivering humanitarian aid cost-effectively — the bottom line (JC 4 and |C5)

As mentioned above, FichOp guidelines require ECHO staff to look at the efficiency of
actions in project appraisal and at specific aspects of procurement and staffing (economy
questions). But there is no guidance on how to use the information generated, to compare
it to what, why and how in order to be able to learn and improve consistently across the
organisation. From talking to stakeholders and looking through a sample of Single Forms
(in the case study and beyond), the approaches taken are ad-hoc and not systematic.

Conclusions

ECHO staff do assess economy and efficiency of partner actions to some level at appraisal
stage. ECHO policy guidance documents and evaluations do include efficiency and cost-
effectiveness analysis to some extent, mostly qualitatively. However, these assessments are
not consistent, comparable or aggregatable and not systematised in ECHO. While some of
the assessments are currently able to contribute to learning and improving, current systems
do not enable ECHO yet to demonstrate conclusively to taxpayers and affected
communities that humanitarian aid actions are efficient and cost-effective.

4.5 Task 5 - Develop a detailed approach for assessing cost-
effectiveness in ECHO ex-post evaluations

Approach

The scope of this study was to develop a detailed approach for assessing cost-effectiveness
in ECHO ex-post evaluations. Based on the findings from task 1-4 and extensive
stakeholder consultations including a workshop with ECHO evaluators and independent
evaluation experts, the study team has developed guidance, included in Annex A of this
report.

The guidance is aimed at ECHO evaluators, as well as evaluation managers and steering
group members. It might also be useful for wider use in the humanitarian evaluation
community.

The guidance provides a minimum package of indicators and optional indicators for
ECHO and evaluators to choose from — rather than a mandatory set of questions as such.
This should allow ECHO and evaluators to tailor their approach to fit the specificities of
the evaluation in question, whilst still responding in a consistent manner to the question of
ECHO’s cost-effectiveness through the inclusion of a standard EQ on cost-effectiveness
with five standard judgement criteria.

The guidance consists of three chapters:
1. An introduction to cost-effectiveness analysis, terms and definitions
2. Guidance for assessing the extent to which ECHO delivered cost-effectiveness in
the response under evaluation.
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3. Introduction to and examples of tools and approaches that can be used to analyse
the evaluation question on cost-effectiveness.

Summary Findings

Evaluating the cost-effectiveness of ECHO as a donor and ECHO funded actions is
feasible and realistic with current monitoring and management systems and structures.

The Evaluation Questions to be added to ECHO evaluations is: “To what extent did
ECHO achieve cost-effectiveness in this response?” The EQ is then split into two sub-
questions on the cost-effectiveness of ECHO as a donor and ECHO funded actions. Five
judgement criteria and fifteen indicators are presented to enable evaluators to make a
judgement on both process and the bottom line of cost-effectiveness in ECHO and
partners as illustrated in Figure 8.

Figure 8. Cost-effectiveness evaluation question

EQ
To what
extent did ECHO

achieve cost-effectiveness

in this response?

Analysis on cost-effectiveness
1. Cost-effectiveness of ECHO as a donor
2. Cost-effectiveness of ECHO-funded
partners and actions

Judgement Criteria

Data on needs, cost and effectiveness

The five judgement criteria and fifteen indicators are listed in Table 4 below.
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Table 4. Judgement criteria and indicators

Judgement criteria and indicators on the cost-effectiveness of ECHO as a donor

JC1 | ECHO’s budget allocations are based on needs, actions of other donors and ECHO
objectives

11.1 | Evidence that ECHO’s budget allocations are based on needs

11.2 | Evidence that ECHO’s budget allocations considered the actions of other donors
11.3 | Proportion of ECHO funding compared to total humanitarian funding

11.4 | Evidence that ECHO’s budget size was commensurate to ECHO objectives and
expected outcomes

JC 2 | ECHO balanced cost in relation to effectiveness and timeliness in making strategic
choices about its portfolio of assistance

121 | Evidence of ECHO considering cost in trelation to effectiveness and timeliness in
making portfolio choices related to partners, sectors, approaches, geographical
locations, beneficiaries and transfer modalities

JC 3 | ECHO took appropriate actions to ensure cost-effectiveness throughout the project
cycle

13.1 | Evidence of ECHO considering efficiency and cost-effectiveness in selecting partner
proposals and negotiating contracts

13.2 | Evidence of ECHO monitoring efficiency and cost-effectiveness of partners

1 3.3 | Optional: Evidence that lessons learned were considered in programming

Judgement criteria and indicators on the cost-effectiveness of ECHO-funded

actions
JC 4 | Humanitarian actions funded by ECHO were efficient
14.1 | Qualitative evidence that partners and actions supported were efficient
14.2 | Optional: Value of transfers reaching populations compared to administrative costs
14.3 | Optional: Evidence that largest cost drivers were well-managed
14.4 | Optional: Cost per unit / beneficiary in key sectors
JC 5 | Humanitarian actions funded by ECHO were cost-effective
15.1 | Qualitative evidence that partners and actions supported were cost-effective
152 | Optional: Main quantitative or monetary outcomes of ECHO-funded projects
compared to costs

Conclusions

The study team developed an evaluation framework that can be used immediately using
existing systems and evaluation practices. However, the study team also identified several
areas where ECHO systems need changing in order to embed systematic and consistent
cost-effectiveness assessments into ECHO’s operations. The recommended changes are
explained in detail in Annex G (and summarised in 4.7 below). These will take time and
senior management leadership to implement.
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4.6 Task 6 - Case study

Approach

The ToR for this study included a requirement to “test the detailed approach via a case
study in the context of — preferably — an existing, recent ECHO Humanitarian Aid
evaluation”. In consultation with the Steering Committee a decision was made that the case
study would be conducted in the Sahel. Within the Sahel region a decision was taken to
focus on two countries; Mali and Niger. This provided the opportunity to compare the
results in more than one country but remained consistent with the available resources.

In practice the case study was used to test the draft evaluation methodology' as part of a
simulated evaluation. The simulation provided the draft Guidance to a team of two
evaluators — one senior and one junior — who were tasked with ‘evaluating’ the cost
effectiveness of ECHO’s operations in these two countries. The simulation was not
integrated into a full, on-going evaluation and so could not benefit from other the learning
under other evaluation questions.

The objective of the exercise was not to produce an evaluation of the efficiency and cost-
effectiveness of DG ECHO operations within the Sahel. Instead the objectives of the case
study were targeted to fine tuning the evaluation approach, specifically to:

- Confirm the availability of the data sources specified in the guidance

- Test the relevance and feasibility of the tools and methods proposed in the
guidance within the context of ECHO operations

- Assess the resource implications of including these requirements within an
evaluation

- Test the extent which the evaluation approach provides useful insights

In line with the guidance the case study extracted data from a number of sources including
an analysis of ECHO documents included sector policy guidance, previous evaluations,
HIPs, WWDs, IAFs, SingleForms and Fichops, and detailed budgets as submitted by
partners. External data was drawn from OCHA appeals and the FIS. Interviews were
conducted with ECHO staff in country offices and with implementing partners. All
interviews and data collection was done remotely, by telephone supplemented by email
exchanges.

The case study was conducted over a two-week period. This was not a fulltime exercise but
an extended period was need to download and analyse data, and arrange and conduct a
variety of interviews. The coverage of the indicators and data sources over this period was
as follows:

15 The methodology tested was the draft Guidance dated 6t June 2016
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Judgement criteria and | Data soutrces Tools and Coverage
indicators methods
JC1 | ECHO’s budget allocations are
based on needs, actions of other
donors and ECHO objectives
11.1 | Evidence that ECHO’s budget | HIP and IAF Review of Availability of data  sources
allocations are based on needs Appeals / SRPs documents and | confirmed and interviews with
OCHA FTS basic data ECHO conducted
. Interviews
Key informants
11.2 | Evidence that ECHO’s budget | IAF and HIP Review of Documents downloaded and
allocations considered the actions Key informants documents analysed
of other donors Interviews
11.3 | Proportion of ECHO funding | OCHA FTS Calculate basic Data downloaded and analysed
compared to total humanitarian data
funding
11.4 | Evidence that ECHO’s budget size | Key informants | Interviews Interviews with ECHO conducted
was commensurate to ECHO
objectives and expected outcomes
HIP Review of Documents downloaded and
documents analysed
JC2 | ECHO balanced cost in relation to
effectiveness and timeliness in
making strategic choices about its
portfolio of assistance
121 | Evidence of ECHO considering | Key informants | Interviews Interviews with ECHO conducted
cost i.n relatipn to effectiveness agd HIP Review of Documents downloaded and
tlmc?hness in making portfolio Evaluations documents analysed
choices related to partners, sectors, ]
approaches, geographical locations, Se(.:tor policy
beneficiaries and transfer modalities | guidance
JC3 | ECHO took appropriate actions to
ensure cost-effectiveness
throughout the project cycle
13.1 | Evidence of ECHO considering | Key informants | Interviews Documents downloaded
economy, efficiency and cost- FichOps in Review of and analysed, interviews
effectiveness in selecting partner | HOPE documents conducted
proposals and negotiating contracts
13.2 | Evidence of ECHO monitoring | Key informants | Interviews Interviews with ECHO
efficiency and cost-effectiveness of conducted
pattners
13.3 | Optional: Evidence that lessons | Keyinformants | Interviews Documents downloaded
learned were considered throughout FichOps in Review of and analysed, interviews
the project cycle HOPE documents conducted
Monitoring
reports
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JjC4 Humanitarian actions funded by
ECHO were efficient
141 Qualitative evidence that actions | Key informants | Interviews ECHO and partners interviewed
funded by ECHO were efficient Checklist of
efficiency
drivers
14.2 Optional: ~ Value of transfers | Sample of | Alpha value Values computed for cash transfer
reaching populations compared to | budgets and projects
administrative costs financial ~ data
from HOPE
143 Optional: Evidence that largest | Sample of | Cost Driver and | Discussed with partners but full
cost drivers were well-managed budgets  from | Economy analysis not conducted
HOPE and analysis of
Partner finance | largest cost areas
and logistics | Interviews
staff
14.4 Optional: Cost per beneficiary / | Sample of Cost per wunit | Values computed for key results
cost per unit budgets and analysis including nutrition interventions
financial data
from HOPE
Other partner
documents
JC5 Humanitarian actions funded by
ECHO were cost-effective
151 Qualitative evidence that actions | Key informants | Interviews ECHO and partners interviewed
funded by ECHO were cost- Checklist of
effective cost-
effectiveness
drivers
FichOps ~ and | Document Documents  downloaded  and
other  partner | review analysed
programme
documents
Key informants | Multi-criteria Not done
analysis
152 Optional: Main quantitative or | Key informants | Cost Not done as limited evidence of
monetary outcomes of ECHO- | FicheOps and effectiveness effectiveness
funded projects compared to costs | other partner analysis
documents Cost benefit
Budgets and analysis
financial data
from HOPE

Summary Findings

Data Availability

Much of the data required for the analysis on cost-effectiveness was relatively readily
available. The main observations that impacted on the guidance were that:

ECHO sector guidance gives little or no specific guidance or benchmarks for

analysing cost effectiveness. This creates challenges in formulating evaluative

opinions on performance.
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- The Integrated Analysis Frameworks (IAFs) are not readily available but are key
evaluative documents. Mechanisms to facilitate access to these documents should
be considered.

- Detailed budgets are only available in non-standard formats and a retrospective
analysis of disaggregated budget data carries high transaction costs. Aggregated data
is available on costs per result in the Single Form.

- Number of beneficiaries continues to be inconsistently reported — for example in
some cases as a target population while for other projects as the number actually
accessing services.

- Data on ECHO’s own administrative costs was not available.

Tools and Methods

In terms of the tools and methods; interviews, analysis of documents and analysis of basic
datasets (including OCHA FTS data and HOPE reporting) was relatively straightforward.
However, the quantitative analysis at project level proved more challenging both in terms
of data availability, resource requirements and the contextualisation of results.

