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ABSTRACT

During the past 11 years, the Dominican Republic has introduced dozens of new
laws and regulations aimed at modernizing its national management systems. The
new rules represent a step forward in the implementation of Managing for
Development Results (MfDR) techniques that will improve the effectiveness of
public spending in the country. The implementation of the new legal framework,
however, is still in an early stage. This Technical Note analyzes the new legal
framework, focusing on the relationship between its components, the
inconsistencies or contradictions of the framework, and the status of its
implementation. The results of the analysis show that the framework provides a
great starting point for MfDR, but that further action is still needed. The
Technical Note ends with a list of recommendations that, if followed, should help
increase the effectiveness of public expenditure in the Dominican Republic.
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1. Introduction

1.1 Objective of this Technical Note

In order to address its fiscal constraints, the Dominican Republic needs to improve the
effectiveness and efficiency of public expenditure. The process toward meeting this need has
already begun with the creation of a new legal framework for most of its national management
systems. The country is currently building the institutional capacity needed to implement the new
legal framework. The objective of this Technical Note is to provide recommendations for
capacity building and for producing the conditions necessary to improve the efficiency and the
effectiveness of public expenditure in the Dominican Republic.

To achieve that objective, this study analyzes how the new legal framework for the
Dominican Republic’s national management systems shapes the implementation of management
techniques, known as Managing for Development Results (MfDR), which are aimed at
improving efficiency and effectiveness of public expenditures. The analysis is divided into five
pillars that conceptualize MfDR, and it describes how each pillar should work once the mandates
in the legal framework have been fully implemented, examines the implementation status for

each pillar, and analyzes the inconsistencies or contradictions within the framework.

1.2 Country Context

During the past 20 years, the Dominican Republic has had the fastest growing economy in Latin
America and the Caribbean (LAC) in terms of per capita Gross Domestic Product (GDP), with
an annual average growth of 4 percent (Hausmann, et al., 2012). Several studies, however,
indicate that the rate of economic growth in the Dominican Republic will decelerate, which
could result in fiscal sustainability problems (Hausmann, et al., 2012) (Agosin and Stein, 2010)
(Artana, Bour, and Panadeiros, 2010). Likewise, another recent study argues that the Dominican
Republic faces fiscal sustainability concerns and recommends that the government take measures
to reduce its primary deficit (Guzman, Vergara, and Zuccardi, 2010).

As the availability of public resources diminishes, the Dominican Republic needs to
increase revenue and decrease spending. On the revenue side, the government recently approved

a tax reform law (Law 253-12) that is expected to increase earnings from income and sales taxes.



On the spending side, the focus of the policy needs to shift toward the efficiency and
effectiveness of public expenditure (Artana, Bour, amd Panadeiros, 2010). In its Country
Strategy with the Dominican Republic 2010-2013, the Inter-American Development Bank
(IBD) argued that “inefficient spending (...) and poor service quality are compromising the
ability to restore economic growth and fiscal health over the long term” (IDB, 2010). Other
studies echo this view. For example, the Country Partnership Strategy between the World Bank
and the Dominican Republic states that there is “limited capacity of public institutions to produce
tangible results” (World Bank, 2009), while the 2012-2013 version of the Global
Competitiveness Report ranks the Dominican Republic last for wastefulness of government
spending (World Economic Forum, 2012).

One approach to improving efficiency and effectiveness of public expenditure is
implementation of MfDR, which can be defined as “a management strategy that guides the
actions of the public actors of development to generate the greatest public value through the use
of management tools that, in a collective, coordinated, and complementary manner, are
implemented by public institutions to generate fair and sustainable social changes for the benefit
of the population as a whole” (Garcia Lopez and Garcia Moreno, 2010).

The management tools mentioned in the definition of MfDR are grouped into different
areas, known as the five pillars of the management cycle (Figure 1). These pillars do not work
independently; instead, they are deeply interrelated. For example, the goals and objectives
defined through the planning process must be directly reflected in the budgeting process by

allocating resources that will allow public institutions to work toward those goals.




Figure 1: Five Pillars of MfDR

Managing for Development Results (MfDR)
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performance. ¢
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Source: Author’s elaboration based on Garcia Lopez and Garcia Moreno (2010).

“MfDR implementation calls for substantial innovations in public sector management,
which supposes a sustained effort over the medium and long term that often transcends various
periods of government office. These innovations might also require modifications of the public
management systems, a legal or institutional framework, a search for consensus among the
various state functions, alignment of the different components of the management cycle, and new
organizational structures that promote coordination and teamwork instead of competition and
individual effort” (Garcia Lopez and Garcia Moreno, 2010: 7).

The Dominican Republic has already started an innovation process in its public sector
management through the creation of a new legal framework. Since 2001, at least 13 new laws,
and a similar number of new regulations, have been introduced in the Dominican Republic (see
Annex 1), which should have a direct impact upon the quality of public expenditure. This new
legal framework has modernized the rules regarding most of the systems included in MfDR, such
as accounting, budgeting, financial management, internal and external auditing, planning,

procurement, public investment, and public service systems.
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After new rules are established, the next step is to implement them. For MfDR, this
“requires explicit political will at the highest levels. Also, entities with the power to influence the
whole of the public sector need to set the standard for change” (Garcia Lopez and Garcia
Moreno, 2010). This type of implementation process is currently ongoing in the Dominican
Republic. Although there has been progress in the last few years, most of its components are not
yet fully operational, which prevents the Dominican Republic from achieving the expected
improvements.

The analysis herein includes the main institutions involved in the MfDR framework: the
Ministry of Economy, Planning, and Development (MEPYD), the institution in charge of
planning and public investment systems; the Ministry of Finance (MF), which is in charge of
budgeting, accounting, and financial management systems; the Comptroller (Contraloria General
de la Republica) and the Chamber of Accounts, which are in charge of internal and external
audits, respectively; and the Ministry of Public Administration (MAP), which is in charge of
civil service career management.' This publication also briefly examines some line ministries,
such as Education and Health, to review their level of implementation of centrally mandated

policies.

