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SECTION A: INTRODUCTION AND BACKGROUND

1. Five years ago Lord Lever and his Group of Experts in

their 1984 Report to Commonwealth Finance Ministers, The Debt

Crisis and the World Economy, warned that ‘the world's

financial safety is balanced on a knife edge'. The problems
highlighted in the Lever Report have still not been

adequately addressed and continue to be critical.

2. In response to concerns expressed by Commonwealth
Finance Ministers at succqssive meetings, the Secretary-
General of the Commonwealth Secretariat offered the
assistance of the Commonwealth Fund for Technical Cooperation
(CFTC) in the broad area of balance of payments and financial
management, including the formulation of borrowing
strategies, the mobilization and negotiation of external
loans and agreements for specific projects and programmes,
debt management, and budget management. Further consultations
with Commonwealth Governments indicated that debt management
was a priority area. Within the Secretariat the Technical
Assistance Group (TAG) of CFTC was mandated to build up the
capability to deliver this assistance, and accordingly put
together a package of advisory services on external debt
management. TAG also found it necessary to development in-
house the Secretariat's own computer software, Commonwealth
Secretariat Debt Recording and Management System (CS-DRMS),
as an essential component of the package. The International
Development Research Centre (IDRC), through its Information
Services Division provided both financial support and
technical advice in the initial development of the software.
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Following the devazlopient of CS5-DRIIS, IDRC,also supported the
installation of CS-DRi1S in Sri Lauka by way of a pilot
project. CFTC througyh the Genzral Techuical Assistance (GTA)
Division has provided the scrvices of loung-tera euperts to
serve as Resident Advisers to assist in the iwplewentation of

the Debt Recordiuny and iHanayewent Systein (DRMS) projects.

3. TAG's Advisory Services on External Debt HManayewent,
including the supply of €5-DRIS, were first provided to Sri
Lauka and Grenada. CS-DRI53 was iustalled in S5ri Lanka 1in
September 1935, and in Grenada in ilovember 1335. The projects
in these two countries helped TAG cousiderably to refiune and
enhance the software to ieet wore fully the user
reguirements, and also to streawmline its owu procedures and
agproaches to a dent uailagewent project. TAG's assistance in
this area has nou been sought by 30 countries in the
Comuonwealth; reguests have also been received for TAG's
assistance in the iwplesentation of DRSS projects frow non-
Coimonwealth countries, aud these are under discussion.

4. The evaluatiou of the Sri Laulka DRII3 project is one of a
series éf in-depth studies uudertalien by CFPFTC in order to
learn lessous frowm project wiperience across the range of its
divisions. Tiae Study has been undertaken in co-operation with
IDRC. LEach in-depth study seeks to draw lessouns which might
shape future policy and practical arranyewments for provision
of assistance, aund to identify any difficulties and
constraints in the execution of the projects. The overall
obhjectives of the Govermaent in seeling assistauce and how
the project enhanced aud achievel these objectives are
assessed. The evaluation also entails examining the
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efficiency, effectiveness and impact of ipputs provided. The

evaluation accordiangly assists in ascertaining:

(i) whether the project achieved what it set out
to achieve;

(ii) whether the iplementation was effective in
terws of resources utilised and benefits
yenerated or eipected to be generated in the
short and lonyg terin; and

(iii) the wajor constraints which affected both the
mauageméut and execution of the project and

the results achieved.

5. Terits of Reference for thne study setting out its
objectives and scope for investigation are shown in Appendix

I.

6. The Evaluation Teawm couprised Dr A Jenninygys (Chief
Evaluation Officer, CPFIC), ilr Alfred Gilwan (Director,
Comgugcr Services, African Developwent 3ank), Professor Heith
llay (President, GEconolyux Internatioilal Liwited). Due to the
prevailing political situation it was not possible for the
Evaluation Team to visit Sri Lanka and the findinygs of this
study wmust accordingly be yualified. E:xtensive discussions
were however held over two days in Singapore with two key
project officials frow Sri Lanka - :irs D. De Silva (Assistant
Director, External Debt Hanagewent Unit, Ministry of Finauce)
and i#r T.S. 1. Feruando (Superintendent, Public Debt
Departuwent, Central Dau!lt of 3ri Lanka). Discussious were also

held in Singapore with IDRC officiuls,



7. The willingness of these officials .to make their time
generously available, and to share information and views, was
greatly appreciated. Thanks are also due to the officials of
CFTC and especially the Technical Assistance Group for their
assistance. A list of officials interviewed by the evaluation

team is shown in Appendix II.

SECTIOW B: DRIIS SYSTEd AND SYSTE:l SUPPORT

B-1 Backyround

3. When the Coummonwealth Secretary-General took the
decision to establish\a projraimie of Advisory Services on
External Debt ilanagewment within TAG, consultations were
neceﬁsary to define the nature of the assistance and the wmost
appropriate wananer in which it should be delivered.
Cousultations with governments, other councerned international
a;encies, and commercial financial institutions, led TAG to
the decision that a distiunctive approach was reguired for the
developnent of a prograwne of assistance on debt .ianageuwent.
It was also recoguised that TAG needed to develop a cowputer
software that would best weet the reyuirewents of .wcuiber

countries,

9. The developuwent of the CS-DRIIS software was also the
first sigynificant inforwation systewms project to be
undertaken by the Couwmonwealth Secretariat. There were ndg>
information systems specialists on staff and TAG wvas
inexperienced ian the developwent of software, although
computers vere used for financial wodelling iu TAG before the

DRIS prograumie begau.

10. Thus initially TAG had to dupend oun exterunal resources
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for advice and assistance in the develoupwent of software,
which task was further couwplicated by the evolving needs of

debt managewent issues.

11, Thus viewed in the context of an evolving systeus
requirement in a pioneeriny field, the developimeunt of C3-DRUS
is counsidered to have beeun a success and relatively cost

effective.

12. The evaluation study found that the judgement of the TAG
managyement to develop‘a user frienldly software based on a
micro-computer aud to avoid fhe use of more sophisticated and
coumplex hardwvare and to insist ou what they saw Lo he a wore
appropriate technoloyy, has been fully viandicated by the
eveunts. In particualar the higyh degree of local involveuwent,
comumitwent and sustainability of the project wmay in large

part be attributable to haviuy wade tiae right decision on the

technoloyy used.

B-2 Technical Systew Description

13. The CS-DRIIS is a uwicro-compater based software desijned
and de&elOged to assist swmall to wmediuwm sized countries
manayge their external debt. It was capable of operating oun a
wide variety of aicrou-cowputers (I PC XT, I3 PC AT and
fully cowmpatible wachines) which are available and supported
in most developing countries at a relatively wodest price. It
has been developed under the INFORIIN data base wanaycuent
systew enviromswent and uses the PERTORY product for screen
handliny, the ACE product for writing output reports aud the
TIFOR{LIR product for yuery rejuests of the database. The wain
processing programii2s dre vwritten in the progjraawming langyuage
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"C" which interfaces with INFORQIIIX. The systewm has been
developed to run in a single user 115-DOS and a multi-user

UIIX environaent.

14. A wmore complete description of the hardware/softuare
environment is provided in Appendix III and an indication of
the size and comwplexity of the C3-DXil3 software is provided
in Appendix IV. It is considered that for a amicro-couputer
DOS based application, CS-D15 is coiplex and sophisticated
and it is approaching the capacity liwits of the
hardware/software envirouwment on wiich it was developed and

for which it wvas desigyned, to operate, and ueasures are

currently beiany uundertaken by TAG to overcouwe these limits.

15, In gyeneral the CS-DRIl3 softiwiare has followed mmodern
software design principles and it is counsidered to be well
desiyned and yenerally user friendly. It is a lenu driven
system which provides users with an easy to follow path
between the various operations and routines. During data
entry a number of data validations on a field basis and ovu a
cross field basis are perforwel which eliwinates routine

errors.

16. The CS-DUI3 provides the following capabilities:
. (a) Loans aad Grailts

- to store a coumplete inventory of all loans and
yraits and the basic details of these ajreeuweuts.

- to forecast disburscuent and debt service
payments individually and in agyregate,

- to identify loans where debt service pajyuants,
covering priuncipal repaywents, interest,
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coutiuituent fees, service aund other charges,

- to produce a complement of standard manageident
reports,

- to monitor loan aund gyraunt utilizatioan and
indicate delays in the cffectiveness of the

agyreenent, disburseuwents aind reiumburseanents.

(b) Hanayeuwent Tools

- to provide inforiuatioin and reports by yroup 6r
class of loaus.

- to capture cichangje rate yains aud losses on
wulti-currency loaus.

- to peruit sensitivity analysis on the basis of
variations in interest and/or e:xchanje rates.

- to test impact on debt scrvice of new bhorrowiigy
levels based on different assumptions reyarding
currencies and repayitent terws.

- to evaluate loan refinancing and rescheduling
proposals.