There were positive experiences in the use of measure of cost efficiency where there was
both available data and suitable comparators to draw useful conclusions from the data.
Costs per beneficiary per result were relatively easily extracted and could be usefully
compared across partners for key result areas (such as CMAM approaches). Comparisons
of the ratio of transfer values to administrative costs were also relatively easily extracted for
projects that deliver goods rather than services. Useful comparisons could be made
between modalities (for example for cash, vouchers or in-kind transfers) or with
established benchmarks.

Analysis of input costs through cost driver analysis was less straightforward requiring more
time in data extraction. For most projects the main cost driver was human resources — and
these costs are intimately associated with the overall quality of services provided. With
limited data on outcomes no cost effectiveness analysis was attempted in the context of the
case study.

Conclusions

The overall conclusion of the case study was that the guidance provided a useful and
feasible approach. Most of this analysis is within the capacity of a ‘generalist’ evaluator and
does not require specialist skills. Aspects of quantitative analysis were found to add value —
but principally as an entry point for further enquiry rather than as a stand-alone finding.
More detailed quantitative analysis is likely to require significant additional evaluation
resources (which need to be further examined), as well as requiring additional expertise
(such as economics) in the evaluation team.

There were sensitivities around asking ECHO staff and partners about the processes of
assessing efficiency and cost-effectiveness in humanitarian aid actions. This was because of
the lack of systematic guidance on what is supposed to be done on cost-effectiveness
analysis. However, the case study also found that many ECHO partners do already assess
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efficiency and cost-effectiveness to improve their own programme management and to
report to other donors.

Based on the Sahel case study, the study team estimates time requirements for the
minimum package of cost-effectiveness analysis to be about 10 days to be added to an
existing geographical evaluation and 20 to 25 days for a full package.

4.7 Task 7 - Recommendations to adapt ECHO’s management
& monitoring systems

Approach

Based on the results of tasks 1-6 including extensive stakeholder consultation and the
workshop with evaluators and ECHO staff, the study team has drafted operational
recommendations to improve ECHO’s management, monitoring systems and structures to
facilitate cost-effectiveness assessments.

Annex G contains the full table of detailed recommendations and Chapter 6 includes the
summary recommendations.

Summary Findings

The assessment of efficiency and cost-effectiveness of humanitarian aid actions is currently
not systematically integrated into ECHO management and monitoring systems. This does
not mean that ECHO is not driving efficiency and cost-effectiveness of humanitarian
actions. In many policy areas, including for example multi-sector cash transfers, ECHO
takes a leading role in the international system to promote this type of transfers that have
shown to be efficient and cost-effective under many circumstances. ECHO also has
sounds systems and processes in place to drive efficiency and cost-effectiveness in its
actions. Examples are the Framework Partnership Agreements, the extensive and expert
field network enabling close monitoring, the efficiency and cost-effectiveness questions in
evaluations, several FichOp criteria for partner selection and monitoring, and in particular
the Single Form which provides a very useful format for consistent project cycle
management, including efficiency and cost-effectiveness assessments.

Conclusions

All these systems and processes already provide ECHO with information and a certain
level of assurance on the efficiency and cost-effectiveness of its actions. For ECHO to be
able to not just learn and improve, but to confidently demonstrate the cost-effectiveness of
its actions to tax payers and affected communities, some systems and structures will need

to be adapted.
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5. Conclusions

This study comes at a pertinent time internationally with the World Humanitarian Summit
Grand Bargain calling for humanitarian actors to work together efficiently, transparently
and harmoniously and to ‘get more means into the hands of people in need’.

The study is also pertinent to reform efforts in the European Commission and ECHO on
Better Regulation and improvements to results management through the introduction of
standard key output and outcome indicators.

While neither the European Commission nor ECHO has an institutional definition,
framework or guidance for assessing cost-effectiveness, there is demand for this at all levels
of ECHO’s operations. Different offices and individual staff use different approaches to
varying levels of quality and detail. Any aggregation or comparison of cost-effectiveness is
therefore difficult.

This study could not fulfil all of ECHO’s demands for approaches to assessing cost-
effectiveness. Given time and resources, the study focussed on approaches to assessing
cost-effectiveness in ECHO ex-post evaluations. However, the terms and definitions as
well as several of the judgement criteria, indicators and tools developed for evaluators will
be useful to consider for application in other operational areas such as project appraisal.

Applying the guidance consistently in ECHO evaluations from now on and disseminating
the results throughout the organisation will enable ECHO to improve on the three main
functions of cost-effectiveness analysis in humanitarian aid:

* Deepening the evidence base (learning)

* Driving cost-effectiveness in programme management (improving)

* Demonstrating cost-effectiveness to Member States and affected communities
(accountability)

In the near-term and while systems and processes are not yet set up to deliver more robust
data and analysis on cost-effectiveness, the emphasis should be very much on learning and
improving. For the full benefits of cost-effectiveness assessments along the three ‘Ds’ and
in particular on accountability to spread throughout ECHO operations, ECHO senior
management would need to start a change management process, taking important steps to
prioritise and resource cost-effectiveness adequately.

Carrying out cost-effectiveness analysis without strong awareness in an organisation on
what it is, what data are required, and how it is used in decision-making carries high risks of
misinterpretation that could damage the organisations reputation and effectiveness. The
guidance to evaluators produced in this study is a first step towards reducing these risks.
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6. Recommendations

6.1 Recommendations to the ECHO Evaluation Sector

6.1.1 On integrating cost-effectiveness in the ECHO evaluation process

Based on increased corporate interest in the cost-effectiveness of operations, it is proposed
that minimum standards are applied to cost-effectiveness assessments in all future ECHO
operational evaluations. In addition, the Evaluation Manager will need to consult with the
evaluation steering group and other users of the evaluation to assess the demand for
specific information on cost effectiveness. In some circumstances cost-effectiveness will be
a particularly pertinent issue and demand higher levels of attention. This will have
implications for the level of resources allocated to this area of enquiry, the guidance
provided to the evaluators in the ToR and the evaluation methodology.

The proposed starting point is that all geographical evaluations include a standard EQ on
cost-effectiveness as given in the Cost-Effectiveness Guidance for ECHO Evaluations (see
Annex A), namely; “To what extent did ECHO achieve cost-¢ffectiveness in this response?”. Taken in
conjunction with the supporting Guidance, this will require evaluators to follow a
consistent and comparable approach to evaluating the cost effectiveness of ECHO
operations.

Lessons on good evaluation practice'® highlight the need to limit the number of top level
evaluation questions. Therefore, it is recommended that only one evaluation question is
included on cost-effectiveness. However, the Evaluation Manager should provide guidance
on context specific issues and concerns, along with an indication of the relative importance
of this question within the evaluation, in the overall evaluation ToR.

It is recommended to the ECHO Evaluation Sector that all future ECHO geographical
evaluation ToRs should include a link to the Cost-Effectiveness Guidance for ECHO
Evaluations to serve as a resource and common frame of reference. The Cost-
Effectiveness Guidance for ECHO Evaluations would provide a basis for evaluators to
develop the section of the evaluation matrix detailing the approach to answering the cost-
effectiveness question.

It is recommended that in all evaluations all five judgement criteria and the minimum set of
indicators (as included in the Guidance in Annex 2) is included. Where cost-effectiveness
is a particularly pertinent issue, the Evaluation Manager will specify this in the ToRs. The
selection of additional optional indicators and detailed evaluation tools and methods
(ranging from levels 1-3) should then be carried out by the evaluation team during the
inception phase in line with the broader evaluation matrix development. Criteria for
choosing the specific methods will include

16 See for example the ALNAP Guide on the Evaluation of Humanitatian Action http://www.alnap.org/what-we-
do/evaluation/eha#t
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= feasibility,
= effort,
* potential duplication or trade-offs with other EQs.

The table below provides the ECHO Evaluation Sector with some estimates of the
additional resource requirements for the minimum package and a full package of cost-
effectiveness analysis. It is important to note that these are only estimates and will vary
with the size of the response to be evaluated.

Table 5. Estimated resource requirements

. Estimated Estimated
Level of detail .. ..
additional additional ey .
for cost- . Skills in
. Focus ECHO evaluation team .
effectiveness evaluation team
EQ resource resource
requirements  requirements
Minimum Process and | 3  additional | 10 additional days | Evaluation
package qualitative days and/or
information humanitarian
expertise
Full package with | Process and | 5 additional | 20-25 additional | Requires some
all indicators and | quantitative, | days days economic or
level 3 tools comparable quantitative skills
cost-
effectiveness
assessment

The additional time demands on evaluation teams are expected to decrease as they become
more familiar with the approach and guidance.

6.1.2 On rolling out the cost-effectiveness guidance

Before rolling out the guidance, the ECHO Evaluation Sector should ideally pilot the use
of the guidance in an upcoming geographic/crisis evaluation. For the pilot, the guidance
should be sent not just to evaluators but also all ECHO staff involved in the evaluation.

Once the pilot has concluded with potentially further refinements to the guidance, the
Evaluation Sector could tap into existing ECHO communication processes to present the
revised guidance to ECHO regions and field offices. ECHO field offices in turn need to
inform partners about the cost-effectiveness EQ ECHO evaluations will from now on
include.

In rolling out the guidance, the Evaluation Sector should communicate the main functions
of cost-effectiveness analysis to ECHO staff. As long as systems in ECHO are not in
place to generate more cost-effectiveness analysis, it needs to be clear that the emphasis
will be on the first two functions of learning and improving, rather than accountability.
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The ECHO Evaluation Sector needs to make provisions for extra time and skill demands
of ECHO evaluators in future evaluations. The exact provisions will depend on the level
of detail and priority given to cost-effectiveness analysis in the evaluation.

The ECHO Evaluation Sector should include a session on the cost-effectiveness EQ in all
future evaluation framework contractor meetings. A presentation of the guidance to other
humanitarian donors in the context of existing humanitarian evaluation meetings would be
an important first step towards potentially harmonising and collaborating on this with
others in the future.

6.2 Recommendations for adapting existing management
and monitoring systems and structures (Task 7)

The recommendations are presented in order of the tasks ECHO as a donor carries out on
an annual basis and are in line with the five JCs in the cost-effectiveness assessment
guidance.

Making budget allocation decisions (JC1)

If ECHO wanted to provide greater transparency and predictability on budget allocations
at country level (in line with WHS commitments for greater transparency), it would need to
clearly link its decisions on budgets size to needs, other donor funding and its objectives.
ECHO could consider setting targets of funding as a % of need or as a % of total
humanitarian funding for example per crisis. And it could consider defining expected
outcomes in the HIPs clearly, allocating a budget commensurate to the scale of
achievements envisaged.

Making portfolio choices (JC 2)

The most critical gap in ECHO’s tasks as a donor might be the lack of documented
analysis of the costs and benefits of ECHO’s strategic choices in its portfolio. An
important recommendation to ECHO would therefore be to carry out a strategic multi-
annual analysis of its engagement every few years in protracted crises weighing up the costs
and benefits of different options of delivering humanitarian aid. The process would need
to weigh up the costs and benefits of funding

» different types of partners (NGOs versus UN versus others),

" consortia versus individual partners,

= different transfer modalities,

» different approaches (preparedness/resilience versus response), and

" sectors (in terms of ECHO’s comparative advantage vis-a-vis others).

The HIPs would continue to exist as annual financing decisions, setting out clearly what

outcomes ECHO intends to achieve every year in line with the strategic multi-annual
analyses.
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Such an approach would go a long way to meet WHS commitments on multi-year
planning. ECHO could also consider carrying out the strategic multi-annual assessments
together with another like-minded donor, thereby reducing duplication and management
costs (another WHS commitment).

Managing partners throughout project cycle (JC 3)

To introduce consistent and systematic cost-effectiveness analysis into the ECHO project
cycle, ECHO could either include cost-effectiveness criteria in the FichOp Guidelines or
introduce a cost-effectiveness marker in line with the two already existing gender and
resilience markers.””  While adding questions to the FichOp Guidelines would be a
relatively straight-forward way to assess cost-effectiveness throughout the project cycle, a
marker would send a strong signal to partners, tax payers and affected communities that
ECHO is serious about providing cost-effective humanitarian aid.