! Many of the institutions mentioned have been established as a consequence of recent legislation. The MEPYD was
created in 2006 to become the institution responsible for planning, public investment, and macroeconomic policy. It
replaced the Technical Secretariat of the Presidency. In 2004, the responsibilities and the name of the MF changed
(formerly Ministerio de Finanzas), becoming the institution responsible for fiscal policy and financial management,
including budgeting responsibilities that were part of the Office of the President. The MAP was established in 2008,
and its main responsibility is to manage the civil service career system. Additionally, Law 56-10 and the constitution
changed all institutional names from Secretariat to Ministry.
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2. Analysis of the Implementation of MfDR in the Dominican Republic
2.1 First Pillar: Strategic Planning
2.1.1 Description of the Framework

The cornerstone of the MfDR framework for the Dominican Republic is its strategic planning
system, given that Law 498-06 mandates that the objectives of all public sector institutions must
be aligned with national plans. This includes processes ranging from all of the budgeting phases
(see second pillar), to the contracts of every public sector employee (see fourth pillar). The
following description of the strategic planning framework is focused on its structure and on the
objectives of each of its components, leaving the analysis of its interrelationships with the rest of

the public administration for pillars two to five.

The strategic planning process is based on a top-down approach that guides a five-tier
desegregation course (Figure 2), in which each tier must be aligned with its predecessor. The
legal framework sets forth the minimum content that must be included in each tier of the

planning process. This minimum content is analyzed in the next section of this document.

Figure 2: Five-tier Planning Process

National Development P:Abl:::_i:ﬁcnt:;s Sectorial Institutional Regional Plan
Strategy . Strategic Plan Strategic Plan g
National Plan

Source: Author’s elaboration based on the Ley de Planificacion e Inversion Publica, 2006.

The first two tiers of the planning process are composed of two national-level plans: the
long-term National Development Strategy and the medium-term Public Sector Multiannual
National Plan (PSMNP). The former must be comprised of a citizen-based group called the
Development Council. Its objective is to define, through a description of current issues and
objectives, “the image of the country that they want to build” (Dec. No. 493-07, Article 18). The
latter must include a collection of programs, projects, and policies that will facilitate

achievement of the objectives described in the National Development Strategy.

The final three tiers of the planning process are composed of sectoral, institutional, and

regional strategic plans. The sectoral strategic plans must be expounded by the line ministries in
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coordination with the MEPYD. The institutional strategic plans must provide specific production
plans that will facilitate achievement of the objectives set in the three prior tiers of the planning
process. To ensure that each institution will be able to produce its strategic plan, they must have
a specialized planning office that will be provided with technical training by the MEPYD. The
regional plans are an aggregation of the issues and objectives covered in the other tiers of the
planning process that are relevant to a specific region of the country.

Arguably, there is one additional tier in the planning process: results-based contracts.
These contracts, which are still in an early implementation phase and which will be further
analyzed in the fourth pillar, are mandatory for all public sector employees. For managers, their
objectives must be the same as those of the institution.. The remaining employees must define, in
coordination with their supervisors, specific objectives to be fulfilled each year, which must be
directly linked to the objectives stated in the institutional plan. Since these contracts must link
public officials’ goals and objectives to those of the country, they become an important tool to

enforce decisions that are taken in the planning exercise.

2.1.2 Implementation Process
Several strategic planning documents, which comply with at least most of the characteristics
mandated in the legal framework, have already been elaborated in the Dominican Republic.
Among them are the National Development Strategy 2010-2030, the PSMNP 2011-2014, the
Institutional Strategic Plan of the MEPYD 2008-2012, and Sectoral Plans in Education, among
others. Certain aspects, however, remain to be addressed to improve the quality of planning and
ensure sustainability. First, certain discrepancies in the legal framework regarding the
information that must be included in each tier of the strategic planning process need to be
addressed. Second, there must be appropriate capacity building to develop each tier of the
planning process. Third, Monitoring and Evaluation (M&E) systems should be implemented to
generate performance information that will feed the decision making process.

Table 1 shows a list of the minimum content that each of the first four tiers of the
strategic planning process must have, according to the legal framework. While there is an

increasing level of operational detail for each tier, there are some discrepancies regarding the




minimum content. First, specific baselines and indicators to measure progress are only required
for the first tier. Second, a program-based strategy is not required for the sectoral level, which
might cause compatibility issues between the PSMNP and the institutional plans. In spite of
these discrepancies, some public institutions have included baselines, and some sectoral plans
have included a program-based structure. Correcting those flaws would help sustain good

practices.

Table 1: List of Strategic Plans and their Increasing Level of Detail

National Public Sector’s Sectoral

Institutional
Mandatory content Development Multiannual Strategic s?::::tilglll::an
Strategy National Plan Plan g
List of prioritized
issues to be attended % 4 4 4
Goals and objectives “ | | |
Baselines and
indicators to measure ¥ x x x
progress
Program-based
strategy ¥ ) ¥
Financial needs VG| | |
Financial strategy ¥4} ¥|
Annual operational
¥

plan

Source: Author’s elaboration based on Ley de Planificacion e Inversion Publica (2006) and Reglamento
de Aplicacion No. 1 para la Ley 498-06 (2007).

The MEPYD is responsible for helping to build institutional capacities in all of the public
institutions that are required to submit planning documents. The MEPYD has already made
progress toward this end by issuing a group of detailed methodologies and guidelines to
standardize certain topics, such as the creation of institutional plans, the definition of social

issues, and the development of objectives, among others. Additionally, the MEPYD has been




providing training to the planning offices of each institution. Public institutions, however, have
still been showing difficulties in the elaboration of medium-term institutional plans. In many
cases, public institutions have been structuring detailed annual plans instead of the medium-term
plans that they are mandated to create. Additionally, the plans that have been developed differ
vastly in structure, which makes it more difficult for the MEPYD to analyze each of the plans
and ensure consistency among the documents and their methodologies.

The final aspect—arguably the most important one for ensuring fulfillment of the
objectives established in the strategic planning documents—is the creation of a strong and
reliable M&E system. While some steps have been taken, such as defining methodologies for the
development of monitoring indicators, the MEPYD should issue specific guidelines about how to

use performance-based information to update strategic planning documents.