- to include ecuaogenous ecouowdic data to project

ecotomic indicators.

17. The use of these facilities is well described in the

"Guide to D3-DRII5" aud the "C5-biil3 Reference ilanual'. These

wanuals are written in a clear, easy to read wmanner aud
adeguately euplain most yuestious that arise during use of
the software. There are additional online held features which
provide information on individual data elements to assist the
user in enterinyg and interpreting data. The guality of the
documentation and ygeneral case of its use is counsidered to be
an area of streungth of tae C3-DRIIS.
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B-3 System TLuproveuwents

18. A number of minor areas were user friendliuness and ease
of the system could have been improved were noted. For
example, the wmeinu structure is well desigaed but for the
experienced user it is freguently wore convenient to yo
directly to the reyuired function rather than pass through
several uenu screens. Ilenu driven systems freguently have a
"comiaand line" function which peramits the user to desijgnate
the function directly. This approach should be considered for
C3-DRI1s and will be wmore iwportant under the multi-user

s » 1 [}
version where response time wmay-becowe an issue.

19, While there are sowe limited UHELP? facilities
incorporated into the software, wost wodern oilline software
have a more extensive HELP fuunction where detailed
information can be accessible during processing by pressing
the "HELP" key. Once the user lius finished reading the
explanation he/shegan return and continue processing at the
point were the HELP facility was accessed.

20. AQ important design counsideration is cowmplete
consistency in use of fuuction keys, ey words, standard lLeys
and operating procedures throughout the softwvare. Yhile CS-
DRIIS is generally strongy in this respect there are areas of
potential confusion which should be corrected in future
versious. For exauple, in certain fuactiouns the <esc> key is
used to execute where as the <rceturn> key is used for this
purpose in other gérts of the software. In certain functions

namely menus, rules and regulatious, "Q" means "guit" when in

perforun screens it weans "uery'".



21, It is recowmmended that a detailed,review be made to
identify other instances of inconsistencies and ‘the; be

corrected in future versioas.

22. The error mwessages yeuerated by the CS5-DRM3 systen are
not as easy to understand as is desirable. It is recoiunended
that a review of these messayes ba undertaken and a revised
set of error uessages be prepared. The explanation could be
more complete and include ezamples of the type of action
which would cause the error. This is beiny examined for

Al
inclusion in the nest versiotr.

23. On a nuuber of output reports it was unoted that nuwbers
were printed without full puanctuation. This is due to the
size of the page and the awount of inforwmation reyuired on
it. Readability will »e substuntially iwproved with

punctuation and sihould He provided wherever possible.

24. NAs wentioned ecarlier it is cohsidered that the systems
aualygis and desiyn is fundamentally souuad and has adhered to
a modern systeiws developwent wethodoloyy. However the
programAing approacn did not conform with generally accepted
structured projramwing standards. A review of the "C"
languaye prograwwes indicates that they are poorly
documented, they have not been developed iu a wmodular
fashion, the nawing conventions are unot consistent and
descriptive, and the code is difficult to read and
understand. Each progyrawwing language has its own
reguirements to prowmote efficiency prograumes, reduce e€rrors
and facilitate on-gyoing waintenanck. It appears that wany
standard "C" progyramaing teclhinigues have not been followed.
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25. The ability to maintain and euhance the capabilities of
CS-DRiIS has been rendered signifiéantly more time consuuing,
complex and prone to efrors than would have been the case if
structured projrawaing standards had been established at the
outset and rigyorously followed throughout the proyramuing

phase of the project.

26. The deficiencies listed above have beeun recognised aund
it is understood that a wajor effort is currently underway to
correct this wealuness in future releases of the software.
N

27. WUhile some effort has been wade to establish prograuiuming
standards this is not cowplete due to tiine coustraints. It is
recommended that a formal structured progyramwing standards
manual be developed aud all future progyrawmuing adhere to
these standards. This manual should include definition of
techniyues to be used in "C" language programining and any
additional progyraaming laungjuages in use, such as PERFORI,
ACE, 4GL, amonygst others.

23. The CS-DRiI53 Systen Haintenance wanual «is geuerally well
written and easy to understand, and it provides appropriate
inforwation on yeneral systeas installatioun and waiantenance.
The sections on systewm back-up procedures, recovery frow
errors and systews failure are particularly iwportant to the
successful operation of C3-DRil5 (or any other inicro-computer
based application). The procedures are generally
comprehensive, however therce is one swall additional step
which is recomiended be added to the back-up cycle. The
possibility exists that the interface betweeun the disk and
the CPU, or the streawmer tape and the CPU, or the diskette
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drive and the CPU could be defective. If this were to occur
then it would be possible that the data written onto the
back-up medium, be that strceaiier tape or diskette, could be
erroneously recorded even thouyh the back-up proyrawmine
appeared to have executed correctly. To guard ayainst the
possibility it is recoummended that an additional steg‘be
added whereby a prograwie will bas executed .which couwpares
what is backed-up with the disk version to eusure these two
copies are identical. This "compare" programuwe could be run
as part of the weekly back-up procedure.

29. In Sri Lauka they have implewented the procedures

successfully aund to date they have not experienced any loss

of data. They have installed aa uninterruptable power supply

(UPS) to protect the software against disruption in
electrical power aud variations in voltaye and freyuency
levels. Host receutly, it appears that the battery of the UPS
has developed probleis. 3teps should be taken to correct this
‘situation as a watter of priority to eunsure ayainst possible

corruption of the datahase.

30. The two micro-coimputer systeinss in the Central Bank and
Ministry of Finaunce are covered by wmaintenance contracts and
this arrangement has proveun to be satisfactory. However it is
noted the eguipwment has been procured from four different
companies aud thus it has been necessary to establish four
separate maintenance contracts. It would have been preferabhle
to haye a uniforwm cowpleument of egyuipwent, and to procure
eyuipment which can be wmaintained locally, if at all
possible, and for all CS-DRI5 sites in a country to have
compatible eyuipwment.

11



31. It was reported that the monthly processing run iun Sri
Lanka reguires 36 hours to coumplete. This is cousidered to be
excessively long and corrective action should be taken. TAG
staff indicate that the long processing time was as a result
of a systeu error, which.has recently been corrected. It is

estimated that in the future the time to process the monthly

run would be reduced to approximately 9 hours,

\
|

32. It is considered that 9 hours is still extremely lony
processing time for an iumportant application such as CS5-DRIIS
and it is noted that steps are beiny taken to reduce this in
the next version. Unless Fhis cuut be done throuygyh the
software, it is recoumweuded that consideration be yiven to
replacing the current disks with wodern disks which access
data appro:ximately three tiumecs féster and while also addiny a
"turho" processing board to iwmprove basic‘processing speed.
If funds are available it would be desirable to procure a new
higyh performance system with increased processing speed and
higher volume and better perforisance disks.

33. The operational and maintenance procedures recommended
in the CS-DRiIS docwaentation have becu accepted and are being
applied in the Sri Launkail operation. The cowmputer systenms
have been installed in an air conditioned enviromament aud the
systews are protected ayainst power fluctuatious and outayes
by an uninterruptable power supply (UP3). The file back-up
procedures are followed every day where changes have been
made to the database. The bdack-up copies are stored in a fire

proof wvault.
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34, The LEDMU has two cowputer systeis; one IBII PC AT with 40
weyabytes of disc (20 + 20) aund a printer, one Couuodore PC
AT cowgatiblc with 40 uegabytes of disc (20 + 20) and a
printer., The Ceuntral Baunk of Sri Lanka C3-DRIS uses au IBM
PS/2 wmodel 60. This diversity of egyuipwent has presented soue

operational and adwinistrative inconveniences.

35. Firstly as the printers and wicro-cowputers are from
different suppliers it has Dbeen necessary to establish four
separate maintenance a;reemeuts. 3econdly problems are being
experienced in the transfer of data between the EDIU systen
and the PS/2 model 60 at the Central Bank. It appears that
the external 5 1/2 iuch drive procured for the P53/2-mocel 60
is not fully cowpatible with the diskette drive of the IBI PC

AT.

36. The IBI PC AT was eyuipped with a tape streaiser which
was to be used for bhacking up of C3-DRiI5 data. However it is
not supported in Sri Launia and it has been out of operation
for approximately two years. Tha back-ups are done on

diskette and the procedure reguires less than 30 minutes.

37. However the egyuipment, with the exception of the tape
streamer, has performed reliably with the only serious
probleir to date being a disk which huad to be replaced. The
routine waintenance contracts appears to be providing the
level of service which is necessary to ensure minimum

disruption to systein availability.

33. As bhriefly wentioned under the section on technical
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assistance, TAG has established a solid central system
support infrastructure frow London which includes a "HOT
LINE" service and a general systew maintenance service for

less tiite critical issues.