The questions (ideally harmonised with other donors in order to reduce duplication and
management costs) could look like this:

*  Does the Single Form provide sufficient information to assess the action’s
- efficiency, such as cost per beneficiary, ratio between goods and services directly
delivered to the beneficiaries and other costs? (existing question in FichOp
Guidelines)
- economy, such as the cost per input of the main cost drivers (new question)?
- cost-effectiveness, such as the cost per outcome in key sectors (new question)?
* Are partners consistently generating and using this information to improve their
programming?

ECHO could also incentivise partners to consider cost-effectiveness in their programming
by demanding that partners have systems in place through an additional Framework
Partnership Agreement selection criterion.

Delivering humanitarian aid cost-effectively -the bottom line (JC 4 and JC5)

Following on from the recommendation under JC 3 that ECHO asks partners about their
consideration of cost-effectiveness throughout the project cycle, ECHO could include the
following questions in FichOp Guidelines or in a cost-effectiveness marker:

Efficiency:

*  What are the transfer ratios and unit costs of the action?

* Are they significantly higher or lower than in previous actions or in comparison to
other partners?

*  What reasons for large variations are given by partners?

" Are these reasons valid? If not, what is being done about it?

Economy:

17 https://ec.europa.cu/echo/files/policies/ sectoral /gender_age_marker_toolkit.pdf
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®  What are the three main cost-drivers of the action?

*  What are the costs per input of these three main cost-drivers?

* How do they compare to costs in previous actions or other partners? Are there large
variations? Can variations be explained?

" What evidence is there that partners are managing the cost-drivers well?

Cost-effectiveness:

*  What are the costs per key quantified outcome?

®  What is the cost-effectiveness ratio (CER)?

* Is the CER significantly lower or higher than in previous actions or in comparison to
others?

* What reasons for large variations are given by partners?

"  Are these reasons valid? If not, what is being done about it?

In order to enable sound cost-effectiveness analysis with the data generated above and
enable comparisons and benchmarking, ECHO could

" capitalise more on partners and other donors’ efforts to analyse cost-effectiveness,
* commission thematic evaluations on cost-effectiveness in key sectors/cost areas,

» feed regular monitoring data into a regional database and or sector policy guidelines.

Implementing these changes to existing systems and structures would greatly increase
ECHO’s capacity to deliver cost-effective humanitarian aid and demonstrate this to
affected communities, Member States and partners.

6.3 Recommendations for Introducing Cost-Effectiveness
Analysis into ECHO Programming

The detailed recommendations for system change are included in Annex G and
summarised above. For these system changes to be implemented efficiently and
effectively, the study team recommends that ECHO considers starting a change
management process with the aim of making ECHO a more efficient and cost-effective
humanitarian donor. This should involve:

* Defining what cost-effectiveness means for ECHO in the current internal European
Commission context (Better Regulation Agenda, Financial Regulation) and external
context (WHS Grand Bargain commitments and increasing needs).

*  Collaborating with other donors to learn from their experience, harmonise and align
approaches to cost-effectiveness assessments (in line with WHS Grand Bargain
commitments).

* Committing adequate resources to making cost-effectiveness an integral part of
programme management while making sure not to over-complicate.

" Being realistic about costs to partners of an increased focus on cost-effectiveness and
ensuring that cost-effectiveness assessments are cost-effective.

Final Report August 2016 Page 39



STUDY ON APPROACHES TO ASSESS COST-EFFECTIVENESS OF DG ECHQO’S HUMANITARIAN AID ACTIONS
ADE

Communicating the purpose and mechanics of the process to partners, Member States
and affected communities.

Managing the risks involved with new processes and change by involving staff and
building on the existing efforts to drive cost-effectiveness in ECHO and by partners.
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Annex A. Cost-effectiveness guidance
for ECHO evaluations

Guidance on analysing cost-effectiveness in evaluations of
ECHO humanitarian aid actions
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1. Introduction

Understanding the costs and results of humanitarian assistance is imperative to ensuring
that scarce financial resources are used in the best ways. In recent years, donors and aid
agencies have placed stronger emphasis on analysing the ‘cost-effectiveness’ and ‘value for
money’ of humanitarian assistance. This has been driven by several trends. The gap
between humanitarian needs and humanitarian funding is widening. Government aid
departments face scrutiny to justify their allocations as governments deal with the pressures
of financial crises and competing needs. Effective and accountable use of resources has
been and remains a priority for principled humanitarian responses.

In the context of the European Commission, the better regulation agenda has been
developed to design and evaluate EU policies and laws transparently, with evidence, and
backed up by the views of citizens and stakeholders. It covers all policy areas and aims for
targeted regulation that goes no further than required, in order to achieve objectives and
bring benefits at minimum cost.

Evaluations are a prime resource to contribute to this understanding and better regulation
agenda. They are the primary vehicle through which ECHO and its partners regularly
analyse their humanitarian actions to promote both learning and accountability and inform
future decisions.

1.1 Why evaluation guidance on cost-effectiveness?

The purpose of this guidance is to ensure that the opportunity that evaluations offer for
analysing cost-effectiveness is seized. This helps ECHO justify its actions to its
stakeholders and ensure good stewardship of its resources. It also contributes to evidence
on ‘what works’ in humanitarian response.

The aim is to promote more systematic analysis of cost-effectiveness by ensuring that key
questions are included on these issues in evaluations and providing guidance on answering
them. The guidance does not cover the full range of issues which an evaluation should
address but is intended as a module, within a broader evaluation, specifically on assessing
cost-effectiveness."®

1.2 Scope

This guidance is primarily meant to inform ECHO evaluations at country/crisis level. It
includes assessing the extent to which ECHO and its partners were cost-effective. It
provides ECHO and evaluators with a menu of options for analysis that can be flexibly
adapted in different circumstances.

18 Further guidance on evaluations for the European Commission can be found in the Better Regulation Guidelines:

http://ec.europa.cu/smart-regulation/guidelines/ug_chap6_en.htm
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This guidance covers analysis related to cost-effectiveness and the associated concepts of
economy and efficiency. ‘Effectiveness’ is necessarily a crucial aspect of cost-effectiveness.
While this guidance covers key issues related to cost-effectiveness, it cannot cover all issues
on effectiveness, given the wide range of outcomes that humanitarian programmes seek to
achieve.

1.3 Target audience

This guidance is targeted first and foremost to evaluators of ECHO-funded humanitarian
actions. It is also targeted to European Commission evaluation managers and steering
group members. It is intended to make all their jobs easier as a practical resource based on
consideration of the challenges and benefits of analysing costs and outcomes of ECHO
and its partners. While developed specifically for ECHO, it may be of use to the wider

humanitarian evaluation community.

1.4 Understanding cost-effectiveness

There is no standard definition of cost-effectiveness in ECHO or within the European
Commission. Different organisations define cost-effectiveness and the similar concept of
value for money in different ways. There is however consistency in the main ideas —
analysis of what an intervention or portfolio costs in relation to what it achieves. Where
possible, this is compared with alternative approaches to achieve the same objective.

This guidance defines cost-effectiveness as the achievement of intended ontcomes in relation to costs.
Another way to think about cost-effectiveness is the optimal use of resources to achieve
outcomes.”” A way of framing these issues is through the ‘three Es’ of economy, efficiency
and (cost)-effectiveness:

* Economy: are inputs of the appropriate quality bought at the right price?
» Efficiency: how well are inputs converted into outputs?
» Effectiveness: how well are outputs achieving the desired outcomes?

The 3Es are in line with Article 27(1) of the European Commission Financial Regulation,
which states that ‘budget appropriations shall be used in accordance with the principles of
economy, efficiency and effectiveness’” Some frameworks also include equity as the
fourth ‘e’ — the distribution of benefits.

1 Efficiency and cost-effectiveness are framed slightly differently in the Better Regulation Guidelines, which

describe efficiency as the ‘relationship between the resources used by an intervention and the changes
generated by the intervention’. This differs from OECD-DAC definition on efficiency, which considers
the relationship between resources (inputs) and an intervention’s outputs. This guidance uses the OECD-
DAC framing. The differences between terminology are noted in Annex 1.

20 Eureval C3E (2006) Study on the Use of Cost-effectiveness Analysis in EC’s Evaluations. Center for
European Evaluation Expertise.
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Figure 9. Cost-effectiveness
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As shown in Figure 9 an important distinction between efficiency and cost-effectiveness is
that the former considers only outputs and the latter considers outcomes. It is possible to
have interventions that are very efficient (because the inputs were cheap) but not cost-
effective (because they did not achieve the changes that were envisioned). On the other
hand, a portfolio or project with expensive inputs can still be cost-effective if it is highly
effective.

1.5 Using this guidance

This guidance suggests one Evaluation Question (EQ) that should be included in all
ECHO portfolio evaluations Terms of Reference:

To what extent did ECHO achieve cost-effectiveness in this response?

Chapter 2 outlines Judgement Criteria (JC) and indicators to answer the above EQ. The
JCs and indicators cover two aspects of the above EQ — the cost-effectiveness of ECHO
in performing its roles as a donor and the cost-effectiveness of the actions it supported via
its partners.

The below pyramid shows the overall framework for the cost-effectiveness analysis, with
the specific JCs, indicators, data sources and analytical outlined in Chapter 2. Chapter 3
describes in detail the analytical tools that are referenced in Chapter 2, including examples
of analysis, data sources and issues to consider.
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Figure 10. Framework for analysing cost-effectiveness in ECHO evaluations

EQ
To what
extent did ECHO
achieve cost-effectiveness

in this response?

Analysis on cost-effectiveness
1. Cost-effectiveness of ECHO as a donor
2. Cost-effectiveness of ECHO-funded
partners and actions

Judgement Criteria
Data on needs, cost and effectiveness

This guidance does not seek to substitute for guidance on evaluating humanitarian action
through the lens of the OECD-DAC criteria of appropriateness / relevance,
connectedness, coherence, coverage, efficiency, effectiveness and impact.” It does not seek
to add a new criterion on cost-effectiveness. Rather it seeks to ensure that analysis on the
¢fficiency of actions is considered in relation to their effectiveness and that specific queries and
analysis are undertaken on cost-effectiveness. For these reasons the guidance has some
overlaps with analysis that may be done specifically on the OECD-DAC criteria of
efficiency and effectiveness.

The guidance uses the term ‘cost-effectiveness’ rather than ‘value for money’ because there
is less consensus around the meaning of value for money and simply to avoid the repetition
of using both terms throughout the text.

1.6 Cost-effectiveness in the evaluation cycle

This guidance recommends that all portfolio evaluations include the above standard EQ on
cost-effectiveness. Recommendations to the ECHO Evaluation Sector on how to
integrate the cost-effectiveness EQ into ECHO evaluations are included in the Report on
the Study on Approaches to Assess Cost-Effectiveness of DG ECHO’s Humanitarian Aid
Actions.

Table 6 summarises the steps that need to be taken to include cost-effectiveness in the
evaluation cycle when and by whom.

21 And it does not seek to substitute for EC Better Regulation Guidelines on evaluation.
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Table 6. Including cost-effectiveness in the evaluation process

Issue Phase Responsible

Include in the terms of reference the EQ on cost- | Planning Evaluation Manager in

effectiveness and include the consideration of consultation with the

cost-effectiveness in the roadmap evaluation steering
group

Provide evaluation guidance on cost-effectiveness | Inception Evaluation Manager

to evaluation team

Provide the evaluation team with access to | Inception Evaluation Manager in

HOPE and provide the relevant IAFs consultation with the
evaluation steering
group

Calculate basic data to inform JC and indicators | Inception Evaluation team

choice

In the inception report, propose a methodology | Inception Evaluation team

to analyse cost-effectiveness that appears feasible

and appropriate

Access detailed budget data on ECHO partners | Evaluation Evaluation team

in HOPE (annexed to SingleForms)

Access data on outputs from ECHO partners in | Evaluation Evaluation team

HOPE (in SingleForms)

Access monitoring data on outcomes from | Evaluation Evaluation team

ECHO partners in HOPE (in SingleForms). If

not available in SingleForms, request from

partners

Include in draft evaluation report conclusion on | Report Evaluation team

cost-effectiveness supported by evidence and

analysis

Describe in draft evaluation report any limitations | Report Evaluation team

of data and assumptions that could affect the

conclusions on cost-effectiveness

Review draft evaluation report to ensure | Report Evaluation team

inclusion of findings and conclusion on cost-

effectiveness and provide comments on analysis

and conclusions
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2. Analysing cost-effectiveness

2.1 Overall approach

An evaluation should include the following question: To what extent did ECHO
achieve cost-effectiveness in this response? This chapter considers judgement criteria
that can be used to analyse this question and indicators that provide the relevant
information for those judgement criteria.