2.2 Second Pillar: Results-based Budgeting
2.2.1 Description of the Framework

The Dominican Republic’s MfDR framework sets the national annual budget as the result of a
bottom-up process that is strictly linked to the strategic planning system. The national budget
must be developed by combining all of the public sector’s institutional budgets, and institutions
are only allowed to allocate resources to items connected to their strategic plans. The legal
framework only gives the MF the right to request changes in the institutional budgets when they
do not comply with the instructions given in the Annual Budgeting Policy.

Figure 3 summarizes the process to develop the national annual budget. The process
starts with the formulation of two documents: the National Development Strategy (see first
pillar) and the medium-term macroeconomic projections. The projections included in the latter
document are the joint responsibility of three institutions: the MEPYD (macroeconomic
projections), the Central Bank (monetary and external projections), and the MF (fiscal and

financial projections).
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Figure 3: Input Chain in the Creation of the National Annual Budget

Medium-term National Development

Macroeconomic projections Strategy

Public Sector’s Multiannual

Performance-based Performance-based

1 | 1 1
1 1 ! |
! ! National Plan (PSMNP) | i
| feedback i ! feedback |
1 § U =~ 0 e
\/ \\/
Public Sector’s Multiannual Budget Sectoral Strategic Plans (one per sector)
(PSMB)
Annual Budgetary Policy Institutional Strategic Plans (one per

institution)

' 7 JI T

Institutional Annual Budget (one per Performance-based
feedback

institution)

L

National Annual Budget

Source: Author’s elaboration based on Ley Organica del Presupuesto para el Sector Publico, 2006;
Reglamento de Aplicacion de la Ley 423-06, 2007; Ley de Planificacion e Inversion Publica, 2006; and
Reglamento de Aplicacion No. 1 para la Ley 498-06, 2007.
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Using the PSMNP as a basis, the MF must elucidate the Public Sector’s Multiannual
Budget (PSMB). This document is the most important part of Dominican Republic’s Results-
based Budgeting (RBB) framework, as it is the only instance of the budgeting process in which
performance-based information must be analyzed. In the preparation of the PSMB, the MF has
the authority to cancel or ratify existing programs and projects, add new programs and projects,
and rank which programs and projects should be assigned funds in the annual budget according
to their importance. Finally, based on the PSMB, the MF will also formulate the Annual
Budgeting Policy, which must include all relevant information from the multiannual documents,
and which must include key aspects for that year’s budget, such as the maximum expenditure
amounts per institution, the functional and economic distribution of the expenditure, and tax and

external financing policies.

2.2.2 Implementation Process
There are critical steps that need to be taken to implement the Dominican Republic’s new
budgeting framework. First, the medium-term budgeting plan, introduced above as the PSMB
and highlighted as the most important document for the RBB process, has not yet been prepared.
Further, there are no clear rules to ensure medium-term fiscal sustainability.” Finally, while the
Dominican Republic’s budgeting framework includes interdependencies between the budgeting
and planning processes, there are no specific procedures to manage those interdependencies.

The only part of the budgeting process in which performance-based information is critical
is the PSMB. Until the date when this Technical Note was written, the MF was in the process of
creating the PSMB for the first time. However, creating the document will not be enough to
ensure RBB. Some important indicators for success lie in the capacity and methodologies for
updating the PSMB every year, with special emphasis on the use of performance-based
information to decide about the future of public sector programs and projects and on changing
the way in which the Annual Budgetary Policy is developed to ensure that it will be based on
information provided by the PSMB.

? These rules commonly include mechanisms to adjust public spending for cyclical changes in GDP, public debt
limits as a percentage of GDP projections or of current revenues, and fiscal deficit limits as a percentage of GDP.
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Additionally, the Dominican Republic has no clear quantitative rules to promote fiscal
responsibility. Some issues have been detected regarding the transparency of public debt,
including the need to further regulate financial operations between the central government and
government enterprises (such as the Dominican Corporation of State-owned Electric
Companies), and the existence of inconsistencies among official publications regarding debt
levels (ADE, 2012). Measures different from quantitative rules have been applied to improve
fiscal responsibility, such as increased transparency and central monitoring (Artana et al., 2012).

The analysis of the interdependencies between the planning and budgeting processes
begins by reviewing how institutional budgets must be developed. Each public sector institution
must create its budget by following the guidelines from the Annual Budgeting Policy elaborated
by the MF and in accordance with the goals, objectives, programs, and projects established in
their strategic planning documents. However, there may be discrepancies, because the MEPYD,
which is in charge of the planning process, does not necessarily participate in the approval of
institutional budgets, which means that they have no opportunity to ensure that institutions
prioritize the allocation of resources toward the accomplishment of the objectives stated in their
plans.

Four measures are expected to be adopted to address potential discrepancies between
planning and budgeting. First, funds for programs and projects that are critical for accomplishing
the objectives stated in the PSMNP and in the National Development Strategy are receiving a
“protected” status. This means that the MF cannot reduce the funds for those programs and
projects. Second, the draft version of the regulation document for Law 1-12 proposes using the
Integrated Financial Management System (SIGEF) as a tool to link information; however, this
system 1is currently in need of improvement (see third pillar). Third, the MF and the MEPYD
have signed an internal “Interrelations Protocol” and have created a Coordination Committee to
enforce this protocol. This protocol lists all the documents needed by both institutions, and
establishes deadlines for their provision. This effort still needs improvement by establishing
specific procedures for all of the cases. Fourth, Law 1-12 mandates that the MEPYD must
establish a yearly report explaining the linkages between the budget and the strategic plans. The
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first version of this document—which details the linkages between the 2013 budget proposal and
the national strategic plans—has already been prepared.

Enforcing strong processes to strengthen the linkages between planning and budgeting is
important for the effectiveness of the Dominican Republic’s MfDR framework. Maintaining
strong linkages is the only way to ensure that the MF will allocate resources toward fulfilling the
national objectives, and, as a result, that institutions will spend resources toward fulfilling their

institutional objectives.

2.3 Third Pillar: Financial Management
2.3.1 Description of the Framework

Since 2001, one law establishing a new framework has been issued for each of the following
related financial systems: Accounting, External and Internal Auditing, Integrated Financial
Management System (SIGEF), Financial Transparency, and Procurement. This section will cover
the three most relevant systems: SIGEF, Procurement, and Auditing.