39. The IOT LIJE wmay be accessed by telephoite or tele:: and
TAG has established a standard problem recordiny and
reporting mechanism which documents and tiwe stamps all
reported problewms aud iuncludes an esxplanation of the
corrective action which was taken. A review of the records
indicate that ug-to—daLe iuforwation is waintained for each
installation includin.y har@uare and software confiyuration
aud a history of the regyuest subawitted and the status of the
solution. The service has been used euxtensively and
successfully by Sri Lanka. It is cousidered that the ougoing
support which has beeu provided has bezen rapid and yenerally
of high yuality. It has made a wajor countribution to the
successful installation and operation of CS-DRIS in Sri
Lanka.

B-4 Future Develouawent

40. As world financial markets are dynawic the debt
wanayewent issues which will face developing countries will
also changye. It is therefore desirable that the CS-DRMS
software continue to evolve if it is to play an important
role in debt management. A nuwmber of areas have already been
ideutified where iwprovements and/or enhancewents to the CS-

DRi1S are reyuired and work is in progress. These are:

- to efficiently and rapidly deal with agyyregate
data on a multi-currency basis;
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- to determine the impact oun debt service of chanyes
in interest rates and exchanye rates; !
- to efficiently handle Supplier Credits;
- to efficiently handle Syndicated Loans;
- to calculate the effective cost of borrowing
for loans;
- to process on-leudiug to parastatal organiéations;
- to include various interest and currency options;
- to process currency and interest swap operatiouns;
and
- to interface with external systews/econonic models.

+

SECTION C: LEGAL FRAHEVORK AID IHSTITUTIOUAL ARRANGEIENTS

C-1 Lessons Learnt fro.a the Biaperience of 3ri Lanka for

the Legal and Institutional Frawework of DRUIS

41. The Sri Lanka DRSS project begyan in 1983 on the basis of
discussions between the Hinistry of Finance and Planning and
TAG. At that tiwe Sri Lanka had over 400 public sector
exterqal loans aud more than 200 .g4rants frowm external
agencies. S5Sri Laiuka had a loan portfolio which was diverse
and ;eéreseutative of different categories and types of
loans. The medium sized portfolio provided a yood basis for
the development of the software and the scope of DRHMS
projects which could bhe applied for smaller and larger

countries.,

42. 1In developiung the wmethodoloyy for DRIl projects TAG
recoynised eurly oa the need for appropriate institutiounal
arrangeuments fof contracting, mouitoring and wmanaginyg
external debt and for ensuring that the data reguired for

15
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this purpose is available. To meet these pbjectives a nuinber

of institutional arrangements were sugygested. Thesé can be

summarised as follows:

1)

(ii)

(iii)

(iv)

(v)

[ATES

NS Baldiinal AUH0wTls DN Lild al (AADY) nhoa'ld
be responsible for coupiling data on ygrants,
and loans from all sources.

ERD was uryged to actively liaise with the
Central Bank for data collection, in
particular the Public.Debt Department (PDD)
for ygovermuent loans and the Exchange
Control Department (ECD) for private and
corporation loans.

The "Aid Utilization and Debt ilanageament
Uuit", later nam?d the External Debt
Monitoring Unit (EDilU) - the locatioun for
the DRIlS project - should be part of ERD

and therefore inside the Hinistry of Finance
and Planning as it was necessary for this
Unit to be involved in tie loan cycle.

The use of the Central Bank's IBIH 4331
wmainframe with new terwinals where

reyuired iu tue iliuistry of Finauce and
Planuing was identified for operatingy

a computerised debt umanagement systeu.

The final recomuendation could ouly have
been made when the system design had beeun
coupleted.

It was imperative that the EDIU be headed

by a senior governument official - preferably
of Director rank - who would be able to
exercise leveraye to build up and operate

16



a debt database. Such a person should have
econonics training with knowledye of balance
of payments methodoloyy and fiunancial
transactions,

(vi) The need for a resident adviser to impleument

the DRilS system was foreseen.

43, The early TAG mission rigyorously specified the
reyuirements for the successful  iuwplewmentation of a DRHS
project in terms of legal framework and institutional
arrangeinents. For the liost part these initial recomnendations
were precise and accurate, eveun thouyh it was recogynised that
there would be problews with compiling some data. Inforimationpn
grants was not readily available because all donors did not
send notices to External ﬁesources Department. Similarly
érivate sector borrowers did not readily make available all
loan- details to the Euchange Control Departwment. Therefore
the initial focus was correctly identified as beiny the
public sector debt. iloreover TAG soon recoygyilised that the
Central Bank IBd wainframe computer was relatively expensive
and would not be readily available in many develoging
countries aud thus would not be appropriate for the
developuwent of software. It was decided that this should
instead be done on an IBIl PC XT or coumpatible micro-coumputer

which would provide a low cost hardware option to developing

countries,

44. This was a second decision, but in the case of Sri Lanka
where.very few wicros were in ygovermaent use by 19833 as in
other devélopiug countries, it had major implicatious for
staffing and training,

17



45. Unfortunately during the project implementation, there

were a nuinber of siynificant deviations frow TAG's ‘original

recommended approach for 5ri Lanka. These are as followus:4

(1)

(ii)

(iii)

The External Debt ilanagyemeut Unit (EDiU) which
was responsible for the DRIIS project, althouyh
set up as a new unit in ERD, did not becoue an
inteyral part of it. In the early days of
ED:1U, it was physically rewoved frowm ERD,
thouyh this was subseyuently rectified.
Experience has shown that with EDIIU

09eratihg in an isolated stand alone manner
the overall effectiveness of the DRIIS
wethodoloyy was seriously cowmpromised.

Even at the tiwme of evaluatioun it appeared
that EDIIU work was being attributed a very

low priority by ERD and its principle fuunction
apparently is to provide statistical reports
for the Central Bank. Quite recently, there
has been a sugyyestion to move DRNS from ERD

to the Central Bank.

For the most part the institutional
arrangeuwants suygested oriyginally by TAG were
not accepted by the Sri Lankan authorities.
lew procedures for data collection were set

up which proved less than fully effective and
the joint nature of the project between the
Ministry and Central Dank was iynored, with
most activities shifted to the ilinistry.

The first E£DilU director was a foriner Central
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(iv)

(v)

Bank staff uweunber, who wﬁilg having'some
knowledye of loans unfortunately demon’strated
little interest in the computer'asgects of the
project or in assemblyvof the loan inventory.
"Furthermore the relationship with ERD, the
custodian of lniost loan information, was not
haruonious".

The staff assigned to the CS-dRIIS operations
were initially unfamiliar with interpretation
of loan aygreewmentsand had no experience in
using cowputers. In addition the junior staff
also were assiyned frowm the Departwent of
Census aud Statistics had little kunowledye of
econolilics or accounts and they had inadegyuate
Euglish languaye capacity to understand the
loan agyreements (which were in English).

A senior progyraiumer/systems analyst from the
Central Bank, had been assigied to the DRIlS
project to ensure there would be hiynly
yualified technical support in Sri Lanka.

lle was sent on wission ﬁo London to assist

in the systems analysis and design of CS-DRIiS,
and he participated in the initial traininy
proyramme in London as well. Both of these
missions were funded by IDRC. Unfortunately,
because the project becaine centred in the
ilinistry of Finance and Planning instead of
beiny a joint project with the Central Bauk,
this trained prograimwer/analyst was assiyned
to other duties and was not used to support
the project as oriyinally envisayed. This
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would be an euauple of poor;utilization of

technical assistance funds. !

(vi) Sri Lanka decided not to use a Resident
Adviser for the Project. Such an adviser could

perhaps have assisted in the speedier

implementation of the project.

46. The chanyes in institutional arrangyements frowm those
origyinally recoumended by TAG and adgreed to by the Government
of Sri Lanka had a bearinyg, sowetimes adverse, on the
implewentation of the broject. It has to bhe recogynised that
these arrangewments are gssentially dependant on the
oryanisational and adwinistrative arrangements within each
government and therefore this component of DRIIS projects
would present difficulties to TAG. The isolation of EDMU, the
fact that the project was not implemented jointly between the
Ministry and the Central Bank, the government's decision not
to appoint a Resident Adviser coutributed.to delays in
project implementation. It reyuired considerable support
from.TAG and over five years 17 wissions were mounted.
However, not all of tne. could be directly related to the Sri
Lanka éroject and would have been reguired fér the software

developuent and testinygy whercever it was done.
47. N consideration of factors conducive to an appropriate
legal and institutional eunvironmeunt for DRiIS is presented in

Appendix V.

SECTION D: TECILIICAL ASSISTANCE

D-1 Inventory of the Technical Assistunce Provided

483. The Technical Advisory Group offers Advisory Services on
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External Debt Management under which programme the following
assistance was provided to Sri Lanka: ‘

advice on appropriate institutional arrangements

for the setting up of an aid utilization and debt

management system in the country;

assistance in the compilation of a detailed

inventory on all external loans and grants;

assistance in the compilation of data on all

-

external loans and grants in CS-DRMS; and

the use of the software for the management of Sri

Lanka's external debt.