This guidance separates out the cost-effectiveness inquiry into two categories:
A. judgement criteria about the cost-effectiveness of ECHO as a donor; and
B. judgement criteria about the cost-effectiveness of the actions it supported.

These two categories are linked, as part of ECHO’s role as a donor is ensuring that its
partners deliver cost-effective responses. But there are also unique questions about how
well ECHO performs its functions and what the actions it funds achieve. Thus we believe
that it is important to promote analysis on both sets of issues to inform conclusions on
cost-effectiveness in the evaluation. These judgement criteria are summarised in Table 8
(Judgement criteria and indicators on the cost-effectiveness of ECHO as a donor) and
Table 9 (Judgement criteria and indicators on the cost-effectiveness of ECHO-funded
actions). The chapter then briefly outlines how to analyse each indicator.

The indicators are a menu of options and not a prescription. It is indeed important in an evaluation
to focus time and resources on most pressing issues, which is a judgement made by the
evaluation steering group and the evaluation team, based on the priorities of the evaluation
and data available.

Because not all evaluations will be able to delve into the same amount of detail given
constraints of time and data, we have suggested that some indicators are ‘optional’ on the
basis of the effort required in analysing them compared to their probable analytical
contribution. All non-optional indicators are the suggested minimum analysis that should
be conducted for each JC. A table with only the minimum, non-optional indicators is
found in Annex 2.

The tools are graded as level ‘one’, ‘two’ or ‘three’ based on the effort required to use each
tool, and it is possible to use multiple tools to analyse the same indicator. These levels are
not an indication of priority and are purely meant to assist evaluators planning the amount
of time required for different tasks.

" T evel one tools require low to medium additional effort with a focus on qualitative
evidence (and quantitative evidence where possible and easy to access) through
document review and interviews that can be easily added to existing evaluation
interview schedules or scanning for new information within a broader review of
documents.

" T evel two tools require more effort to locate data and conduct more in-depth interviews
or document review.
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" Level three tools require the most effort, time and skills as the data required for the
analysis is not generated routinely in ECHO management and monitoring systems. It
should not be expected for all evaluations to use level three tools unless dedicated
resources are provided, however these tools may be of particular importance in specific
contexts or may become more relevant over time with management and monitoring
system changes that more readily enable the analysis.

Table 7. Explanation on tool levels

Effort Type of data Detail

Level 1 Low to medium Mostly qualitative with | Questions and issues
quantitative data where | that can be easily added
easy to access and | to document review and

interpret indicators
Level 2 Medium to high Quantitative and | Analysis that relies on
qualitative data that is not readily

available
Level 3 High Qualitative and | Analysis that relies on
quantitative data that is not readily

available and requires
time and quantitative
skills to carry out.

There is no single approach or tool that is best placed for analysing cost-effectiveness and
the associated concepts of economy, efficiency and effectiveness. There are several
approaches drawn from different sectors that collectively provide evaluators with several
options to explore cost-effectiveness. Tools are underlined in section 2.3 and explored in

more detail in Chapter 3.

2.2 Overview of the Evaluation Question with JCs and

indicators

This section provides an overview in table format of the

e judgement criteria,
e indicators,
e data sources,

e tools and methods to be used, as well as

e the levels of analysis corresponding to the tools.

The next section provides detailed guidance on how to respond to the JCs and indicators.
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Table 8. Judgement criteria and indicators on the cost-effectiveness of ECHO as

Judgement criteria and indicators Data sources Tools and method Level

JC1

adonor

ECHO’s budget allocations are based on
needs, actions of other donors and ECHO
objectives

Key informants

I11.1 | Evidence that ECHO’s budget allocations are | HIP and IAF Review of

based on needs Appeals / SRPs documents and
OCHA FTS basic c'lata
Key informants Interviews

11.2 | Evidence that ECHO’s budget allocations | IAF and HIP Review of

considered the actions of other donors Key informants documents
Interviews

11.3 | Proportion of ECHO funding compared to | OCHA FTS Calculate basic
total humanitarian funding (to be used with a data
comparator)

11.4 | Evidence that ECHO’s budget size was | HIP Review of
commensurate to ECHO objectives and documents
expected outcomes Key Informants | Interviews

JC2 | ECHO balanced cost in relation to
effectiveness and timeliness in making
strategic choices about its portfolio of
assistance

121 | Evidence of ECHO considering cost in | Key informants | Review of
relation to effectiveness and timeliness in | HIP documents
making portfolio choices related to partners, S .

. . ector policy
sectors, approaches, geographical locations, .
. . guidance
beneficiaties and transfer modalities y .
Key informants | Interviews

JC3 | ECHO took appropriate actions to ensure
cost-effectiveness throughout the project cycle

13.1 | Evidence of ECHO considering economy, | FichOps in Review of
efficiency and cost-effectiveness in selecting | HOPE documents
partner proposals and negotiating contracts Key informants | Interviews

13.2 | Evidence of ECHO monitoring efficiency and | Key informants | Interviews
cost-effectiveness of partners

13.3 | Optional: Evidence that lessons learned were | FichOps in Review of
considered throughout the project cycle HOPE documents

Monitoring
reports Interviews
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Table 9. Judgement criteria and indicators on the cost-effectiveness of ECHO-
funded actions

. N Tools and
Judgement criteria and indicators Data sources

methods
JC4 | Humanitarian actions funded by ECHO were

efficient
141 | Qualitative evidence that actions funded by | FichOps in | Document review | 1
ECHO were efficient HOPE and | Checklist of
other  partner | efficiency drivers
programme
documents
Key informants | Interviews 1
Checklist of
efficiency drivers
142 | Optional: Value of transfers reaching | Sample of | Alpha value 1-3
populations compared to administrative costs | budgets and
financial data
from HOPE
14.3 | Optional: Evidence that largest cost drivers | Sample of | Cost Driver and | 3
were well-managed budgets from | Economy analysis
HOPE and of largest cost
Partner finance | areas
and logistics | Interviews
staff
14.4 | Optional: Cost per beneficiary / cost pet unit | Sample of Cost  per wunit | 1-3
budgets and analysis
financial data
from HOPE
Other partner
documents

JC5 | Humanitarian actions funded by ECHO were
cost-effective

151 | Qualitative evidence that actions funded by | FichOps and | Document review | 1
ECHO were cost-effective other partner | Checklist of cost-
programme effectiveness
documents Key | drivers
informants
Key informants | Interviews 1
Checklist of cost-
effectiveness
drivers
Key informants | Multi-criteria 2
analysis
152 | Optional: Main quantitative or monetary | Key informants | Cost effectiveness | 3
outcomes of ECHO-funded projects | FicheOps and analysis
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compared to costs other partner Cost benefit
documents analysis
Budgets and
financial data
from HOPE

2.3 Guidance on how to carry out the analysis of the judgement
criteria and individual indicators

2.3.1 Cost-effectiveness of ECHO as a donor (JC1to JC 3)

ECHO’s objective as a donor can be summarised as providing the right amount and type
of aid, at the right time and in an appropriate way, to the most vulnerable people affected
by natural and/or manmade disasters, in order to save lives, alleviate suffering and maintain
human dignity.” An evaluation should determine the extent to which ECHO pursued this
objective in way that was cost-effective for the taxpayers that support it and for
beneficiaries. This involves considering the tasks that ECHO carries out as a donor and the
different processes it uses to ensure good cost-effectiveness.

JC1 | ECHO’s budget allocations are based on needs, actions of other donors and
ECHO objectives

ECHO is a large humanitarian donor, but as with all donors has finite resources. The size
of the budget should be appropriate in a given context given the needs and numbers of
people affected by crisis and disaster. Another factor that may influence the size of the
budget is ECHO’s added value as a humanitarian donor — in particular ECHO’s
commitment to humanitarian principles, evidence and encouraging approaches based on
good practices. These commitments may affect the size of the budget, for example if
ECHO engages in an underfunded ‘forgotten’ emergency or less accessible areas that may
have justifiably higher costs.

1.1 Indicator: Evidence that ECHO's budget allocations are based on needs

Locate and calculate basic data on needs and funding of the response under evaluation.
Review the crisis IAF to check for justifications on the size of ECHO’s overall budget.
OCHA FTS provides data on the total funding required as estimated via Strategic
Response Plans, Humanitarian Response Plans and Flash Appeals, as well as data funding
by donor and by sector (Level 7).

Ask ECHO HQ staff in key informant interviews how the size of the overall crisis
response budget was determined (WWD and or Emergency Aid Reserve). Check whether
they considered the overall needs in the context (e.g. related to humanitarian response
plans / strategic response plans) (Leve/ 7).

22 Terms of Reference for the study on Approaches to assess cost-effectiveness of DG ECHO’s Humanitarian Aid
actions. 2015.
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1.2 Indicator: Evidence that ECHO's budget allocations considered the actions of other donors

Review the IAF for information on the presence of other donors (Leve/ 7). Ask ECHO HQ
and ECHO field staff in key informant interviews about the amounts of assistance that
other donors provided and whether it had a specific role to play related to ECHO’s added
value as 2 humanitarian donot. Check the IAF for references on the action of other donors

(Level 7).

1.3 Indicator: Proportion of ECHO funding compared to total humanitarian funding

Use OCHA FTS to calculate ECHO’s funding to the total humanitarian funding. As a
point of reference, ECHO’s global share of humanitarian funding was 12% from 2012 to
2013 and 9% in 2014 and 2015 according to FTS. If ECHO’s funding is higher or lower
than average attempt to determine the reasons (e.g. larger share from other donors, higher

priority for ECHO) (Leve/ 1).

1.4 Indicator: Evidence that ECHO’s budget size was commensurate to ECHO objectives and expected

outcones

Review the HIP for references to budget size in relation to objectives and to determine if
the objectives were clearly established in the first place (Leve/ 7).

Ask ECHO staff in key informant interviews what ECHO’s broad objectives were in this
context, including related to the EU Added Value on advocacy, leadership and
coordination / coherence and whether the size of the budget was commensurate to
achieving all of the objectives (Leve/ 7).

JCc2 ECHO balanced cost in relation to effectiveness and timeliness in making
strategic choices about its portfolio of assistance

ECHO makes strategic choices about the features of its assistance. These choices include
ECHO’s objectives, the populations it intends to cover and priority sectors. All of these
issues may be influenced by the EU added value of doing X and Y. ECHO may also
emphasize criteria that will be prioritised in determining which actions to fund, such as the
efficiency and effectiveness of targeting, transfer modalities, overheads, partnerships and
coordination. Evaluators should consider whether and how efficiency and cost-
effectiveness were considered in ECHOs strategic choices about its portfolio.

2.1 Indicator: Evidence of ECHO considering cost in relation to effectiveness and timeliness in making
portfolio choices related to partners, sectors, approaches, geographical locations, beneficiaries and transfer
modalities

Review the crisis IAF and Humanitarian Implementation Plan (HIP) to see if ECHO

indicated how efficiency and cost-effectiveness figured in its strategy and priorities. For
example, ECHO may have stressed a desire for those issues being justified in proposals or
as an important consideration in their overall response (Leve/ 7).
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Ask ECHO staff in key informant interviews generally how choices were made related to
partners (UN versus NGOs; individually or in consortia), sectors, approaches (such as
supporting resilience or preparedness efforts), geographical locations, beneficiaries and
transfer modalities. Assess how cost and effectiveness were considered when making these
strategic choices. As timeliness can be a trade-off with cost, assess whether timeliness
played a role in these decisions (Leve/ 7).
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JC | ECHO took appropriate actions to ensure cost-effectiveness throughout the
3 project cycle

ECHO should take steps throughout the lifecycle of the portfolio under evaluation to
promote the efficiency and cost-effectiveness of the actions that it funded. This includes
considering these issues in the selection of the partners (and their proposed activities) and
monitoring them. It is not enough for ECHO simply to have taken actions, for example a
‘box ticking’ exercise with no real analysis probably will not pass muster. On the other
hand, it would be unreasonable to expect ECHO to do types of analysis that are normally
better suited to research. The steps need to be appropriate, in that types of questions asked
and the level of effort that they required and the insights they yielded were reasonable and
relevant. It is up to evaluators to determine the margin of what ‘counts’ as appropriate
actions as these will vary from portfolio to portfolio.