The Integrated Financial Management System of the Dominican Republic, known as
SIGEF, has a comprehensive framework that establishes it as a wvital system for the
implementation of MfDR policies. The SIGEF is expected to be composed of four major
systems—budgeting, treasury, public credit, and accounting—and to be aligned with other
relevant systems, such as planning, public investment, human resources, procurement, internal
control, and the internal revenue system. In addition to linking all of the abovementioned
systems, the SIGEF has a strategic objective: “facilitate the entailment of the planning [system]
with the budgeting [system]” (2007: Art. 5). Finally, the SIGEF is also expected to be the central
platform to manage results-based contracts (see fourth pillar).

The procurement system of the Dominican Republic includes many of the aspects
needed to ensure reliability, efficiency, and transparency, but it also has some features that need
to be corrected. Some positive aspects that can be highlighted are: the introduction of a national
catalog of goods and services based on the guidelines provided by the United Nations; the
national catalog of the public sector’s suppliers of goods and services; the mandate that all

institutions must present annual procurement plans linked to their strategic plans; and the
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creation of a division of the MF to manage the system, the General Direction for Public
Procurement.

The procurement system’s legal framework was modified twice in 2006, as a
consequence of some corrections that the original framework needed. The main aspect that was
corrected was related to procurement methods, which used to allow several “closed processes,”
that is, processes that did not require competitive bidding, including direct contracting for goods
between a price range of approximately US$10 and US$100,000.° The new framework has one
non-bidding process, which can only be used for minor purchases. However, the current
framework allows for “emergency” and “urgency” procurement processes which allow
authorities to bypass regular competitive bidding processes.

The Dominican Republic’s auditing framework divides responsibilities between two
institutions: the Comptroller, which is responsible for internal control, and the Chamber of
Accounts, which is responsible for external audits. While the Comptroller is part of the executive
branch of the government, the Chamber of Accounts is independent from all government
branches.

The internal control system has been designed to operate in a decentralized manner with
close central supervision. The decentralized operation means that it is the responsibility of each
individual institution to establish independent internal control systems. The objectives of those
independent systems range from ensuring the correct use of public resources, to verifying that
public institutions reach the goals established in their strategic plans. The central supervision is
the responsibility of the Comptroller and is done through internal control units in each public
institution. The objective of those units is to perform internal audits to make sure that each
institution is accomplishing all of its internal control duties.

The Comptroller should use the results of the internal audits to produce recommendations
for each public institution. The implementation of the Comptroller recommendations is

mandatory, and it is the internal control units’ responsibility to enforce them. If an institution

3 Article 17 of Law 340-06 states such amounts as percentages of the Central Government Current Revenues
Budget. The amounts shown in this figure were calculated using 2010°s Central Government Current Revenues
Budget and an exchange rate of US$1 = 39.085 Dominican Peso as of August 3, 2012. This same exchange rate is
used in the rest of this document.
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does not agree with a specific recommendation, then it must explain its reasons in writing and
present them to the Comptroller. In case a consensus cannot be reached, the Comptroller has the
final word.

The external auditing system is based on audit reports that examine past events to
determine how well an institution and its managers acted. The specific topic on which an
institution is audited depends on the type of audit performed. The types of audits are: financial
audits; performance audits, including results-based audits; and special audits, which may audit a
specific program or process. The Chamber of Accounts has the obligation to present annual and
multiannual plans that include the audits that it will be performing. In order to execute each
audit, the Chamber of Accounts is allowed to work with private auditing firms, as well as with its

own staff.

2.3.2 Implementation Process

The SIGEF implementation process has been ongoing for more than 15 years. The fact that the
process started while the country had a different framework—a new law for the SIGEF was

published 10 years later—may have had an impact in its usefulness for MfDR.

Currently, the SIGEF is operational, but it lacks many of the tools needed to take full
advantage of its capacity to link MfDR systems. For example, budgetary information cannot be
introduced with the necessary level of detail to properly link it to the planning process, and there
1s no major evidence that the SIGEF is being used as a tool to generate consolidated reports for
decision-making processes. Additionally, it is still in the process of being linked with
decentralized institutions. Moreover, the creation of a new version, called eSIGEF, is underway.
Some steps have been taken toward the new eSIGEF, including the preparation of the software
infrastructure and the development of conceptual documentation. As of today, however, there is
no date for the new eSIGEF to be fully operational.

The implementation of the procurement system has had mixed results. On the positive
side, it is now being used by 96 public sector institutions, which corresponds to 89 percent of the
institutions that have funds allocated in the national budget (Direccion General de Contrataciones

Publicas, n.d.) (Direccion General De Contrataciones Publicas, 2012). Furthermore, the national
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catalog of public sector suppliers of goods and services includes more than 18,000 suppliers, the
national catalog of goods and services more than 20,000 items, and there are dozens of manuals
explaining the methodologies for each type of procurement method. The thresholds for each type
of procurement process are being updated every two years.* On the negative side, a recent study
found that only 40 percent of the purchases of goods and services are being transacted through
the procurement system (Artana et al., 2012). Additionally, the main deficiency of the
procurement system is the abuse of the extraordinary “emergency” and “urgency” procurement
processes. In both cases, the former can be requested by the president and the latter by the head
of a ministry, and they allow authorities to avoid competitive bidding processes. It has already
been noted in other reports that these extraordinary processes are being used excessively (Artana
etal., 2012).

The implementation of the internal control system is still at an early stage. On the
positive side, the Comptroller has advanced in defining the main methodologies for the internal
control system, as well as the Ethics Code that all public institutions must follow. On the
negative side, the Comptroller has failed to accomplish many of its objectives for the three-year
period ending in 2012, one of which is developing capacities to perform most types of internal
audits. In their report of activities, they argued that this failure was due to budget cuts
(Contraloria General de la Republica Dominicana, 2012). Finally, the process of establishing
internal control units in all public institutions in still in a preliminary test phase.

The external auditing system is functional. More than 100 audits are available in the
Chamber of Account’s website (http://www.camaradecuentas.gob.do/). For 2011, the Chamber
of Accounts presented an annual plan specifying the audits that it will perform. None of those
audits, however, was expected to have a results-based focus. The plan for 2012 did not specify
the types of audits that were going to be performed. Furthermore, there is no public information
that provides clear details about how the Chamber of Accounts decides which institutions will be
audited and what type of audits will be performed. Fixing that loophole will bring more

transparency to the process.