49. At a more detailed level TAG has defined a fifteen stage
project cycle to address the above areas and the
implementation of the DRMS broject. These phases are defined
in Appendix VI and they were generally followed during the

Sri Lankan project.

50. It 1is important to note that at the time TAG undertook
the debt management project in Sri Lanka there was neither a
time tested approach nor had a computer based system been
developed. Thus it was to be expected that substantially
greater resources would have to be devoted to this pilot

project.

51. In summary TAG has provided technical assistance in the
following areas:
(a) Setting up of institutional arrangements for
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'the establishwment of an effective aid

monitoring and debt wanagyewent systei,

A detailed report was prepared by TAG aud
submittgd to the Sri Lankan authorities
for their consideratioi and action. The
report addressed the institutional
arrangements, the leyal and
administrative rejyulations and
procedures, and the staffing and traininy
reguiremeutsﬁ
(b) Compilation of the inventory on esxternal

debt and detailed debt data.

While the actual tasks of data
preparation and eutry into the CS-DRilS
database were performed by Sri Laukan
staff technical assistance was provided
in the interpretation of loan agreewments,
in preparing the data entry sheets
reyuired for the CS-D2i5 database, in-
putting the data and in verifying the

accuracy and coupleteness of the data.
(c) Provision and installation of CS-DRil5 Software

A fundawentally iwmportant component of
TAG's Advisory Services on External Debt
Hanaygewment is the CS5-DRiIS'software. It is
fair to say that the early versions of
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(d)

CS-DRIIS did not accommodate;all the
practical complexities of 1loan
adininistration as it now does. llewer
versions incorporated additional features
and corrected "bugsJ of earlier versious.

This is true of all software packayes.

The CS3-DRilS software system has been
installed at two locations in Sri Lanka,
the Exzternal Debt ilanagewent Unit (LEDIU)
of the Hinistry of Finance and in the
Public Debt Department of the Ceutral
Bank. Assistance was provided by TAG
during the physical iustallation and the
initial operation of the system in Sri

Lanka.
CS-DRilS Couiputer System Support

The CS-DRi1S techunical support is provided
froin TAG in London. There is a "Hot Line"
service which can be contacted via the
telephone and telex to address urygent
problems. In addition a reyular systeus
support programwe is provided to address
less time critical reguirements such as
enhancewents, improvements, additional
reports, and processing of difficult
loans. These back-up support services
have been effective in wmecting the needs
of Sri Lanku. These services have bheen
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used extensively and effectively by Sri’

Lanka officials throuyhout the project. .

(e) Analysis aud ilanagerial use of Debt Database

TAG provided assistance in the analysis
of the data base usiny the software and
reports yenerated by it. The purpose was
to make the government aware of the
capabilities of the software and the
users to which it could be put for the
management of debt. Thesce were presented

in a report to the Governmment in ilarch

1983.

D-2 Staff and Training

49, Responsibility for the installation and operation of the
debt ménagement system rests with the External Debt
Management Unit which now reports to the Director of the
External Resources Departméut. There are currently eight (8)
staff assigned to =ZDilU: the Director, a Deyuty.birector and

three Assistant Directors, three officers and one support

staff.

53, 1In determiuiug the composition of staff which is
reduired to successfully administer a debt management unit it
is important to note there are two fundamentally different

aspects of DRIIS projects.

54. Firstly there is the data preparation, data entry,
overation of the computerised CS-DiUi5 software, production of

24



standard reports, preparation of specialised reports and
general maintenance of the debt managemenﬁ systein. Secondly
there is the aspect which relates to theiutilizatiop of the
reports, analyses of the data, identification of potential
options to improve the debt situation of the country, and

drafting proposed debt policies.

55 . Staff yualifications and ezperience to effectively
perform these responsibilities are different. staff menmbers
working on the first aspect of the systea ideally should have
academic gualifications in accouantinng, comuerce, financial
analysis or similar fields with some work experience in loan
administration, accounting, commercial bankinyg, auditing,
commercial contracting or’related fields. An introductory
knowledye of computers and their application is higyhly
desirable althouyh specialised knowledgye of programming and

systews is not reguired.

56. Satisfactory perforwance of the second aspect of the
system reyuires substantially greater technical
Jualifications and practical worli experience in the area of
financial analysis and capital markets. The staff should have
highly developed analytical skills which will normally be
obtained througjh post yraduate studies in econowmics,
financial analysis, statistical methods, and years of
practical experience in the area of international finance.
The staff should have up-to-date knowledye of the
international money wmarkets and a detailed knowledye of Sri
Lanka's debt situation. A familiarity with computerised

statistical/econonetric packayes would be desirable.
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57+ In the case of Sri Lanka the staff who were briginally
assigned to the project did not have the reguisite acadeuic
yualifications or work experience to make them iimediately
productive. However, the staff were intelliyent and well
motivated and althouyn their training required substantial
time and resources they have now attained a satisfactory
level of competence relatinyg to the first aspects of
operating the CS-DR!II5 software. Although there appears to be
a need to ensure gyreater yuality control on the data the
operational aspects of the CS-DRIIS appears to be functioning

Al

satisfactorily,

N

’

58 . In establishiny the debt manajement uunit it should
ideally be headed by a senior technical manayer who has wide
experience and cotipgetence in debt wanayemnent, academic
yualifications in ecouowics, accountinyg, finance or a closely
related field, current knowledye of international finaucial
markets and experience in the usc of modern coumputerised
analytical tools for financial wanagement. The senior
technical manager should also have experieunce in the

supervision of staff and yeueral aduministration.

59. 1deally, he/she should be supported by a senior
professional officer, wiﬁh substantial experience in ioan
administratibn in yovernment or a comwercial financial
institution. The wost appropriate acadeinic yqualifications
would be in accountiny, finance or related field. Work
experieunce should include e:iposure to computer systems and
the establishwent of aduwinistrative procedures. This official
would supervise the daily operatiois related to the interface
with units, the preparation and eantry of data, the running of
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the CS-DRIMS software and hardware, and the distribution of
routine reports and documents. The official would assist the
Director in the analysis of the data. The current incuumbent,

satisfactorily meets these reyuirewents,

60. To support the daily operation of the CS-DRilS system for
. a country with a debt portfolio the size of Sri Lanka's there
should be 2-3 officers at the intermediate professional
level. Ideally they should be university graduates in
accountiny, coummerce, finance, statistics, cowmputer scielce
or a similar field. IN recruiting these officers efforts
should be made to have a complemnent of these different
backygrounds. At least olle oféicer should have formal traininy
in computer .science and one in accountingj, couwnerce or
finance., It is desirable that they have an understanding and
practical work experience in loan adwministration in
government or a couwwercial financial institution. It is
desirable that these officers also nave soie e:xperience in
the use of cowmputer based systeius.

61. As the loan and yrant aygreeuments are in English, a
prereguisite for all staff working in the debt unit should be
a strong capacity in english to facilitate the iuterpretation
of the couwplex technical loan and yrant ayreewents. Since
none of the staff recruited for the EDIIU met these basic
gualifications at the time of their appointment their initial
progress was liinited and the gyuality of the data collected
was poor. However during the intervening years of practical
on-the-job eixaperience, and with a substantial amount of
technical assistance provided by TAG the LEDIIU staff at Dboth
the officer and the additional director level have attaiued a
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satisfactory deyree of competernce.
62. The senior level direction which will be rejuired to
realise the full potential of the C5-DRMS does not yet appear
to be available in the EDIIU., As a result it does not appear
that CS-DRMS is currently beiny actively used in Sri Lanka to
analyse the various financial .opportunities which are
available in manaying their debt or in the formulation of

debt policy, and a debt wmanayewment strateyy. .

63 . At the time the CS-DRIiS methodoloyy was initially being
installed in Sri Lanka a well structured and comprehensive
training programwe had yet éo be developed. llone the less a
major effort was devoted to providing the Sri Lankan
officials with a detailed understanding of the systein and an
initial training approach and prograume was developed as part

of this project.

64. The followiny traininyg activities were undertaken during
project implementation:

(a) ‘HMr i1 il Jayasekera, a Senior Prograinwwer/Systeus
Analyst frowm the Central Banli, had been
desiynated as the systelis specialist to be
assigned to the EDIIU. To ensure that

. detailed tecimical knowledgye of the C5-
DRiiIS software would be available locally
once the systeir was installed, Ilir
Jayaseliera was attached to the TAG
project team to participate in the
systeuws desiyn of the Cs-DRilS software.
ife spent three wonths in Londoun on this
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activity startinyg in March 1934. .

{b) TAG designed a five week trainin; programe, in
London to cover the essential components
of the CS-DRiIS software. Two Sri Lankan
officials, Hrs de Silva and ilr
Jayasekera, attended this intensive
training programme during July-August
1985, in préparation for the installation
of the systein in 3ri Lanka.