3.1 Indicator: Evidence of ECHO considering economy, efficiency and cost-effectiveness in selecting partner
proposals and negotiating contracts

Ask ECHO staff in key informant interviews how partners were selected and determine
whether the economy, efficiency and cost-effectiveness of partners was considered in the
selection process. Ask ECHO staff and partners whether ECHO queried partners on these
issues when negotiating contracts.

While the role of evaluators is not to run an audit, evaluators do need to consider that
ECHO staff are required through FichOp Guidelines to ask partners about managing
certain cost drivers such as local versus international purchase and international to national
staff ratios. Efficiency in relation to cost per beneficiary and the admin cost ratio is an
appraisal criteria included in ECHO’s FichOp guidance under financial aspects.” Note that
in some cases ECHO may have limited choices that influence the extent to which partners’
efficiency can be taken on board on the selection process (Level 7).

3.2 Indicator: Evidence of ECHO considering efficiency and cost-effectiveness of partners

Ask ECHO staff and ECHO partners in key informant interviews generally how ECHO
monitored its partners and their activities and determine whether ECHO considered the
efficiency and cost-effectiveness in the monitoring (Leve/ 7).

3.3 Optional Indicator: Evidence that lessons learned were considered throughout the project cycle

ECHO-funded activities under evaluation may extend years, meaning that lessons can be
learned throughout the lifecycle of the assistance that should be taken on board. Ask
ECHO staff in key informant interviews whether lessons emerged during the period under
evaluation and whether these lessons were incorporated into decisions about the selection

> The appraisal question on cost-efficiency in FichOps is: Does the Single Form provide sufficient

information to assess the action’s cost-efficiency, such as: cost per beneficiary, ratio between goods and
services directly delivered to the beneficiaries and other costs?
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of partners and projects (or other strategic decisions). Other uses sources of data may be
monitoring reports and evaluations of individual projects and even from previous
porttfolios or from other non-ECHO interventions (Level 2).

2.3.2 Cost-effectiveness of ECHO-funded actions (JC4 and JC5)

The following judgement criteria and indicators can be used to understand the cost-
effectiveness of the assistance that ECHO funded through its partners.

JC 4 | Humanitarian actions funded by ECHO were efficient

Efficiency refers to the cost of inputs in relation to their outputs and does not consider
issues of effectiveness. Efficiency influences cost-effectiveness because any achievements
or short-comings of an intervention’s efficiency influence its cost-effectiveness. Analysis on
efficiency is a useful contribution to learning and accountability through consideration of
the relative cost of alternative approaches to achieving the same output and whether the
intervention was implemented in the most efficient way. Most evaluations will have a
separate EQ on efficiency. Data and analysis from that EQ should inform the below
indicatots.

4.1 Indicator: Qualitative evidence that actions funded by ECHO were efficient

Ask ECHO partner staff in key informant interviews how their assistance performed for
efficiency and what evidence they have to support their conclusions (e.g. monitoring data).
Ask ECHO and ECHO partner staff in key informant interviews about the factors that
they believe influenced the efficiency of their ECHO-funded programmes (see Chapter 3
for list of examples). Ask whether in hindsight they believe that a different approach would
have improved efficiency (Leve/ 7).

4.2 Optional Indicator: Value of transfers reaching populations compared to administrative costs

In the case of programmes that provided cash, voucher or in-kind assistance to
populations, choose a sample of projects and use the alpha ratio or the total cost transfer
ratio to compare the value of assistance that reaches beneficiaries compared to
administrative costs. Keep in mind that programmes that have elements such as training or
sensitisation may have higher costs than those that do not because of the staff time
associated with these functions. Since June 2016 the Single Form includes a tab on transfer
modalities that enables an automatic calculation of these ratios. The FichOps guidance
2016 recommends TAs to pay particular attention to the ratio between the cost goods and
services directly delivered to the beneficiaries and other costs. It therefore is reasonable to
conclude that an alpha ratio or similar analysis should have been considered at some stage,
at least in the case of cash, vouchers and in-kind aid, where an alpha ratio calculation is
more straight-forward (compared to the provision of services). If the data is readily
available, then this is a level 1 tool; if it is not then it is a level 3 as it requires the evaluator
to gather this data. See Chapter 3 for benchmarks (Leve/ 7-3).
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4.3 Optional Indicator: Evidence that largest cost drivers were well-managed

In a geographical evaluation it usually would not be appropriate for evaluators to dig
through all of partner’s budgets and then assess whether they paid the ‘correct’ prices.
However, this indicator may be particulatly appropriate in crises where a large portion of
the budget went to certain goods or services — such as food aid or transitional shelters —
because overpaying for these inputs could have large repercussions on the economy and
efficiency of the portfolio. Use cost-driver analysis to identify the three largest costs of the
largest ECHO partner(s) and then economy analysis to determine whether these were
reasonable. Ask partners what processes they had in place to not overpay for inputs and
how they managed cost drivers (Leve/ 3).

4.4 Optional Indicator: Cost per beneficiary | cost per unit

Cost per beneficiary is a meaningful measure of efficiency only if the same level of benefits
or results are achieved (or expected to be achieved) and in similar circumstances. This is
rarely the case. An additional challenge is that the definition of beneficiaries can be highly
inconsistent across partners, making this a difficult indicator. However, tracking this
information over time could eventually establish rough benchmarks for programmes
delivering similar benefits. ECHO already requires partners in their logframes and financial
statements to allocate costs to results so that the ratio of cost per unit of result can be
easily calculated. Other donors ask for cost per beneficiaries and several NGOs have
started calculating these for internal programme management reasons.

To calculate the cost per beneficiary, divide the budget or result/output by the number of
beneficiaries. This indictor can also consider cost per unit, such as cost per safe shelter
delivered depending on the Key Output Indicator/Result concerned. Again the same
constraints apply that units may not be comparable. In terms of generation of the indicator,
it could be classified as Level 1. However, for meaningful analysis, comparisons and
benchmarks are needed which currently require Level 3 effort. (Leve/ 1-3).

JC5 | Humanitarian actions funded by ECHO were cost-effective

It is inevitable that the evaluation will explore effectiveness and outcomes in their own
right with EQs specifically on effectiveness. This JC on cost-effectiveness specifically
considers those outcomes in relation to costs.

5.1 Indicator: Qunalitative evidence that actions funded by ECHO were cost-effective Ask ECHO
partner staff in key informant interviews about how they believe that the cost of their
assistance stacked up against what was achieved. Ask what factors that they believe
influenced the cost-effectiveness of their ECHO-funded programmes (see Chapter 3 for
list of examples) and whether they would have made modifications to the programme
design or implementation relevant to cost-effectiveness in hindsight. Ask ECHO staff in
key informant interviews the same questions and whether there are any activities within the
portfolio that they believe were particularly more or less cost-effective (or from
interventions done previously or by others in that context). Consider data from the
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Effectiveness EQ and draw from factors influencing cost-effectiveness and the Efficiency
EQ and JC 5 above on efficiency (Level 7).

Multi-criteria analysis, also referred to as a ‘balanced score card approach’ may also be
appropriate in the case of comparing multiple benefits of multiple programmes. (Leve/ 2).

5.2 Indicator: Main quantitative or monetary outcomes of ECHO-funded projects compared to costs

For projects where quantitative monitoring indicators are available, use cost-effectiveness
analysis (CEA) to divide the costs by the benefits to determine the cost-effectiveness ratio
(CER). This can be compared across projects with the same objectives being implemented
in similar circumstances, as described in the next chapter. With ECHO partners being
required to report on the standard Key Outcome Indicators from June 2016, more
comparable quantitative outcome measures will become available over time (Leve/ 3).

For projects where monetary indicators were used (e.g. income generated from livelithood
activities), a ‘light’ form of cost-benefit analysis (CBA) and return on investment (ROI)
analysis can be used (CBA and ROI normally require monetizing all benefits of a
programme, which is rarely appropriate in humanitarian aid but may be in the case of
preparedness interventions designed to mitigate future costs of disasters and for protracted
displacement investments) (Leve/ 3).

2.4 Bring it all together

The purpose of having a specific EQ on cost-effectiveness and multiple JCs related to
efficiency and cost-effectiveness is to promote more consistent analysis of these in
evaluation. With imperfect data and limited time it can be difficult to make detailed
statements on the cost-effectiveness of an intervention, but it is essential that the
evaluation team form a picture of the extent to which ECHO achieved cost-effectiveness
in its response. The following are tips for doing so.

Look for areas that have improved over time, where lessons are being learnt and so that future
improvements can be made.

As a priority for ECHO evaluations, first and foremost consider issues raised in the
data collection and analysis that point to lessons on the cost-effectiveness of the
actions and whether their cost-effectiveness has perhaps shifted or improved over
time. Examine factors that influenced cost-effectiveness and lessons on how cost-
effectiveness of ECHO-funded actions could be improved in the future in this
context and beyond.

Dealing with sensitivities.

Evaluations can be sensitive in general and cost-effectiveness can be more so
because it is sometimes vague about what is required. ECHO staff and partners
may feel that they are being judged on analysis that they do not feel is part of
existing management and monitoring or reporting requirements. Evaluators need
to be clear about which requirements they are referring to (see list of data sources
in Table 11) and overall emphasise the aspect of building evidence and learning
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through the evaluation process and in the report. The purpose of the cost-
effectiveness EQ is not to turn evaluators into auditors but to make reasonable
conclusions on the cost-effectiveness of ECHO’s portfolio, contribute to evidence
and draw lessons where possible.

Draw from both qualitative and gquantitative data for analysis of efficiency and cost-effectiveness.

Because of a paucity of data and constraints on resources and time for evaluations,
much of the analysis on efficiency and cost-effectiveness must currently be based
on qualitative analysis of stakeholder perceptions. The more quantitative analysis
can be drawn on the better.

Draw conclusions on cost-effectiveness even amidst limited data.

As an evaluation team, broadly consider whether the balance between costs and
outcomes appears to be optimal, based on what it found on the cost of the
portfolio and what it achieved. The conclusion should be fully transparent about its
robustness. Even amidst limited data the evaluation team should make a case for
the extent to which ECHO achieved cost-effectiveness based on its findings and
analysis. Evaluators should pull from the EQs on efficiency and effectiveness to
inform their conclusion on cost-effectiveness and avoid repetitions of the same
conclusions in each EQ.

Contexctualise the analysis.

Evaluations seek to provide an evidence-based narrative about what ECHO
intended to achieve and what it did. This includes considering challenges that often
characterise an operational setting, such as related to insecurity, access and
adherence to principles. The operational challenges facing humanitarians are one
reason that humanitarian staff have expressed concerns that analysis on efficiency
and cost-effectiveness is ‘all about cost’ and not about effectiveness. Situate analysis
on cost and efficiency within the broader picture of what a portfolio achieved as
well as the challenges and opportunities that characterised the setting.

Dealing with uncertainty - be explicit about any assumptions made in the analysis and how conclusions
could change if the assumptions are not correct.

In making conclusions on cost-effectiveness and efficiency, evaluators will face
information gaps. Evaluators may need to make assumptions about the extent that
certain examples on efficiency and cost-effectiveness can be extrapolated across the
intervention, about the viability of monitoring data, etc. These assumptions should
be made explicit and the evaluation team should indicate how conclusions on
efficiency and cost-effectiveness might change if the assumptions are not correct.

Provide analysis on attribution.