*In the 2012-2013 version, the non-bidding process, named minor purchases, was only allowed for goods and
services worth less than RD$70,347 (approximately US$1,800).
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Finally, a recent study found that external audits have had limited impact in improving
the quality of public services (ADE, 2012). The study indicates that there is still the need for a
transparent system that will follow up on the implementation of corrective measures based on the

findings of external audits.

2.4 Fourth Pillar: Program and Project Management
2.4.1 Description of the Framework

The Dominican Republic has dramatically changed its framework for program and project
management. Public investment programs must now be based on a project cycle that includes
evaluation processes linked to the goals of the strategic plans, and program and project
management in line ministries is now being realigned to follow the new civil service career
framework, which has results-based contracts as its main tool.

The public investment framework of the Dominican Republic follows a well-defined
project cycle (Figure 4), known as the National Investment Projects System. The objective of the
system is to “organize the public investment process in order to execute the investment projects
that are the most profitable for the country from an environmental and socioeconomic

standpoint” (2007: Art. 57).

> The MfDR framework presented in Garcia Lopez and Garcia Moreno (2010) divides this pillar into two topics:
public investment systems and program and project management in line ministries. For the purposes of this
Technical Note, the second topic will be exclusively focused on the new civil service career framework because it is
the only management tool encompassing all line ministries.
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Figure 4: Cycle of the National Investment Projects System
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Source: Author’s elaboration based on Ley de Planificacion e Inversion Publica, 2006, and Reglamento
de Aplicacion No. 1 para la Ley 498-06, 2007.

The cycle of the National Investment Projects System starts from the line ministries,
which are responsible for identifying the needs of the population and then formulating,
evaluating, and preparing investment projects to satisfy those needs. The proposals from the line
ministries must then be analyzed by the MEPYD, which decides whether the project would be
advantageous for the country. The MEPYD creates a “project bank™ that includes all investment
projects deemed socially profitable and in which projects will be prioritized according to their
expected impact in meeting the objectives of the National Development Strategy. Finally, the
MEPYD develops a Multiannual Investment Plan with a selection of the projects included in the
project bank.

The final steps of the cycle of the National Investment Projects System include allocating
funds for investment projects, monitoring their execution, and evaluating their impact. First,
selected projects receive allocations in the budget. This process involves reconciling two

decisions: the prioritization of projects done by the MEPYD, and the definition of sectoral
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investment limits by the MF. The remaining projects in the project bank and that are not included
in the budget may still be financed by international organizations. Second, the line ministries are
required to monitor their projects while they are being executed. This monitoring focuses on
physical and financial progress. Third, the MEPYD is in charge of performing ex-post
evaluations to measure the impact of the projects. Investment projects are required to have a
unique code used to link them to the budget through the SIGEF.

The new civil service career framework of the Dominican Republic has been developed
to be strictly linked to the planning and budgeting processes through results-based contracts.
These contracts can be applied using two different modalities: institutional contracts signed
between managers of public institutions and the MF, the MAP, and the MEEPYD; and individual
contracts signed between employees and their managers.

The individual contracts system relies on the following tools: Results Agreement, Results
Evaluation, and Results Analysis. The Results Agreement is a document signed each year stating
the specific goals to be reached in the upcoming year. These goals must be linked to the
fulfillment of the annual institutional plan.

The Results Evaluation measures performance every year in three areas: results
accomplishment, capacity to accomplish work, and ethics and conduct. The first area relies
directly on the goals established in the Results Agreement. The second is based on a set of
competencies (such as teamwork) that must be linked to each specific position and that will be
measured through standardized tests. The third is used to sanction those employees who violate a
code of ethics or institutional conduct.

Finally, the Results Analysis is a place where employees can discuss their Results
Evaluation with their managers. In the case of institutional contracts, the institution is
represented by its manager, who discusses its performance with the MAP, the MF, and the
MEPYD. The goals stated in the contract must be the same as those in the annual institutional
plan. Institutional contracts may be signed only for specific programs and projects.

Before an institution is permitted to sign institutional contracts, it must pass an initial
assessment of its MfDR capabilities. The initial assessment includes a review of the institution’s

planning and budgeting capabilities as well as its M&E and administrative systems.
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The MAP is responsible for evaluating both institutional and individual performance.
Decision regarding training needs, performance improvement mechanisms, economic and non-

economic incentives, and promotions or layoffs are based on results obtained each year.

2.4.2 Implementation Process

The tools needed to implement the new public investment system of the Dominican Republic
have been developed. Evidence of the latter is that the MEPYD has completed several manuals
and methodologies that were mandated by Law 498-06. Those manuals and methodologies are
related to the following processes: identification of the need for investment; formulation,
evaluation, and preparation of investment projects; technical-economic analysis of the projects;
prioritization of projects; structure, format, and reports from the project bank; details of which
projects do not require pre-investment studies; physical and financial monitoring of projects in
execution; and ex-post evaluations, among others.

In spite of what was stated in the last paragraph, it is still necessary for the MEPYD and
the MF to enforce all the steps and methodologies defined in the new public investment system.
In order for the new tools to work, the MEPYD must only enter into the project bank those
proposals that have been satisfactorily evaluated, and the MF should only allocate resources to
investment proposals that are already in the project bank. These rules must be enforced in the
coming years, as these processes are in the early stages of implementation.

Results-based contracts are the most complex element of the Dominican Republic’s
MIDR framework. There are several critical steps for their implementation: defining the items to
be included in the contracts; establishing standardized procedures to evaluate whether an
institution is ready to implement results-based contracts; detailing sanctions and incentives; and
establishing methodologies and reliable systems to evaluate results. As of today, only the first
two of those activities have been completed.

The elements that the contracts must include and the standardized procedures to evaluate
whether an institution is ready to implement results-based contracts have already been defined.

In 2008, agreements were signed between the MEPYD, the MF, the MAP, and four line
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ministries to begin implementing institutional results-based contracts on a pilot basis.® Of the
four line ministries that signed those agreements, only two passed the initial assessment and were
able to sign the pilot contracts. Not enough information is available to analyze the impact of the
two pilot contracts.