(c) The most difficult activity in the coumpilation

of an accurate and couwplete database is
the interpretation of a variety of loan
and yrant agreements and the extraction
of the relevant data. Followinyg the
softvare installation in Septewber 1935,
a three week course on 1loan
interpretation, and the use of CS-DRIIS
and its wmaintenance vas held in Sri
Lanka. Further, on-the-job training have
been provided by invitiuy TAG missions.

(d) Irs dé 5ilva participated in a three week
course in London in August 1987 on
writing custowmised CS-~DRi15 reports usinyg
the ACE report writing facility of
INFORUIN., At the same time she was
trained in using version 4.0 of the CS-

DRIIS software. |

(e) There has been a total of 17 missiouns to Sri Lanka
to date in support of the CS-DRIS iastallation
and there has been a cowbination of formal and
informal training conducted during most of
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these visits, which have occurred at the

4

various stagyes of the project cycle.

65. - While the approach to traininyg and the course coatent
was being developed wiile the Sri Lanka DRIIS project was
being implemented, the overall trainiany provided to the Sri
Lankan staff was -satisfactory.

056, The content aud ewpilasis oi tihe initial~ traiuing
proyraimwe reguired fine tuning, cousegyuently thsre was a need
for a higher level of }udividual specialised traeining during
the Sri Lankan project than should normally have been
neceésarj. The training was further complicated becausc the
staff assigyned to the project did not have the desirable pre-
regquisite knowledge in loan inkeryretation and
aduinistration; unor any exéosure to computers. The benefits
of the training given to the Senior Prdgraame/Sjstem Analyst
were lost because lir Jayaseliera did not continue to work with
the project.

67. The first five weeﬁ training projraime conlducted before
the Sri Lanka and Greunada iinstallations was used to develop
and test the course curriculua and the appropriate mix
between couwputer grinciples and loan related wmatters. This
course helped to identify the training waterial that would be
regquired for future training courses. Consultants were
engaged to wvork with TAG staff to produce the necessary
trainingy material us well as user and technical
docuwentation. Substantially iwproved documants are now

available in these arcas.
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68. The fundairental docuients used by;EDHU in the daily
operation of C5-DRII5 are: ‘
- Guide to CS-DRIS
- C3-DRil3 Version 4.0 Systew ilaintenance ilanual
- CS-DRilS Reference lanual
- Instructions for filling in Data Entry Sheets
and Data Entry Shects

- CS-DRIIS Reports llanual

69. These documents have been prepared in an ceasy to read
format and they provide detailed information on the wvarious
functions of CS53-DRIIS. They are considered to be of jood

yuality and adegyuate to respound to most operational

situations.

70. IHowever e:xperience has demonstrated that the most
difficult arca of C5-DRilS relates to the accurate
interpretation of loan and gyrant agreements. Consequently
consideration should be yiven to preparing a wore detailed

manual on the interpretation of the various types of loans

~and ygrants which are likely to be eucounteréd. The manual
should: include detailed exawples of both standard and couplex
cases, which have proven to be difficult to interpret, and
include step by step iunstructions as to how they should be
entered into and processed by CS-DRHS. The manual should
include a practical detailed account of creditor practices
likely to be encountered. This .aunual would be a key
reference source when processing new loan and ygrant

agyreements.

71. As a result of the Sri Laukan experience, wajor
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iwproveusents ‘have beeu wade in both traininyg wethodoloygy and
traininy waterials which have benefited all subseyuent

installations.

Resident Adviser in Sri Lanka

72. A resident adviser was not accepted by Sri Lanka for the
DRMS- project althouyh this was originally recomwended by TAG.
This proved to be an unfortunate decision in that it
lengthened the period of project implementation. The
continual up-yrading of CS-DRIIS through the release of four
wajor revisions and scveral minor revisions during a four
year period would have been ore easily absorbed by the Sri
Lankan team if a resident adviser had been in place. Also,

the large nuuber of wissions frow TAG to Sri Lanka could have

been reduced.

73. The resident adviser could have assisted in up-ygrading
the yuality of data aud in prowoting the wider use of the CS-
DRMS output for policy analysis. Dut for all that, the Sri
Lankan CS-DRIS installatiou is today "howe gyrown", and the
national teawm has considéruble "hand-ou" experictince. As a

result, there is a gyreater chance of the project's

sustainability ia the long-ruu.

SECTION [: TIO USER3 OF THE DRIS

E-1 Reports on bDebt (lanageaent

74. At the present time there are approximately 150 reports
incorporated in the C35-DRiS software and these are standard
for every installation. The current wenu of reports can be
classified under four wain headiu,s. For couveiience these
cail be suwnnarised as follows:
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Financial Statistics aund Dynauics

individual loan specification, public ‘and
private

individual grant specifications
agyregjates of euisting loans and grants
on-lending by yovernment

counterpart funds

utilization rates and draw-dowus
pre-paynents and arrears

wonitoring and audit

eiichange rate adjustuaents

iuterest rate adjustwents
multicurrency’effects

multilender effects

e.:change rate yains and losses

cxternal debt projectious

douwestic debt projectious

total debt service projections
financial rescheduliny

pvortfolio wanajeuwent

aid pipeline

Suwpoly and Dewand

provision of funds
lenders and dolors
terus and conditiouns, lenders and donors

uses of fuunds, ecoiloilic sectors

Other Data

Report Foriug

ecolloilic ayyregates

principal ratios

Iilf Tables
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- World Dauk Forws 1 and 2

- HMouthly, guarterly and annual bulletins

75. This wide array of information has many uses., Indeed, it
is clear that the applications of the CS-DRIIS system to a
national inventory of debt and grant information can
revolutionize this sector from a manual, paper-bhased, laygard
supplier of inforwmation to a just-in-tiime data respouse
systeiw. One of the softest areas of econowic information
imanayement is thereby trausforwed into one of the wost
concrete and specific.' Tiwe cousuaing and error;prone hand
calculatious are replaced by cowputer precision, and guess-
work yives way to accurate forecasts. VWorld Bank and INF
report reguirewents can be fulfilled in a tiwmely fasnion.
Indeed, it is notable that one of the least satisfactory
areas of national accounts and balance of payucuts reporting
is transforiied by CS-DRIIS into one of the wmost reliable.
There are strony yrounds for believiny that the data
generated in CS-DRIIS reports are often iwore robust than the
GDP;.investment, cousunption and international trade data.
Their advent points to reguirements to improve these other

econoilic data.

76. The reports which could be classified as "Financial
Statistics" gyive the base-line data on loans and grants
(where available) at both the individual and aygyregate
transactions level. These are the '"recording" results of CS-
DRIIS which allow the client to regularise its loan and grant
inventory and iuspect its on-goiny characteristics with ease.
0f substantial iportance is the tracking of utilization,
drawvdowns, pre-pajuents aund arrears. On-lent arrears can be
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identified and collected by using CS—DRMS.:

77. Of more coumplexity, are the potential losses and yains
involved with payjwents on multicurrency loans. Vithout CS-
DRIIS, the tracking of e:changye rate effects on these loans
would be very labour-inteusive and probably not entirely
understood. As part of manayeuent understanding of the
implications of wmulticurreucy 1locans, CS-DRIIS has been
valuable in highlighting yains and losses arising from
exchangye rate adjustwents.

~

73. For tnose reports which could be classified usnder

.

"Financial Dynawics" there is still considerable scope for

developiny the software pachkayge. While th2 projections are
very useful, wmore "Vhat if" options are reyuired. ilore
parameter driven forecast wodels aind simulatioins are regyuired
if higyh level portfolio planning, eichange wanagewment, and

debt restructuring is to be uudertaken with the assistance of

scenarios yenerated by C3-DRIIS.

79. éhe other threc headiays - "“"Fuud Supply and Deﬁaud",
"Other Data" and "Report Forws" appear to be quite adeyuate.
There is still scope for expanding the inforwation on credits
terms and conditions for yraunts as more of these data are
entered into CS-DRIIS. It is not a souund idea to develop CS-
DRIIS intQ&P couplete macro-econoumic forecasting model.
Instead,.CS-DRMS sﬁould interface with external databases
when a user wishes to run econowmy-wide analyses iucorporating
loan and ¢rant data for C3-DRiI5G. This is presently the

approach adopted by TAG.
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80. There is a gyeneral issue of CS5-DRIlS putput not meeting
the needs of yovernwent accounting., TAG should decide ‘whether
to invest in an interface software package to meet these
reguirements, or continue to take the position that CS-DRIIS

cannot be usad for accounting purposcs.