Understanding effectiveness is essential to reach a core judgement on cost-
effectiveness. While this guidance does not seek to provide comprehensive advice on
analysing effectiveness it does wish to point out the need to address attribution.
First, changes in the beneficiary population must be understood (e.g. changes in diet,
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income, harvest productivity). An important source of this data is monitoring done
by partners, but monitoring has been recognised as a weakness in the humanitarian
system and data quality may be questionable. Second, where data is available, there is
a challenge of understanding the role of the intervention in those changes. Outputs
(e.g. number of food package distributed, number of people trained, number of
boreholes drilled) are straight-forward to attribute to an intervention.
Outcome/impact level changes (e.g. changes in income, food consumption, coping
strategies, malnutrition rates) are not because they are affected by other factors (e.g.
seasonality, other interventions, price changes). As such, observing changes in
indicators provide a ‘before and after’ picture, which is not the same as
understanding what would have happened in the absence of an intervention and
whether the intervention was responsible for that change. It is therefore important
that analysis on cost-effectiveness (and effectiveness overall) include analysis making

a case for how the intervention contributed to changes.

2.5 Basic data underpinning indicators

There are some basic calculations and data that will be useful in exploring indicators and
establishing a background picture of the portfolio. Evaluators should locate and / or
calculate these figures drawing on HOPE, strategic response plans and OCHA FTS.
Evaluators should request (and ECHO should provide) access to the HOPE database and

all relevant IAFs and HIPs.

Table 10. Basic calculations on ECHO as a donor

Basic calculations per
year per country and for
evaluation period

Data
Sources

Relevant JCs / indicators

Total ECHO funding in | OCHA FIS | JC1 ECHO’s budget allocations are based on

absolute terms HOPE needs, actions of other donors and ECHO
objectives

ECHO funding as a % of | OCHA FIS |1 1.1 Evidence of ECHO considering cost in

need HOPE relation to effectiveness and timeliness in making
portfolio choices

ECHO funding as a % of | OCHA FTS | I 1.3 Proportion of ECHO funding compared to

total humanitarian funding | HOPE total humanitarian funding

ECHO funding in | OCHA FIS | JC1 ECHO’s budget allocations are based on

comparison  to  other | HOPE needs, actions of other donors and ECHO

Member States funding objectives

ECHO funding as a % of | OCHA FTIS |1 2.1 Evidence of ECHO considering cost in

funding per sector relation to effectiveness and timeliness in making
portfolio choices

% of ECHO funding to | OCHA FIS |1 2.1 Evidence of ECHO considering cost in

UN, NGOs and 1Os relation to effectiveness and timeliness in making
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Basic calculations per  Data Relevant JCs / indicators
year per country and for Sources

evaluation period

portfolio choices

% of funding to each | OCHAFTS |1 2.1 Evidence of ECHO considering cost in
partner relation to effectiveness and timeliness in making
portfolio choices

Number of partners OCHAFTS |1 2.1 Evidence of ECHO considering cost in
relation to effectiveness and timeliness in making
porttfolio choices

Average grant size HOPE I 2.1 Evidence of ECHO considering cost in
relation to effectiveness and timeliness in making
portfolio choices

I 3.1 Evidence of ECHO considering economy,
efficiency and cost-effectiveness in selecting
partner proposals and negotiating contracts

Number of beneficiaries | HOPE JC 1 ECHO’s budget allocations are based on
reached needs, actions of other donors and ECHO
objectives

2.6 ECHO data sources

Evaluators need to have access to relevant resources. The table below shows what type of
information and data can be found in the most relevant documents and resources on cost-
effectiveness and how they can be accessed.

Table 11. Data sources

Data source Types of information How to access
Integrated An in-depth assessment of humanitarian | Request from Evaluation Unit
Assessment needs, taking into account the population
Framework affected and foreseeable trends.
(IAF)
Humanitarian Financing decisions are legal acts Publically accessible at
Implementation | authorising ECHO to spend from the EU )
Plan (HIP — budget. They identify the region of http:// ec.éuropa.eu/. echo/fundi
Financing implementation, the humanitarian ctisis, ng—éjaluatl(.)ns/ funding-
Decision) the objectives, the available funds and decisions-hips_en

potential partners. Decisions are taken on

the basis of needs assessments.
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Data source Types of information How to access

output and outcome indicators.

FichOps FichOps bring together all partner Accessed through HOPE
(including the information provided through the Single | database
SingleForm) Form and ECHO’s assessment of partner

performance throughout the project cycle.
FicheOp ECHO criteria for partner selection and | Request from Evaluation Unit
Guidelines 2016 | monitoring.
Single Form Requirements from ECHO partners on | Publically accessible at
Guidelines June | cost,  efficiency and  effectiveness
2016 information. Includes lists of new key | dgecho-partners-

helpdesk.eu/_media/single_for
m_guidelines_final.pdf

Sector Policy

Sector policy guidelines provide some

Publically accessible at

Guidelines advice on which sector interventions are | http://ec.curopa.cu/echo/what/
more or less efficient and cost-effective. | humanitarian-aid/policy-
No quantitative data is included in these | guidelines_en
guidelines though.
OCHA Humanitarian financing per donor and per | Publically accessible at
Financial sector for all humanitarian crisis contexts | fts.unocha.org
Tracking globally (by year)
Service
UN Appeals Humanitarian financing and country Publically accessible at
(Strategic, strategy consisting of a narrative, strategic
Response Plans, | objectives and indicators, and cluster plans fts.unocha.org
Humanitarian consisting of objectives, activities and
Response Plans | accompanying projects, which detail
and Flash implementation and costing of the
Appeals) strategy.

Partner budgets
and financial
data in Single
Form and
Annexes

Cost drivers, unit costs of inputs and
sometimes costs per outputs/results,
transfer values and admin costs.

Access through HOPE database

Final Report

August 2016

Annex A / Page 63







STUDY ON APPROACHES TO ASSESS COST-EFFECTIVENESS OF DG ECHQO’S HUMANITARIAN AID ACTIONS
ADE

3. Analytical approaches and tools

The previous chapter referenced analytical approaches tools that can be used to analyse
evaluation questions on cost-effectiveness. This chapter discusses these in more detail as
well as some additional tools on economy, efficiency and cost-effectiveness analysis.

3.1 Cost-effectiveness

3.1.1 Qualitative analysis of cost-effectiveness

Key informant questions

Evaluators will inevitably be using key informant interviews to inform the entire evaluation.
Here we suggest some questions that can be included on a key informant guide to address
the JCs and indicators listed in the previous section.

ECHO staff

What factors were considered in deciding which actions to fund? [Potential follow up
questions: How were the costs and outcomes of potential actions considered? How did
analysis of needs inform decisions? How did the actions of other donors inform
decisions?

What factors were considered when deciding which partners to fund? [Potential follow
up questions: How were the costs and outcomes of potential actions considered? Did
ECHO consider the administrative and overhead costs of partners?]

Did ECHO review and query any aspect of partners’ budgets?

Describe how ECHO monitored its partners. What were the main issues ECHO
checked with its partners?

What factors were considered in making portfolio choices related to sectors,
geographical intervention areas and transfer modalities?

ECHO partners

What factors were considered in deciding which actions to propose to ECHO fund?
[Potential follow up question: How were the costs and outcomes of potential actions
considered?]

Did ECHO review and query any aspect of partners’ budgets?

Describe how ECHO monitored its partners. What were the main issues ECHO
checked with its partners?

Do you believe that interventions ECHO funded were efficient? What evidence do you
have to support your view?

Do you believe that the interventions ECHO funded were cost-effective?r What
evidence do you have to support your view?

What factors contributed or detracted from the efficiency of the intervention? (see
below for examples)

What factors contributed or detracted from the cost-effectiveness of the intervention?
(see below for examples)
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Factors influencing efficiency and / or cost-effectiveness

A review of ECHO evaluations has found several factors consistently mentioned as
impacting on the efficiency and cost-effectiveness of ECHO funded humanitarian aid
actions. Using these factors systematically as a checklist for evaluators to go through will
provide a more consistent picture of what factors improve or reduce the cost-effectiveness
of ECHO aid. The factors could be ranked according to their perceived strength of
influence on cost-effectiveness.

Factors influencing efficiency and cost-effectiveness of ECHO funded partners and
actions:

= Timeliness

* Length of presence in country

* Extent of further subcontracting

* Choice of transfer modality

= Extent of staff turnover

* Returns from Preparedness Investment

* Existence of contingency plans based on risk assessment

" Level of innovation in programmes

=  Extent of coordination

* Cost savings through coordination (e.g. on needs assessments, avoiding overlaps)
* Extent of post distribution losses

* Extent of targeting and methods used

* Extent of inclusion of affected communities’ preferences in programming
* Level of local knowledge and local capacity building

*  Wider impact and multiplier effects on the local economy

Data requirements and resources

The main source of data will be ECHO documents and interviews with ECHO staff and
partners about their views on factors and the perceived importance of the factors in
influencing cost-effectiveness. Single Forms also can be sampled (prioritising partners with
the largest budgets) in order to check for references to factors which influence efficiency
and cost-effectiveness.

Issues to consider

»  Staff may be sensitive to questions on cost out of concerns that cost is receiving undue
emphasis in an evaluation and also because partners may not routinely track some of
the data on cost which would be useful for better analysing efficiency. It is also
important to distinguish between what key informants think about efficiency and cost-
effectiveness and the evidence available to support their claims.
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Electronic survey

Evaluators may choose to do an electronic survey of ECHO staff and partners on a variety
of questions linked to the evaluation. Most of the above Key Informant questions can be
modified to work within a survey using formats of multiple choice, asking respondents to
rank factors that influenced cost-effectiveness and asking the extent to which respondents
agree with or disagree with statements on cost-effectiveness (Leve/ 3).

Multi-Criteria Analysis or Balanced Scorecard Approach to analysing cost-
effectiveness

Multi-criteria analysis is a tool for scoring interventions on multiple dimensions intended to
support decision-making on a course of action. The method is intended to help decision-
makers consider multiple criteria and integrate different options in a prospective or
retrospective framework, reflecting the views of the actors concerned.

The Balanced Scorecard approach is similar in that it provides a tool for assessing the
perceived costs and effectiveness of projects or portfolios by stakeholders. In contrast to
the economic tool of cost-effectiveness analysis which can only assess one outcome, multi-
criteria analysis and balanced scorecards can be used for assessing the cost-effectiveness of
projects or portfolios with several outcomes. Outcomes do not necessarily need to be
quantified.

The evaluator selects a sufficiently representative set of indicators from the existing analysis
in the evaluation of economy, efficiency and effectiveness (both quantitative and
qualitative) and puts them in a framework as illustrated in the table below. A selection of
stakeholders or the evaluator could then score each indicator from 1-5 ranging from
‘substantially not meeting expectations’ to ‘excellent, exceeding expectations’ or use a Red-
Amber-Green rating to highlight areas for improvement. Alternatively, the criteria could
be scored and an overall score could be given in line with the methodology used by the
ECHO gender and resilience markers. This involves four scores ranging from the marker
1) not being applicable to the project/portfolio 2) none or only one critetion being met, 3)
two or three criteria being met and 4) all criteria being met.**

24 https://ec.europa.cu/echo/files/policies/sectoral /gender_age_marker_toolkit.pdf
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Table 12. Example format of multi-criteria analysis or balanced scorecard

approach
Criteria Indicator Scoring Commentary
Economy Main cost drivers are well managed
Efficiency Cost per beneficiary of selected KRI

Alpha ratio

Effectiveness Level of coordination with others

Timeliness

Satisfaction of end
users/beneficiaries

The more indicators per criterion the greater the weight given to that particular criterion.
In the example above the greatest weight is given to effectiveness. »

Data requirements and resources

No additional data requirements as all indicators are drawn from the evaluation. The EC
Better Regulation Toolbox provides guidance on how to conduct multi-criteria analysis. **

Issues to consider

¢  Only calculate an overall score where needed and appropriate. This tool can
be used for analysing the cost and effectiveness of a particular sector intervention,
particular phase in a response or for the entire response under evaluation. The
wider the scope, the less appropriate and likely misleading it is to reduce it to one
single score.

3.1.2 Quantitative tools for analysing cost-effectiveness

Cost-effectiveness analysis (CEA)

While this evaluation guidance discusses cost-effectiveness broadly as #he cost of achieving
intended programme outcomes, ‘cost-effectiveness analysis’ (CEA) is also a specific form of
economic analysis used to quantify the cost per outcome of a programme. Normally it is
used to compare two or more programmes with the same outcome. It therefore does not
lend itself to analysis of the cost-effectiveness of programmes in their entirety if they have
multiple outcomes and therefore cannot be compared.