Allowable sanctions and incentives have only been defined for individual results-based
contracts. Those sanctions and incentives are part of a structured system of promotions, layoffs,
and salary increases that will be implemented as individual results-based contracts are signed. At
the time that this Technical Note was written, no individual results-based contracts had been
signed.

Regulation 522-11 creates an inter-institutional court comprising the MEPYD, the MF,
and the MAP, which has the responsibility of defining the types of sanctions and incentives
allowed for institutional results-based contracts. An ad-hoc set of sanctions and incentives was
developed for the two contracts that have already been signed.

Finally, some of the methodologies used to evaluate results have not yet been fully
determined. The most important omission regards how to evaluate individual competencies. A
General Dictionary of Competencies in Public Administration should have already been issued,
together with manuals and standardized tests to measure whether an employee has a specific
competency. For monitoring and evaluating institutional contracts, the MF is in charge of
physical and financial monitoring, the MEPYD of ex-ante evaluation of the linkages between the
objectives of the contracts and those of the institution, and the MAP of performance monitoring
during the execution of the contract. While there is an inter-institutional court created to

coordinate the M&E process, it has not yet set any specific guidelines.

% The four line ministries are the Ministry of Agriculture, the Ministry of Education, the Ministry of Labor, and the
Ministry of Public Health and Social Assistance.
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2.5 Fifth Pillar: Monitoring and Evaluation
2.5.1 Description of the Framework

The M&E responsibilities are distributed among four different ministries,” through seven
different laws.® The most recent of those laws, Law 1-12, mandates the creation of a National
Monitoring and Evaluation System within the MEPYD. This system will be responsible for
M&E activities related to strategic plans and potentially to other areas of MfDR.

When operational, the National Monitoring and Evaluation System, in coordination with
the National Office of Statistics, will be responsible for creating a national database for
monitoring indicators. This initiative will help to harmonize the information gathered by the
Office of Statistics, the MEPYD, and the set of indicators that are currently part of a database
known as the Dominican Republic’s Social Indicators System (SISDOM).

Law 1-12 also lists a group of monitoring indicators, with their respective baselines and
targets, linked to each of the main objectives of the National Development Strategy. Most of
those indicators are the same as those in the SISDOM.

A draft version of the regulation document for Law 1-12 has additional proposals
designed to help strengthen the M&E systems. However, for most of these proposals, the
regulation document only mandates the elaboration of further documentation, rather than
addressing the issues in detail. For example, it only mandates the development of a conceptual
framework for M&E but does not provide one. A similar situation occurs with other key aspects,
such as including a definition of responsibilities and a technological plan for the National
Monitoring and Evaluation System, providing guidelines for the use of performance information,
linking results of the planning system to the budgeting system, and addressing the

interrelationships between the M&E needs of several management systems.

” The ministries are the MEPYD, the MF, the MAP, and the CGR.

¥ Those laws include: Law 423-06. Ley Organica del Presupuesto para el Sector Piblico; Law 494-06. Ley de
Organizacion de la Secretaria de Estado de Hacienda; Law 496-06. Ley que crea la Secretaria de Estado de
Economia, Planificacion y Desarrollo; Law 498-06. Ley de Planificacion e Inversion Publica; Law 41-08. Ley de
Funcién Publica y crea la Secretaria de Estado de Administracion Publica; Law 10-07. Ley que instituye el Sistema
Nacional de Control Interno y de la Contraloria General de la Republica; Law 1-12. Ley que establece la Estrategia
Nacional de Desarrollo 2030. The M&E system is the only section of the MfDR framework for which a specific law
has not been passed.
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Currently, M&E for the budgeting system focuses on the physical and financial execution
of the budget, rather than the performance or the impact of the programs and projects for which
funds were allocated. While the MF is in charge of the evaluation of the national budget, the line
ministries must evaluate and monitor their budgets following guidelines dictated by the MF.

Besides planning and budgeting, there are other two areas for which M&E is crucial:
public investment and results-based contracts. For the former, the line ministries are responsible
for monitoring the physical and financial execution of their investment projects, and the MEPYD
for performing ex-post evaluations. For the latter, there is shared responsibility between the
MAP, the MEPYD, the MF, and the line ministries to monitor institutional results-based

contracts; and of the MAP, and the line ministries for individual results-based contracts.

2.5.2 Implementation Process

The Dominican Republic is still in the early stages of having strong and reliable M&E systems.
In part, this is the result of prioritizing the implementation of other aspects of MfDR before
M&E. Law 1-12 is an important step toward the implementation of M&E systems. M&E
capabilities in the Dominican Republic were developed separately for each MfDR system.
However, the planning, budgeting, public investment, and results-based contracts systems are
inherently interrelated, making it necessary to establish coordination mechanisms around their
M&E systems.

The budget process is a good example of the importance of coordination between
institutions. As explained in the second pillar, both the institutional budgets and the PSMNP use
the national and institutional strategic plans as key inputs. However, the M&E process of the
planning system does not take into consideration the needs that the MF might have for the
budgetary decision-making process.

The situation described in the paragraph above can potentially have two unintended
consequences. First, it could lead to wrong decision making in the budget process, such as
eliminating a program that operates efficiently instead of realigning its goals and objectives.
Second, it may transform the interrelations between the two systems into an operational burden,

when those interrelations should be an opportunity to exchange valuable information that will
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allow processes to work smoothly. Both types of consequences are not only bound to occur
between the planning and the budgetary systems, but between any systems where coordination is
lacking.

Law 1-12 may be considered a first step towards consolidating all M&E needs into one
single system. However, it still needs to be accompanied by a regulation document with qualities

similar to those of the draft version described above.

3. Conclusions and Recommendations

3.1 Conclusions

The Dominican Republic’s legal framework establishes strong links between its management
systems, which include planning, budgeting, public investment, and the public sector career
system. For all of these systems, the legal framework sets clear processes that, if correctly
implemented, work as incentives that guide the actions of public sector employees toward
accomplishing the goals stated in the long-term and medium-term national plans. Additionally,
the modernization of the legal framework includes updating most of the Dominican Republic’s
financial systems. Implementing such a framework will allow the country to have a reliable
integrated financial system led by the eSIGEF, which would comprise information from the
accounting, budgeting, procurement, planning, and human resources systems.
In recent years, the Dominican Republic has taken important steps toward establishing a more
efficient public expenditure system, such as creating a more robust planning system and
instituting a modern structure for budgetary decision making. However, the full implementation
of the new legal framework will face significant challenges, the most noteworthy of which is the
lack of a strong and reliable M&E system to feed performance-based information to update
planning and budgeting documents.