E-2 Users of DRIIS Reportks

81. There is scope for the wider usc of CS5-DRIIS reports in
Sri Lanka. Better cooperation between the Finance llinistry
and Central DBauk prouwises Eo expand the scope of report
use. It should also be‘recognised that it is still early in
the operations of D15, the coveragye of the systen excludes

grants, all inforwmation on private loans has unot yet been
obtained. lNevertheless the iwpact of DRI3 reports is

potentially higyh,

82. The followingy is a list of the potential users of the

CS-DRMS Reports:

(i) Econoumic Affairs Division, ilinistry of Finance
(ii) Budget Division, Ministry of Finance
(iii) Accounts and Payments Divisioun, Ilinistry of

flusce

(iv) External Resource Department

(v) Departuent of Central and Statistics Office
- (vi) Public Debt Departuent, Central Bank

(vii) Developument Banks (ou-lendiang operations)

(viii) Lxchange Control Departwment, Central Bank

(ix) Line ilinistries (Disbursewment Informatiou)

(:2) 'Corporations (loan uanagewent drawdowvins,

dishurseaants, service, repayuweunts and
arrears)
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(i) ilultilateral financial inst;tutions

(I1F, World Bank, rejional developiwent

banis)
(x€ii) Cémmercial lenders (unon-confidential reports)
(iii) Paris Club ileetings (not required by Sri
Lanka)
(xiv) Consultative Aid Group ileetings

83. The CS-DRII3 software can capture aud analyse data on
external and dowestic loans and grants. All external loans
have been entered thouyh opportunities for iiproviung the
yuality of data‘are beiny continually availed of. Grané
information has been largely collected and entered while
domestic debt has not been collected as yet. WUhere the data
has been entered, precise and ug—to-date.reéorts can be
obtained for umanagement purposes. Tal¥s Sri Lanka CS-DRIIS can

be effectively used for external debt.

84, The DRIilS systewm can provide a basic analysis of each
existingy loan. With these results it is possible to review
the inventory and identify those loans that (a) werel
contracted at high iunterest rates (or on other poor terws),
and/or (b) were contracted in currencies which have
appreciated resulting in sijuificant exchange rate losses.
From such an analysis, it is possible to identify; loans which
could be refinanced on improved terws, This has not been done
in Sri Lanka as yet. TAG is advisiny couuntries on how this
could be done and it is understood that Sri Lanka has asked
TAG to assist in this reyard.

85. Whilst recoynisin; that the DRI projects arc useful for
policy purposes, some additional iuputs could enhance the
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effectiveness of these projects such as: ;

(i) more advanced t;aining in debt.negotiations,.
financial wmarkets, conditionalities,
analysis of risk, etc.;

(ii) developiily the analytical and report writing
skills awony high level users of DRHS, so
that they can use the system to support
skills yained frdm (1) above;

(iii) establishing reyional "user groups" for
exchangye of ideas and hkunowledye on basic and
advanced uscs of DRIIS projects (meetings once
a year);

(iv) agglyiug DIuIS soktware to cope with a wide
ranye of cash and kkind gyrants, plus evaluating
graunts to third parties used in tha client
country; and |

(v) enhancing management tools to allow siwulation

for a broad ranye of debt wanagement options,

86. Vith these additional steps it is Dbelieved that the
proyraiuite of technical assistance on debt manageament of which
CS-DRiiS is the keystone -~ can be used even wore in all

aspects of debt wmanaygewent.

SECTIOI F: OTHER EATERIAL IUPUTS

87. There have been important contributions wade to DRMS
projects by agencies other than IDRC and CFTC. AQoug those
involved, the United Hations Develop.aent Progralwe (UXNDP) has
been the most prowinent. It is uuderstood by operators of
DRi15 systens, that the UNIDP will usually loolk favourably upon
applicatious for techuical assistance in the form of advisers
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or hardware, although the costs would begdrawn‘déwn ayainst
the country IPF. The UNDP sponsored an 13'country wission in
late 1988 to review the success/usefulness of couwputerised
debt mwanagenent systeis, This three person nission included
an officer frowm IDRC vho had contributed to the original
desiyn specifications of CS-DRilS. The report of the mission

is expected shortly.

88. The World DBank reyuires that debtor countries provide
the Bank data for its Debtor Reporting System (DRS) in Forms
1 and 2 designed for this purpose. The Vorld Banlk sent a
mission to Sri Lanka to recogcile difference between the data
in DRiIS and that in DRS. This mission has higyhlijhted the

need for similar recounciliations in other DRIIS projects.

8B9. There have been soie other contributions to the
operations of DRII5G. The Central Dank aas recently purchased
its own IBi PS5-2/60 for use in the DRHS project. There is
considerable scope for wvider support to DRSS from donor
agencies. A nuaber of bilateral aid agenciés such as SIDA,
CIDA, USAID, aud ADAB could bé tapped for a lony-teru
support~and trainiuy prograumaes scb up on a reyional basis to
service DRIIS installations. The eupected UNDP report on
computerised debt managyenent systcus 1s also likely to
trigger off further opportunities for TAG to work directly
with that agency and UNCTAD. Traiuning would seew to be the
best avenue for cooperation, since software developument is
now too particularised for there to be extensive sharing in

software related activities.
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SECTION G: CO;IPARISON OFr COSTS AlD DoUEFITS

90. Given the nature of this technical assistance it would
be difficult to carry out a detailed ex-post cost-bencfit
analysis. llowever it 1is possible to make sowe approiuate

estimates,

91. An analysis of e:xpenditures incurred by TAG for the DRiMS
project in Sri Lanka shows a cuaulative total to June 1933 of
£154,960, (includiung an allowancce for overheads). EFach
country reyuirewment with respect to DRIS varies, but the Sri
Lanka experience seewns to be in line with its pioneering
status, (see Appendiz VIII). The cumulative expenditure
incurred by TAG oil the develégment of the C5-DQUIS software is
estimated to be £554,025 up to June 1988. The cumulative
expenditure on the developwent of CS-DRII3, and country
specific expenditures by TAG related to sowe 30 countries,
amounts to approxiaately £1.5 wmillion, spread over the period
post 1933. The IDRC also allocated ayproximately £43,000 to

the developwent of CS-DRIiG. To date DRIS projects have been
impleyented free of chargye. It is recownmended that
consideration e jivea to the possibility of each country
paying a share of the training costs. VWhere advisory services
have resulted iun a reduction in debt service paywments,
countries should bhe regyuired to share in the cost of these

services.

92. Althougyh the DRIIS projects were.imylemeuted as 'free
yoods' inevitably each country incurs local costs. In the
case of Sri Lanka it is estiwmated that local costs incurred
by the govermment were 12546,000. The benefits of the project
are not easily measurable in terws of mouey, but there is
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likely to be a substantially favourable Benefit-Cost Ratio.
It is recommended that TAG wakes each country award of the
costs of each project and therefore of the need to obtain the

maxiuam benefit frowm it.

SECTION H: COUCLUGIONS AHD RECOMLIZHDATIONS

- A 'before a%d after', and 'with and without'
evaluation of the application of DRHS to the
inventory of debt and gyrant information in Sri
Lanka would conclude that its introduction to Sri
Lanka by TAG has revolutionised this sector from a
manual, ledger—baseq, lajgyard supplier of

inforwation to a respovise systenn at the appropriate

tine.

It is trausforuming one of the softest areas of
inforwmation manayewent into one of the wost

concrete and specific for iuforued decision-making.

Time consuwing and error-proune hand calculations have

been, and are beiny, replaced by couputer precision.

Siwmilarly the data-base for uwalkiny accurate

forecasts is yreatly iwproved.

- The fundawental objectives of the project have bene
attained. As a result of the technical assistance
there is nov au administrative infrastructure in
place which ensures the systeuwatic collectiou,
recording, wonitoring and reporting on loaus and
yrants in Sri Launka. The DRiII5 project 1is
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operational and a coapetent and well{trainedlstaff
is in place which is capable of maintaininyg the
database. The systein contaius relatively complete
and accurate data on all private and public debt

and on approximately 90 per cent of the yrants.

From the perspective of manayging the overall wmacro-
economic implications.of loans and ygrants, there is
still considerably more to be done in terws of wmore
training in debt wanagyement and the use of the
software for this\purpose. To walke full use of the
system, the followiny are recowaended:

(1) more advanced training in debt neyotiations,
financial warkets, conditionalities,
analysis of risk, etc.;

(ii) developing the aunalytical and report writing
slkills awony hijh level users of DRil5, so
that they can use the systein to support
skills gyained frow (1) above;

(iii) establishing regional "user groups" forv
exchangye of ideas and knowledye on basic and
advanced ugses of DRIIS projects (meetings oince
a year);

(iv) applyiny DRIIS software to cope with a wide
range of cash and kind gyrants, plus evaluating
grants to third parties used in the client
country; aud

(v) enhaucing wmanayewent tools to allow siuwulation
for a broad ranye of debt wanayement options.

The systewm is beiny used to produce routine debt
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wmanagement reports used priwmarily Qy the Central
Bank of Sri Lanka and to a lesser extent by the
Ministry of finaince and Planuing. The reports froi
the systew are beiuy used in dealinys with e:xternal
agencies such as the lorld Banlk, the IilIF, the Asian
Development Bank and bilateral assistance
institutions. The output froa the systews is also

used for the anunual Aid Group secetings in Paris.