%5 Wheatley and Pongracz, 2014
2 http://ec.europa.cu/smart-regulation/guidelines/toc_tool_en.htm#
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CEA is calculated by using the total costs as the numerator and the quantitative benefits as
the denominator to determine the cost-effectiveness ratio (CER). The costs should be
included all programme inputs and costs. Where possible this should include costs to
beneficiaries.

For indicators that are measured per person or household, the number of people or
households benefiting needs to be considered in the calculation. If a €100,000 programme
increases the Food Consumption Score of 10,000 households by an average of 12 points,
the CER calculation is €100,000 / (12*10,000) = 0.83. Alternatively, this can be formulated
as €100,000 / 12 = 8,333 then 8,333 / 10,000 = 0.83. This ratio indicates that it cost €0.83
per point increase in FCS.

CEA 1is relevant when for interventions where meaningful outcome indicators are
quantified but less so in interventions with multiple objectives and less quantification.
Examples of quantifiable outcome indicators from ECHO’s Key Results Indicators list are:

*  Average coping strategy index scores

* 9% increase in food consumption score

* SAM recovery rate

" % of 6-23 months old children who receive a minimum acceptable diet (MAD)

* % increase / decrease in X (access to adequate WASH services and hygiene practices;
living in safe and dignified shelters in secure settlements)

Data requirements and sources

CEA requires comprehensive cost data and quantified outcome indicators. Cost data
should come from the actual spending of a programme as opposed to the budget. It should
include all programme costs.

Issues to consider

* Non-quantifiable outcomes and results. CEA only covers quantifiable outcomes.
The evaluation should consider whether there are non-quantifiable outcomes that will
influence the overall conclusion on cost-effectiveness.

* Comparability among interventions. CEA comparisons between programmes are
most relevant when the programmes were delivered under the same conditions.
Differences in timing, programme design and location (e.g. more accessible, less
accessible), scale and even whether one programme required start-up costs while
another was on-going can affect the comparability of results. Any differences and
assumptions made should be made explicit and consideration should be given to how
the results could change if the assumptions are not correct

» Attribution. Attribution is perhaps the thorniest aspect of any analysis on effectiveness
(including cost-effectiveness) that uses changes in indicators from the baseline to the
end of the programme as the basis for analysis. Outcome/impact level changes (e.g.
changes in income, food consumption, coping strategies, malnutrition rates) are
affected by other factors than the assistance programme (e.g. seasonality, other
interventions, price changes). As such, observing changes in indicators provide a
‘before and after’ picture, which is not the same as understanding what would have
happened in the absence of an intervention and whether the intervention was
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responsible for that change.” The evaluation should make an evidence-based case for
the role of the intervention in the changes and clearly outline assumptions made.

Cost-utility analysis

Cost-utility analysis is a sub-set of CEA for the health sector. The disability-adjusted life
year (DALY) is a common indicator of the burden of disease in a population and considers
the impact of interventions on life expectancy and quality of life. In essence a DALY
represents one lost year of healthy life due to disease or injury. The World Health
Organization (WHO) uses it as a primary metric to assess the global burden of disease. The
outcomes of a health intervention can be expressed as the number of DALYs averted.”
Similarly quality adjusted life years (QALY) can be measured — the number of years that
actions extend life. It is only expected that evaluators will use cost-utility analysis when
evaluating interventions in the health sector.

For example, a €500,000 programme resulting in 100,000 DALYS averted has a CER of 5,
meaning it cost €5 per DALY averted. A €400,000 resulting in 90,000 DALYS averted has
a CER of 4.44, meaning a cost of €4.44 per DALY averted.

Data requirements and sources

Cost-utility analysis requires data on all costs of the programme and a quantitative
assessment of a health outcome.

Issues to consider

*  Cost-utility analysis is unlikely to be relevant for ECHO evaluations as none of the
Key Outcome Indicators are measuring DALYSs.

Cost-benefit analysis / return on investment

Cost-benefit analysis (CBA) is an approach that monetises the benefits and costs associated
with an intervention to see which one is greater.” CBA quantifies in monetary terms as
many of the economic costs and benefits of a programme as feasible, including items for
which the market does not provide a satisfactory measure of economic value, in order to
compare its costs with its results.”” CBA is the most demanding approach to comparing
costs and outcomes as it necessitates a comprehensive measurement of costs and
programme impacts and the ability to place a monetary value on programme impacts
across stakeholders.” CBA can be used to judge whether an intervention is or was worth
doing in isolation (i.e. not compared to alternatives).

27 Tevine, S. and S. Bailey (2015) Cash, vouchers or in-kind? Guidance on evaluating how transfers are made in

emergency programming. Overseas Development Institute; Hughes, K. and C. Hutchings (2011) Can we obtain the
required rigour without randomisation? Oxfam GB’s non-experimental Global Performance Framework.
International Initiative for Impact Evaluation Working Paper 13.

28 Wheatley and Pongracz, 2014

2 Tuan, M. (2008) Measuring and/or Estimating Social Value Creation: Insights Into Eight Integrated Cost
Approaches. Prepared for Bill & Melinda Gates Foundation Impact Planning and Improvement Prepared

30 White et al., 2013

31 Tuan, 2008
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Return on investment (ROI) is another way to express this same concept and data. Rather
than only looking at the absolute costs of an action compared to its absolute benefits, ROI
also considers the rate of return of those benefits. It is the gain from an investment minus
the cost of investment, which is divided by the cost of an investment (e.g. a €1,000,000
investment that results in €1,200,000 in total benefits has a ROI of 20%). ROI is a more
logical tool for making comparisons across interventions that seek to achieve the same
objectives than CBA since ROl is a ratio.

Data requirements and sources

CBA requires data on the cost of a programme and its present and future benefits. Where
benefits are not already monetised (e.g. increased income from livelihoods investment)
these must be valued in monetary terms. The EC Better Regulation Toolbox provides
guidance on how to conduct cost-benefit analysis. **

Issues to consider

* Appropriateness of monetising outcomes. CBA is rarely used in humanitarian aid as
it is rarely appropriate to monetise humanitarian outcomes. However, given the rise in
protracted displacement/refugee funding an increasingly larger proportion of
humanitarian funding is used for more permanent shelter and WASH constructions for
example, including more environmentally friendly solutions, or livelihoods
interventions. In those cases, CBA is certainly relevant for ECHO partners to carry
out as well as in some cases for ECHO evaluations.

" DPreparedness and early response. CBA has been increasingly used to analyse
investment in preparedness and early response to determine whether the costs of
investment outweigh the costs saved in the future related to lives, economies and
infrastructure in the absence of these investments.

* CBA and ROI ‘light’. Given the challenges both with appropriateness of monetising
outcomes and the logistical constraints of achieving this, it is unlikely that a
comprehensive CBA and ROI will be appropriate to use in an evaluation. However, if
there some indicators that are already monetised or can be appropriately monetised, this
can be used to make a broader case of cost-effectiveness. For example, if a livelthoods
project that cost €100,000 were shown to have generated more than €100,000 in
income.

32 http://ec.europa.cu/smart-regulation/guidelines/toc_tool_en.htm#
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3.2 Efficiency

Efficiency is the conversion of inputs to outputs. This generally refers to analysis of the
cost of alternative approaches to achieving the same outputs. Efficiency is one of seven
criteria developed by the Development Assistance Committee (DAC) in 1999 to encourage
comprehensive evaluation of humanitarian assistance in complex emergencies.”

It is not expected for evaluations to use the tools below for all partners (depending on how
readily available data is) but possibly for a sample of ECHO funded partners.

3.2.1 Total cost transfer ratio / alpha ratio

The total cost transfer ratio (TCTR) indicates the value of assistance that reaches
beneficiaries compared to all other costs.” It is calculated by dividing the total programme
cost by the total value of the transfers provided to recipients. It is most relevant for
programmes that provide in-kind, voucher or food transfers. Compared to cost per
beneficiary, using a ratio allows comparison between programmes that deliver different
transfer amounts.

Sometimes the reciprocal of the TCTR is used, known as the alpha ratio («). This is the
ratio of the value of transfers to total (administrative and transfer) costs. Cost-efficiency
declines as « falls below unity.

The Evaluation of the Use of Different Transfer Modalities in ECHO Humanitarian Aid
Actions 2011-2014% found that the crisis type has a large influence on the efficiency of
different modalities. See table below. It also found that the 25% least efficient projects had
a TCTR above 2 (or an alpha ratio below 1) meaning that for those 25% the costs to
deliver a transfer was more than 100% of the transfer value itself. A transfer of €100 cost
more than €100 to deliver, providing poor value for money.

Table 13 provides useful comparisons for evaluations to help identify outliers that require
further investigation. For example, any projects with TCTRs higher than 2 should
automatically be questioned about the reasons for the higher administrative costs.

3 Beck, T. (2006) Evaluating Humanitarian Action Using OECD-DAC Criteria. An ALNAP Guide for
Humanitarian Agencies. Overseas Development Institute

3 White, P., A. Hodges and M. Greenslade (2013) Guidance on measuring and maximising value for money
in social transfer programmes —second edition. Toolkit and explanatory text. DFID.

3 ADE (2016) Evaluation of the Use of Different Transfer Modalities in ECHO Humanitarian Aid Actions
2011-2014.
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Table 13. Average TCTRs in ECHO funded projects 2011-2014

Context Cash In-kind  Voucher  Average ‘

Complex Emergency 2.81(27) 1.86(13) 2.11(18) 2.37
Slow Onset 1.64(16) 2.44(6) 1.54(6) 1.81
Sudden Onset 1.39(29) 1.46(4) 2.72(7) 1.62
Refugee Response 1.15(4) 1.48(7) 1.81(3) 1.44

Source: ADE (20106)

It is easier to do an alpha ratio (or TCTR) when populations are provided with
commodities, vouchers or cash, which easily can be assigned a monetary value. It trickier to
do this when populations are provided with services such as healthcare. In this case the
costs or providing the services (e.g. supplies, the costs of staff who directly provide the
services, repair of infrastructure) can be compared with administrative /overhead costs
(e.g. support staff costs, office rental). This analysis requires detailed cost data and is labour
intensive if this data is not readily available from partners.

Data requirements and sources

Cost data should come from the actual spending of a programme or portfolio as opposed
to the budget. It should include all costs by cost-category taken from HOPE.

Issues to consider

* Focus on outliers. It is not worth looking into small differences in ratios. Only where
ratios differ significantly from the average, questions should be raised to understand
the reasons and learn lessons. As above, for TCTRs, anything close to or above 2
should be questioned. Or in Alpha value terms, any values falling below unity should
be questioned.

* Factors that shape the proportion of the budget going to delivery costs include
the length of an operation, its scale, the type of assistance provided and whether
agencies had existing capacity and presence, the location of a programme and
associated transport or security costs.

3.2.2 Cost per beneficiary

The cost per beneficiary or cost per unit of result is calculated by dividing the budget or a
programme or an output by the number of beneficiaties or units of result.® This is a
meaningful measure of efficiency only if the same level of benefits or results are achieved
(or expected to be achieved) and in similar circumstances. For protracted crisis, it can be
meaningful to look at the cost per beneficiary over time and analyse the reasons behind
trends or large variations.

3 Buchanan-Smith and Cosgrave, 2013
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Data requirements and sources

The total cost of a project / portfolio / output and the total number of beneficiaties from
partner budgets / actual spend and FichOps in HOPE.

Issues to consider

* Focus on outliers. It is not worth looking into small differences in costs per
beneficiary. As mentioned above, only where costs differ significantly, questions should
be raised.

* Making comparisons where possible. Analysis of efficiency usually entails an
element of comparison — between approaches, organisations and activities that can be
used to pursue similar objectives (e.g. cash transfers v. food aid to deliver an amount of
calories or nutritional value; funding an intervention through one NGO v. another
NGO; the cost of an intervention v. the average cost of similar interventions in that
context). Or it can be used to make comparisons over time. However, the cost per
beneficiary is only relevant when the output is comparable.