Despite some deficiencies and loopholes, the Dominican Republic’s new legal
framework establishes an adequate roadmap for a more efficient and effective public sector. The

government’s efforts should now shift from lawmaking to implementing the current framework.
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3.1 Recommendations

As described in the introduction, political support from senior officials of the main public
institutions (the MF, the MEPYD, and the MAP) is critical to move forward in the
implementation of MfDR. While the advances described in this paper are evidence of political
support for improving the efficiency and effectiveness of the public sector, the Dominican

Republic is now at a critical stage in which further work is needed to consolidate these advances.

The following are the key recommendations that should be followed in order to
consolidate advances and to implement Mf{DR in the Dominican Republic. The
recommendations are listed in order of their perceived priority.

1. Provide an appropriate regulatory framework for the new National Monitoring and
Evaluation System to start functioning soon. The MfDR framework that is being
instituted in the Dominican Republic will soon enter its consolidation phase. The initial
plans and budgets that have already been elaborated will need to start being evaluated and
updated in a systematic, recurrent manner. In order to transition into this new stage, the
Dominican Republic needs to set up its M&E system. Law 1-12 provided the first step by
mandating the creation of the National Monitoring and Evaluation System, and a
regulation document for that law is being drafted. This draft regulation document
contains the most important mandates, such as to develop performance indicators, carry
out performance-based evaluations, introduce quality standards and quality control
processes for those indicators and evaluations, define clear methodologies for the use of
performance-based information in every system, address the interrelationships between
the M&E needs of several management systems, and establish clear institutional
responsibilities regarding M&E. However, the document still lacks details, as it does not
specify how most of those activities will function. Furthermore, the draft regulation
document calls for a new regulation document to be drafted no more than six months
after the original is approved. Given that more than 12 months have passed without
having an approved regulation for Law 1-12, waiting for an additional regulation does not
seem efficient, as the need for performance-based information is critical to move forward

in the implementation of MfDR. It is recommended that the government ensure that the
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draft regulatory document for the Law 1-12 be as close as possible to the ideal version,
including all the detail needed for the National Monitoring and Evaluation System to start
operating soon, and making only marginal adjustments if needed to approve the final
document.

Strengthen the linkages between budgeting and planning. The Dominican Republic
has shown important progress in both the budgeting and planning systems. In recent
years, and in months to come, the Dominican Republic will have elaborated several of the
documents included in its new legal framework, such as its long-term national plan,
medium-term national plan, medium-term budget, among others. However, having good
strategic plans and well-structured budgets is not enough to ensure that the allocation of
public resources and the goals and objectives of the country are aligned. The government
needs to complement its efforts in planning and budgeting with systematic and
sustainable linkages between those systems. Therefore, it should assign high priority to
the development of the new eSIGEF, which has already been identified as a good tool to
help strengthen such links. Furthermore, the eSIGEF should be established as a
mandatory tool to submit institutional plans and budgets, and individual lines on both
documents must be directly linked through internal codification. The introduction of such
a system will allow authorities to track exactly which goal is being pursued with every
Dominican Peso being spent.

Complete pending steps in the implementation of the two pilot institutional results-
based contracts, evaluate their performance, and conduct a second, more refined set
of pilots before mainstreaming this practice. The implementation of two pilot
institutional results-based contracts began in 2008. However, as of today, there are still
no clear guidelines on the types of sanctions and incentives that can be used for
institutional results-based contracts, nor are there reliable systems to evaluate results.
Moreover, when those pilot contracts were signed, two important systems were still in
nascent stages: the strategic planning and the results-based budgeting systems. Those
systems are of key importance in the implementation of results-based contracts, since

they provide the objectives and the resource allocation on which the contracts are based.
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Due to those constraints, it is unlikely that the pilot version of the results-based contracts
will produce the expected outcomes. Consequently, a second pilot phase may be
advisable. The government should initially focus on ensuring the completion of activities
that serve as inputs to results-based contracts. These include the elaboration of the
General Dictionary of Competencies of Public Administration and the standardized tests
that will be used to measure such competencies. In addition, while there are guidelines
regarding how incentives and sanctions will work for individual contracts, there is still
less clarity about that for institutional contracts. The MAP should work in coordination
with the MF and the MEPYD to make sure that the incentives and sanctions will serve as
tools to enforce the fulfillment of planning and budgeting goals. Once those steps have
been completed, it is recommended that the government examine the performance of the
two existing results-based contracts. The lessons learned through this process will
provide a more solid base to create a more refined model for the second round of pilot
institutional results-based contracts.

Strengthen institutional capacities to update the PSMB annually. The government of
the Dominican Republic, with international assistance, is currently elaborating its first
PSMB, which represents an essential step in the implementation of RBB in the country.
However, elaborating a PSMB is only the first step in the process, as budgetary
projections need to be constantly updated for each fiscal year. Additionally, regularly
updating the PSMB is crucial to ensure the effective implementation of RBB over time,
since this will be the only step in the budgetary decision-making process in which
performance-based information will be analyzed. However, the government has yet to
formalize a methodology to update this document. The author recommends that the MF
prioritize the establishment of a formal process to update the PSMB. Since this will be a
complex, time-consuming task, it is advisable that the government assign this
responsibility to a specific team or an office in the MF, in order to facilitate the

systematization of the updating process and ensure accountability.
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5. Define realistic standards for institutional plans and outline uniform structures for
planning documents to ensure consistency. While some public institutions have been
able to elaborate comprehensive one-year plans, evidence has shown that most of them
are not yet capable of preparing detailed strategic plans that cover four-year periods.
Additionally, there is significant variation between the structures of the institutional plans
that have been elaborated, which hinders MEPYD’s role of monitoring the planning
system. In order to address these issues, the MEPYD should delineate a uniform structure
for medium-term plans, as well as enforce the use of the methodologies that have already
been published. These standardized outlines should clearly specify the key elements that
need to be addressed in the documents (such as a medium-term results framework),
preferably delineating a reduced number of requirements. This will help ensure a more
efficient and effective use of resources, avoiding the development of excessively long
documents containing less relevant, and often costly, information. It is also recommended
that the MEPYD conduct pilots to test and refine policies and processes before
streamlining new methodologies.