The Sri Lanxzan project has provided TAG the
opportunity to develop and perfect a wethodoloyy

-y - - . ~ . - -~ o~ . M 3 s as RN L - T~
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DRI1S software and related traiaing watcerial, and to
enhance its capability to deliver technical

assistance in debt managyeitent.

To assess the adeyuacy and impact of the technical
assistance on the 3ri Lankan project it is iwportant to
understand the conteit under wvhich the project was
undertalien. With hindsigynt it is clear that substantial
improvements and jreater efficiency aird ecounowy would
have beeu posseible, and in fact have been introduced in
subseyuent projects. llovever at the tiwme the Sri Laukan
project wvas undertaken the serious debt situation of
many developin, countries had ouly recently boeen
recoynised internationally aund the wmethodoloyy for

addressing these issues were yet evolving.

Sri Lauka wvas used as a pilot site for the
developuwent and testing of a prototype debt
wanaygeaent wethodoloyy and the CS-DUIS software.
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The importance of providing training in all aspects
of loan adwinistration and the need for reconcilding
data frow difference sources of providing
documentation frowm different sources was not fully
appreciated at the tiwe. The initial version of CS-
DRilS supplied to Sri Lanka was subseyuently
enhanced in response to new regyuirenents. CS5-DRIIS
has now been substantially iwproved and the
approach to iwmplewenting DRil3 projects has been
refiuned.

Under the circuwstances it is felt that the level
of technical assistanc¢lwas justified and necessary

durinyg the initial installations. However it is

felt that this could lhave been reduced if the

following had occurrcil:

- TAG fnad an establisiaued ianternal
inforuation systews yroup to direct the
developuwent and iwpleamentation of DIUIS
projects at tile outset;

- more tiwme had neen devoted to the

analysis, desigyan and developwent of the

C5-DRii5 softvare;

- nore exfensive testing of the softvare
had been conducted prior to installation
in 3ri Lanka;

-~ the treiuning materials had been produced
at an cearlier staye and included
couprestensive case studices of the various
types of lown awld jrauc & reewcudts vynich
are lihely to bHe encountered, and ou
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creditor practices; :
yreater priority had been attributed in
the training progyrawwe to the
complexities of loan interpretation and
creditors practices, and less ewphasis
had been placed on cowputer related
concepts such as progyrawwing ian the C
coiiputer laiguage;

the nuuwber or releascs of the CS-DRII3
software had been liwmited to one update

R

per year;

greater eaphasis had been devoted to
planuing the data preparation, data
verification aind data capture activitics.
This would have involved an analysis of
the data flows of loan and grant
docuuents, their cowmpleteuness, and the
establishiient of a procedure to handle
difficulties such as wissing or
incomylete docuwents etc. A task force
approach to the counsticution of the
historical data bJ»ase could have Dbeen
elployed.

the institutional arrangewents and
oryanisational structure recoumwmended by
TAG had becn accepted by the Sri Lankan
authorities and closer collaboration
between the Division in the llinistry aad
Central Dani: nad been estanlished at an
carlier date:;
the yualifications and cuperience of the
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Sri Lankan staff assigned to the project
were wmore closely related to the
reyuirewcents of the debt wanayewent unit.
- the Senior Proyrawmer/Systeus Analyst had
remained with the project following the
major investwent in training which was
made on him to assist with the
installation and subseuent local
support;
- the appointiwent of a resident adviser had
been accegted.
The evaluation gtudy suy.jests a set of institutional
arrangenents for consideration by TAS in the iaplementution

of future D5 proje

9]

ts (Sec Appeitdic VY. The changes in the
institutiounal arrangewcnts from those oriyinally counceived by
TAG and ayreed to by the Governwent of Sri Lanka resulted in
delays in project iumplenentation.
- The training prograwane offered in London has
underyoine subgtautial improvencat by TAG in guality
and couitent, It is recomwended that a manual should
bé dravn up oun the inturpretation of the various
types of loaus aind yrants likely to be encountered,
and on creditor practices which can be used as a
- reference docuent to resolve difficulties which

occur duriny daily operations.

- There is no ideual approach to the use of resident
advisers. The role of the 2lesident Adviser is
exawined in the recoganition that debt wanayeweut is
an iatricate and iaportant ficld., Three alternative
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uses of resident advisers, external advice and
local resources are examined frowm a wide ranye‘ of
prossible options (see Table I Appendi:x VII), and
the 'slow-track' approach is scen to be close to
the eiperience of Sri Lanka (Option 2). In gencral
the evaluation team considers that the usc of a
Resident Adviser in cowbination with the task force
approach for the coustitution of the data basec
offers the best option to ensure the success of the

project.

The development of the CS-DUI5, in the context of
an evolving systeuns reguiremeut in a pioneeriny
field, is cousidered to have begp succgs;ﬁul, vell-
desigyned and yenerally user friendly. It is
approachiny the capacity liwits of the DOS
hardware/software envirouwwent for which it was
desiyned to operata. Recowwendations are wade in a
nuaber of areas where user fricecudliness and ease of
use of the software could be iuprovad, awl areas of
potential confusion avoided. The on-going support
provided by TAG has been gencrally of a-higyh
yuality and had contributed to the success of the
installation. The wanayement tools are seeun as

rather limited, and these limitations have been

identified and acted oi:.

Each country's debt managyewent regyuirewent are
different, but the costs of the Sri Lanka project
seew to be iu line with its status as a pionceriug
country in thec developuwent of C5-DRilIS. To date the
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systew has heen provided by TAG fred of chargye. It
is recommended that consideration bhe given to the
possibility of the country paying an increasing
share of itg training costs. Where advisory
saervices have resulted in a reduction of debt
service payments countries should be reguired to

share the cost of these services.

The benefits of the project are anot easily
leasurable in terwas of woney, but even if only the
yains frou collection of arrears, and refinaucin
are weiyhed ajainst the cuiwulative costs to the
Goverinaent of Sri Launka, TAS aad IDRC, there is a
substantially favourable Benefit-Cost Ratio. It is
recommended that TAG wmakes each country more awvare
of the costs of each projuect and therefore of the

need to obtain the waxiiaun benefit fron it.

Given the scrious debt problews facing wmany
?ountrius in the Cowwdonwealth, and outside, there
is a wanifest need for the adoption of a proven
débt wanageneant wethodoloyy; such as the DRIIS
projects. CS-DRIS5S has proven itself as aun
appropriate techunoloyy, cost-effective, and
sustainable, in the case of Sri Lanka. The budget
of TAG and the staff are under increasing pressure
as the project evolves frow debt recording to
advice on depnt aund finaucial managyewent. If the
econoumic success and political joodwill resulting
fesin the projects are to he sustained, fundaacntal
issues as to its future finaicing and oryanisation
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need to be addressed.
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APPENDIX 1

TERMS OF REFERENCE FOR THE EVALUATION STUDY

Objectives of the Evaluation

(1)

(ii)

(iii)

(1iv)

to review the efficiency and effectiveness of technical
assistance, including training, provided, and to assess
whether they were adequate to meet the project
objectives;

to assess the impact of the project by examining the
contributions of TAG’s advice, and of CS-DRMS in the
recording, monitoring and management of debt. This
should involve the examination of the impact of the
project in the macro environment in PNG with particular
attention to the contribution of the project to
refinancing;

to review the implementation of the projects and to
identify the problems and constraints;

to draw lessons at each stage of the project cycle for
future projects dealing with Debt Recording and
Management.

Evaluation Issues

A.

A.l

Institutional Arrangements and Legal Framework

To review the institutional arrangements/linkages for the
management of the projects, and maintenance of the System.

To identify the extent to which appropriate institutional
arrangements/linkages and legal frameworks are important
for the successful implementation of debt management
projects, and for the functioning of CS-DRMS.

To assess the focus on this aspect, and whether there were
any steps that should have been taken to ensure that the
institutional arrangements recommended were in place?
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B.

B.l

Technical Assistance K

To prepare an inventory of the technical assistance
provided, covering all stages of the project cycle.

To assess the adequacy of this assistance in meeting the
objectives of the project.

Training
To review the training provided both on site and in
London at the different stages of the project cycle.

To review the training provided after the completion of
data entry.

To assess the adequacy and ease of use of CS-DRMS
documentation and training materials.

A

Staff

’

To review and advise on the optimum level and
qualification of the counterpart, technical and support

staff engaged on the projects.

To assess their familiarity with the facilities of the
system.

To advise on the need for further upgrading of skills.

System and SVStem Support Issues

To examine the data collection, data input and audit
procedures and comment on their efficiency. In
particular, to review the procedures followed in PNG for

data collection and input.

To assess the ease of use of the system and its adequacy
for data capture, processing and retrieval.

To review the adequacy of the reports generated by the
system for monitoring and managing debt, and for
reporting on debt.