* Use ECHO Key Output Indicators where feasible. ECHO is currently introducing
standard indicators to improve the quality of the output indicators and to enable ECHO
to compare as well as aggregate achievements across programmes. Only one indicator
per sector will be reported on by partners out of 30-35 standard indicators in total (see
table on data sources for Single Form Guidelines including the key standard
indicators).

3.3 Economy and cost

As evaluations cover several years and / or countries with large numbers of projects
funded by ECHO, the tools should be applied to a sample of projects only that represent
very significant costs of the response. Examples would be transitional shelter in the Haiti
earthquake evaluation, WASH and shelter in the Pakistan floods evaluation, or camp
maintenance in a protracted refugee response in camps.

3.3.1 Cost-driver analysis

Any cost in a programme or portfolio can be subject to economy analysis. However, those
that form the largest percentage of the budget matter most as an increase or decrease in
those costs has the biggest impact on the bottom line. These costs are determined through
cost driver analysis. ‘Cost drivers’ refer to the cost categories that most influence the
overall cost of a project / programme / portfolio (e.g. international staff numbers and
salaties, prices of aid commodities, security, transport costs ot overheads).”

Cost-driver analysis is done by identifying the cost categories/budget lines that are the
largest in the budget and divide them by the total budget to establish which percentage they

37 “Cost driver’ can also refer to factors that play a major influence on cost (e.g. location of a programme,
scale).

Final Report August 2016 Annex A / Page 74



STUDY ON APPROACHES TO ASSESS COST-EFFECTIVENESS OF DG ECHQO’S HUMANITARIAN AID ACTIONS
ADE

represent. Alone this provides a useful picture of the allocation of the budget across inputs
including staff time, transfers and overheads. It is also the basis for determining which
costs to look at in economy analysis.

Box 1: Cost-driver Analysis Example

The budgets of the two largest partners of a protracted refugee response have the
following three largest budget lines:

Partner A Partner B

Construction contract: 25% Repair and maintenance: 20%
Kerosene: 14% International staff: 15%
International staff: 7% CRIs: 12%

For the two top lines, given their proportion in the budgets, a closer look at the unit costs
and the processes for contracting are recommended, see economy analysis below. For
partner B it might be worth exploring the reasons for a much higher international staff
budget than partner A (as per FichOp guidelines 2016 on human resources of partners).

Data requirements and sources
Budget / actual spending of ECHO partners from HOPE.
Issues to consider

* Factors that shaped cost. Factors that shaped costs include the length of an
operation, its scale, the type of assistance provided and whether agencies had existing
capacity and presence, the location of a programme and associated transport or security
costs. One of these factors might justify a large international staff presence for
example.

3.3.2 Economy analysis

Economy refers to whether programme input costs were as low as they should be (i.e. not
overpaying for inputs).” For example, it means that aid agencies should not buy a tent for
€200 if the same tent can be purchased for €150, all other factors being equal.

To undertake analysis, look at the input costs per unit of the largest budget lines (identified
under the cost driver analysis) in the budget. There are two main ways to establish if they
are reasonable. The first is to establish whether systems were in place and followed to get
the best cost per input. The second is by referring to cost data from similar projects from
other organisations and from previous responses in that context and identifying outliers.
Where there are large variations, it is important to ask why. As discussed below, it is often

3% Wheatley, A. and S. Pongracz (2014). Humanitarian Value for Money Toolkit. Tools and approaches for
measuring VM in rapid onset and prolonged crises. Version 1.0

Final Report August 2016 Annex A / Page 75




STUDY ON APPROACHES TO ASSESS COST-EFFECTIVENESS OF DG ECHQO’S HUMANITARIAN AID ACTIONS
ADE

challenging to determine appropriate comparisons based solely on other per unit cost data,
therefore a focus on significant outliers is recommended.

Box 2: Economy Analysis Example - Nutrition

ECHO is funding nutrition through an NGO consortium and a UN agency in a protracted
emergency. The cost driver analysis of the budgets of these two largest partners identified
the cost of RUTF as the largest cost area of the response. The unit costs per comparable
packet size of RUTF is established by asking both partners with the outcome of one
pattner paying 1/3 more petr pack than the other. This price difference adds up to over
€1m for one year. Coordination or joint procurement could therefore possibly have saved
€1m or procured RUTF worth €1m more.

Box 3: Economy Analysis Example — WASH and shelter

The bar chart below is a real life example of economy analysis in the two critical cost areas
of WASH and shelter in a flood response. A comparison was made of input unit costs for
latrines and shelter between several implementing partners. The bar chart shows clearly
that there were some large outliers (e.g. pour-flush latrines for almost £500 in comparison
to others between [100-200). Questions were asked about the outliers and while all
procurement procedures were followed according to the rules the substantial extra cost in
the case of the latrines for example could not be justified by better quality.

Comparative unit costs by agency

B Lafrine: Pour Aush

=
=

W Latrine: pitiemergency

w
=

mHand pump <60 depth

Costin £ GBP

. I : WII- Ii
I (O

NGO 1 NGO 2 NGO 3 NGO 4 NGO 5 NGO & NGO 7 NGO 8 NGO 10 NGO 11 NGO 12

r
s

O Emergency shelter kit

m Core /transifional shelter

Humanitarian organisation

Data requirements and sources

Cost data should come from the actual spending of a programme or portfolio as opposed
to the budget. It should include all costs by cost-category taken from HOPE. A
comparison of planned versus actual costs can also be useful as large variations might
highlight problems with financial management and procurement practices in partners.
Depending on context, large variations over several funding cycles should be analysed.
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Issues to consider

Focus on outliers. Economy analysis needs to be economical in itself. It is not worth
looking into small differences in costs. Only where costs are significantly higher or
lower than the average, questions should be raised to understand the differences and
learn lessons.

Appropriate comparisons for input costs. The cost of an input per unit costs is a
basis for understanding whether or not the price paid was reasonable. However, there
is no standardised terminology for inputs, and similarly named inputs from different
agencies may not actually be comparable. For example, two agencies may provide
latrines in the same camp for internally displaced people at very different unit costs.
One agency may provide only the latrine slabs to families in readily accessible areas,
while the other trains community groups to manufacture the slabs instead of buying
them, so that they can install latrines when they return to their villages; provides
materials for building the latrine superstructure; works in relatively inaccessible areas;
and also provides an extensive hygiene education programme.” It is therefore
important that when comparing input costs, costs of additional activities are not added
to the input unit costs. If in doubt, procurement plans of partners should provide the
exact input unit costs.

Whether systems to control costs were followed and decisions informed by cost
driver and economy analysis. ECHO and its partners should have systems in place
to ensure that they are not overpaying for inputs in bidding processes. The main
processes will be linked to procurement and the awarding of contracts. ECHO
partners have to comply with competitive procurement practices as set out in the
Framework Partnership Agreements. Compliance is checked through audits and
renewal of the FPAs. Evaluators should therefore focus on checking if economy
analysis has fed into decisions of local versus international procurement or joint
procurement with others to generate economies of scale.
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ADE

Annex 1. Table of Equivalents

Organisation  Source

| Term

Definition

ECHO Study ToRs and | Cost-effectiveness Cost-effectiveness: “Is the size of the
ECHO budget for the programme appropriate and
evaluation ToRs proportional to what the programme is set
out to achieve? Is it sufficient for reaching a
critical mass of impacts? Could the same
results have been achieved with less
funding?”

FichOp Cost-efficiency Cost-efficiency is efficiency at output level

Guidelines 2016

Transfer Cost-effectiveness | Cost-effectiveness: the cost of achieving

Modalities intended programme outcomes

study®

European EC Better | Efficiency Efficiency considers the relationship

Commission Regulation between the resources used by an
Guidelines intervention and the changes generated

by the intervention" where changes refer
to outputs, results and impacts so that
analysis of cost-effectiveness is included
as part of the efficiency criterion.
Financial Efficiency Efficiency concerns the best relationship
Regulation between resources employed and results
achieved.

OECD-DAC | DAC criteria for | Efficiency and | Efficiency: measures the outputs -
evaluating effectiveness qualitative and quantitative - in relation to
development the inputs. It is an economic term which
assistance*! signifies that the aid uses the least costly

resources possible in order to achieve the
desired results.

Effectiveness: measures the extent to which
an aid activity attains its
objectives/outcomes.

DFID DFID’s Value for Money | Economy: are inputs of the appropriate
Approach to | and the 3Es quality bought at the right price?

Value for Efficiency or Cost-efficiency: how well are

Money, 201142 inputs converted into outputs?
Effectiveness: are outputs achieving the
desired outcomes?

40 http://ec.curopa.cu/echo/funding-evaluations/evaluations/thematic-evaluations en

roach-value-
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Source

| Term

ADE

Definition

Organisation |

Cost-effectiveness: how much impact does
an intervention achieve relative to the inputs?
Value for Money: making the best use of
resources.

WEP Technical Note | Efficiency Efficiency at activity level
on Efficiency e.g. cost and benefit of food fortification
Analysis,  June plant
2013 4 Efficiency at output level
e.g. cost of cash transfers versus food-in-
kind per Euro of food delivered
Efficiency at outcome level
e.g. cost of cash versus food-in-kind per unit
of food consumption improvement
Efficiency at impact level
e.g. cost per QALY saved, Benefit-Cost
Ratio of food vouchers
IRC “Cost  Analysis | Best Use of | Best use of resources: maximizing the
Methodology at | Resources impact of each dollar spent to improve our
the IRC”, Best client’s lives.
Use of Resources Cost-efficiency: cost per output that a
Initiative at the program produces
IRC Cost-effectiveness: cost per outcome that a
program achieves
1CAI — | ICAT’s Approach | Value for Money | Economy: getting the best value inputs
Independent to Effectiveness | and the 4Es Efficiency: maximizing the outputs for a
Commission and Value for given level of inputs
for Aid Impact | Money, Effectiveness: ensuring that the outputs
November deliver the desired outcome
20114 Equity: ensuring that the benefits are
distributed faitly
Source: ADE

4 Renard, R. and Lister, S., “Technical Note on Efficiency Analysis”, WEFP — OEV, June 2013
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Annex 2. Minimum package of cost-
effectiveness JCs, indicators and tools

Judgement criteria and indicators Data sources Tools and method Level

JC1 | ECHO’s budget allocations are based on
needs, actions of other donors and ECHO
objectives
I11.1 | Evidence that ECHO’s budget allocations are | HIP and IAF Review of
based on needs Appeals / SRPs documents and
OCHA FTS basic c.lata
Key informants Interviews
11.2 | Evidence that ECHO’s budget allocations | IAF and HIP Review of
considered the actions of other donors Key informants documents
Interviews
11.3 | Proportion of ECHO funding compared to | OCHA FTS Calculate basic
total humanitarian funding data
11.4 | Evidence that ECHO’s budget size was | HIP Document review
commensurate to ECHO objectives and Key informants | Interviews
expected outcomes
JC2 | ECHO balanced cost in relation to
effectiveness and timeliness in making
strategic choices about its portfolio of
assistance
121 | Evidence of ECHO considering cost in | HIP Document review
relation to effectiveness and timeliness in | Eyaluations
making portfolio choices related to partners, Sector policy
sectors, approaches, geographical locations, cor POtcy
. . guidance
beneficiaries and transfer modalities } .
Key informants | Interviews
JC3 | ECHO took appropriate actions to ensure
cost-effectiveness throughout the project cycle
13.1 | Evidence of ECHO considering economy, | FichOps in Review of
efficiency and cost-effectiveness in selecting | HOPE documents
partner proposals and negotiating contracts Key informants | Interviews
13.2 | Evidence of ECHO monitoring efficiency and | Key informants | Interviews
cost-effectiveness of partners
JC 4 | Humanitarian actions funded by ECHO were
efficient
14.1 | Qualitative evidence that actions funded by | FichOps and | Document Review
ECHO were efficient other  partner
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Judgement criteria and indicators

Data sources

ADE

Tools and method Level

programme
documents

Key informants

Interviews 1

JC5 | Humanitarian actions funded by ECHO were
cost-effective

15.1 | Qualitative evidence that actions funded by
ECHO were cost-effective

FichOps and
other  partner
programme
documents

Document review | 1

Key informants

Interviews 1
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