6. Effectively regulate the use of “emergency” and “urgency” procurement processes.
It has already been noted that the use of extraordinary procurement processes has been
excessive, leading to a significant proportion of public procurement processes being held
without public bids. New legislation needs to be introduced, including limits and stricter

conditions for the use of extraordinary procurement processes.
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ANNEX 1: LIST OF RELEVANT LEGAL DOCUMENTS

Ley que crea la Direccion General de Contabilidad Gubernamental, que funcionard bajo la
dependencia de la Secretaria de Estado de Finanzas, Ley No. 126-01 (Republica
Dominicana July 27, 2001).

Ley de la Camara de Cuentas., Ley No. 10-04 (Republica Dominicana January 8, 2004).

Ley General de Libre Acceso a la Informacion Publica., Ley No. 200-04 (Republica Dominicana
July 28, 2004).

Reglamento para la Aplicacion de la Ley 10-04, Decreto No. 06-04 (Republica Dominicana
September 20, 2004).

Ley de Crédito Publico, Ley No. 6-06 (Republica Dominicana January 20, 2006).

Ley de Organizacion de la Secretaria de Estado de Hacienda, Ley No. 494-06 (Republica
Dominicana December 27, 2006).

Ley de Planificacion e Inversion Publica, Ley No. 498-06 (Republica Dominicana December 19,
2006).

Ley Organica del Presupuesto para el Sector Publico., Ley No. 423-06 (Republica Dominicana
November 16, 2006).

Ley que crea la Secretaria de Estado de Economia, Planificacion y Desarrollo, Ley No. 496-06
(Republica Dominicana December 28, 2006).

Ley que modifica la Ley No. 340-06 sobre Contrataciones de Bienes, Obras, Servicios y
Concesiones, Ley No. 449-06 (Republica Dominicana December 6, 2006).

Ley sobre Compras y Contrataciones de Bienes, Servicios, Obras y Concesiones, Ley No. 340-
06 (Republica Dominicana August 18, 2006).

Ley que crea el Sistema Integrado de Administracion Financiera del Estado, Ley No. 5-07
(Republica Dominicana January 8, 2007).

Ley que instituye el Sistema Nacional de Control Interno y de la Contraloria General de la
Republica, Ley No. 10-07 (Republica Dominicana January 8, 2007).

Reglamento de Aplicacion de la Ley 10-07, Decreto No. 491-07 (Republica Dominicana August
30, 2007).
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Reglamento de Aplicacion de la Ley 423-06, Decreto No. 492-07 (Republica Dominicana
November 17, 2007).

Reglamento de Aplicacion No. 1 para la Ley 498-06., Decreto No. 493-07 (Republica
Dominicana August 30, 2007).

Reglamento de Compras y Contrataciones de Bienes, Servicios, Obras y Concesiones. Deroga el
Decreto 63-06, Decreto No. 490-07 (Republica Dominicana August 30, 2007).

Reglamento Organico Funcional de la Secretaria de Estado de Economia, Planificacion y
Desarrollo para la Ley 496-06, Decreto No. 231-07 (Republica Dominicana April 19,
2007).

Acta Acuerdo para el inicio del proceso de aplicacion de los contratos por resultados y
desempefio en la Secretaria de Estado de Agricultura (Republica Dominicana October 7,
2008).

Acta Acuerdo para el inicio del proceso de aplicacion de los contratos por resultados y
desempefio en la Secretaria de Estado de Educacion (Republica Dominicana October 7,
2008).

Acta Acuerdo para el inicio del proceso de aplicacion de los contratos por resultados y
desempefio en la Secretaria de Estado de Salud Publica y Asistencia Social (Republica
Dominicana October 7, 2008).

Acta Acuerdo para el inicio del proceso de aplicacion de los contratos por resultados y
desempefio en la Secretaria de Estado de Trabajo (Republica Dominicana October 7,
2008).

Ley de Funcion Publica y crea la Secretaria de Estado de Administracion Publica, Ley No. 41-08
(Republica Dominicana January 16, 2008).

Reglamento de Evaluacién de Desempefio y Promocion de los Servidores y Funcionarios de la
Administracion Publica para la Ley 41-08, Decreto No. 525-09 (Republica Dominicana
July 21, 2009).

Reglamento de Reclutamiento y Seleccion de Personal en la Administracion Publica, Decreto

No. 524-09 (Republica Dominicana July 21, 2009).
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Reglamento de Relaciones Laborales en la Administracion Publica, Decreto No. 523-09
(Republica Dominicana July 21, 2009).

Reglamento Estructura Organizativa, Cargos y Politica Salarial para la Ley 41-08, Decreto No.
527-09 (Republica Dominicana July 21, 2009).

Reglamento Orgéanico Funcional de la Secretaria de Estado de Administracion Publica, Decreto
No. 528-09 (Reptblica Dominicana July 21, 2009).

Ley de Presupuesto del Gobierno Central 2011, Ley No. 297-10 (Republica Dominicana
December 20, 2010).

Ley del Presupuesto General del Estado 2012, compuesto por los Titulos I, II y III siguientes,
Ley No. 294-11 (Reptblica Dominicana October 25, 2011).

Reglamento que establece las normas y criterios basicos para la elaboracién, negociacion,
aprobacion, ejecucion, seguimiento, evaluacion y difusion de los contratos por resultados
y desempefio, Decreto No. 522-11 (Republica Dominicana August 31, 2011).

Anteproyecto de Reglamento de Aplicacion de la Ley No.1-12, N/A (Republica Dominicana July
31, 2012).

Ley para el fortalecimiento de la capacidad recaudatoria del Estado para la sostenibilidad fiscal y
el desarrollo sostenible, Ley No. 253-12 (Republica Dominicana November 2, 2012).
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