To review whether the system has adequately replaced
manual procedures for debt recording, monitoring and

reporting.
To identify.problems, if any, in the system.

To assess responsiveness to user needs in terms of
modifications to the system.
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F.

i Fcl

To review the systems support providéd from London.

¢

To identify whether further improvements are necessary to
the system to meet the requirements.

sers

To identify the existing and potential Users of the
System and System generated reports and assess the extent
to which their requirements are met.

To assess the extent to which the System has contributed
to improved management of debt, both external and
domestic, and loans given by government.

To assess the extent to which the System is used for
monitoring the flow of grants.

To assess the suctessful use of the System in policy
formulation and debt negotiations.

To assess the extent to which the System helps in meeting
the accounting requirements of the users.

To assess the capabilities and user friendliness of the
System as a tool in debt management.

Other External Inputs

To assess the contribution made by the external agencies
and advise on areas of co-operation with other agencies.



APPEIIDIX

OFFICIALS INTIRVISWIED BY THZ EVALUATIOL TEA!

TECIICAL, ASSISTALICE GAOUP

“

Proyraauie Loadar

- ilr 5 Suandar
Special Adviser (International Finance)

Other Staff lewbers

LEconomists

- ilr 1 Rappayoda
Director

- Dr R Twuaar

Special Adviser (Ecououic)

- s A Johuson
Chief Project Officer (lcounowic)

Systois
- [1s J Crovley
Chief Project Officer

(System Developuwznt llanajeiient)

- tls A licGlonz
Project Officer (Bconowic Co.iputing)

- {Ir T Farauum
Project Officer (Systens Analysig)

IDRC Officials iatervicived ia Singapore oua 25 iloveuber

1933

- Dr Jingjai iHanchanlasn
Reyional Director, ASRO, IDRC

- Dr Clive 'iny

Progyram Officer, IDRC, [lew Delhi

Sri Laulkan Officials iatervieved in Singapore oil
24 and 24 oveunar 1933

- ilrs D De Silva
External Debt ilanajement Unit
Hinistry of Finauce

- iIlr T S i1 Fernando

Departuwent of Public Debt
Central 3uaunk of 5ri Lauka
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Hardware

(1)

(2)
(3)
(4)

, APPENDIX 3

DWARE D OPRIETARY SO ARE

EQUIREMENTS FOR CS-—

An enhanced IBM PC XT system unit, on IBM PC AT, or

compatible machine* including:

512 KB RAM

30 MB Hard Disk with disk drive adapter
1.2 MB flsppy disk drive

Diskette drive adapter

keyboard

Line cord

IBM Monochrome display

Asynchronous Communications Adapter

* Mono Display/Printer Adapter

80287 Maths Coprocessor

Printer 136 (132) columns

80 - 200 cps dot matrix parallel

printer with cable and tractor feed
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(5)
(6)
(7)

Tape Streamer (see below) ,
Voltage Stabiliser
Initial supply of diskettes, printer ribbons and paper,

back up tapes and quality parts.

The tape streamer that is supported and used by the Technical

Assistance Group is the Cristie TS1000. Wherever feasible TAG

recommends the use of this tape streamer for two reasons.

Should a

activity
(1)
(ii)

(iii)

“

The batch files for backing up and restoring in CS-DRMS
have been written forlthe TS1000 software.

Data can be sent on tape to TAG for checking whenever

necessary.

country wish to purchase a tape streamer locally for the

it is necessary to ensure that

" the tape streamer is compatible with the computer

dedicated to the project.

the storage capacity of the a tape streamer is at least

the size of the hard disk.
other CS-DRMS sites in the country (if any) use the same

type of tape streamer to facilitate data transfer.

RKAs o cacand

55



Software ) i

(1)
(2)
(3)

INFORMIX
PC DOS version 3.0 (or higher) or XENIX 5.2

IBM Professional Editor or similar Text Editor package.

TABLE A-4

Hardware on which CS-DRMS has been Tested

N

’

Computer - Make and Model Result of Test

Under DOS

Amstrad 1512 Successful
Apricot XEN Problems - not
recommended
Compaq 386 Successful
Compaq Deskpro Successful
Compaq Plus Successful
Honeywell AP . Successful
Honeywell XP Successful
IBM Enhanced AT - (a)&(b) Successful
IBM Enhanced XT - (a) . Successful
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(a)
(b)

(c)
(d)

ICL PC Quatro
ITT XTRA XP
NCR PC 4I - (c)

NCR PC6 - (c)

. NCR PC8 - (c)

Olivetti M24

Olivetti M28 - (d)

SHIVA PC

Sperry PC IT - (a)

Tandon PCA (AT Compatible)
Televideo AT 101 - (a)
Toshiba Portable

TURBO - 88

TURBO - 88 PC

Victor (Other)

Victor vPC

Under XENIX

NCR Minitower XP

Sperry PC IT

Tested with Cipher Tape Streamer
Tested with Cristie Tape Streamer
and Card

Tested with Cristie Tape Streamer

Tested with Tallgrass Tape Streamer
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Unsuccessful

Successful
Successful
Successful
Successful
Successful
Successful
Successful
Successful
Successful
Successful
Successful
Successful

Successful

Unsuccessful

Successful

Successful

Successful

Successful

Successful

Successful

Successful
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i APPENDIX 5

OF ORS - CO ' Q OPRIA EGA D

The following issues are examined as part of TAG’s initial

assessment of the legal and institutional framework for debt
management:

Qhe/ﬁ;;'the mandate to negotiate and administer the

applicant 'states internal and external public debt and
witi-this—agsrnicy be signatory to the DRMS licensing
agreement;

(1) can the agency with the mandate for the management of

‘Jthe country’ require that all other debt
(and grant) nformation ot under its direct control be
channelled th¥o 7 and

(1iy) does the DRMS licensing agreement adeeuately protect TAG

from unplanned and inappropriate use of DRMS by local
users;

> >

The prestige and credibility of*the\CQ\ﬁgﬂzealth Secretariat have
facilitated TAG negotiations with key agencies in~ those countries
requesting DRMS installations. Consequently items (i) and (iii) .
above can usually be satisfied readily, but there may not be such
a firm positive answer to (ii) above, since this involves the
national legal framework and local institutional linkages.

s

Arrangements . —_—

'In many countries there is a longstanding question in
macro-economic management concerning the division of powers
between the Minister of Finance and The Central Bank. It is
generally agreed that finance ministers - as elected officers -
have ultimate responsibility for the conduct of macro-economic

Ay
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policies, and therefore the central bank should be answerable to
this minister. However, it is also general practice that the
finance minister has the principle responsibility for fiscal
policy whereas the Governor of the Central Bank is concerned with
monetary policy. While academically arguments can be made for
independence of fiscal and monetary policy in an open economy,
the practical experience indicates they are closely linked by the
macro budget constraint identity. Any fiscal policy which
results in government deficit financing through the issue of
domestic or external debt has monetary consequences, to a greater
or lesser degree.

There is a spectrum of monetary implications arising from the
issue of new debt. In the case where new government debt is
wholly absorbed by domestic savers, the impacts may be relatively
modest working through wealth effects on the national demand for
money. In such circumstances the central bank may not be overly
concerned about the short or long-term implications of debt
management. However at the other extreme there may be a limited
market for new government debt at home or abroad.

On the home front, this can cause the finance ministry to require
the central bank to support the price of its debt in the domestic
market, thereby effectively monetising it. This action leads
rapidly to the impairment of the Central Bank’s ability to
control the rate of growth of the money supply, speed of
inflationh, nominal interest rates, and the exchange value of the
local currency, - a situation familiar in a number of Latin
American and African countries.

If the finance ministry attempts to place new debt in external
hands in these circumstance it will be subject to adverse
commercial terms which will have negative medium term
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implications for external debt service.*# Once more the central
bank will find that its ability to manage interest rates:is
impaired and that foreign exchange reserves are considerably
affected.

In the former case, the interaction between financing a
government deficit and monetary policy should be modest, but in
the latter case deficit finance may’actually dictate monetary
policy.

There is always a concern that steadily growing deficit funding
requirements will undermine the effectiveness of monetary policy
and the autonomy of the central bank. For reasons such as these
it is important that the installation of a DRMS system be fully
supported by both the finance ministry and the central bank from
the beginning of the project. Central bank reluctance to become
involved in a DRMS project may be based on, (i) the lack of a
national debt management committee which requires the ministry of
finance and central bank to work together on debt issues; (ii)
key bank personnel who were not aware of the benefits of the
project; (iii) key bank personnel who do not support a DRMS
installation because it would possibly involve the bank in
divulging confidential information on private sector loans; (iv)
key bank personnel who see DRMS as a threat to their knowledge
and control over foreign exchange management: (v) a lack of
person years avallable for allocation to the DRMS project; and
(vi) no &killed personnel available (or who could be sent for
training) to set up the DRMS system in the central bank. It

should however be noted that in at least ﬁé&% countries the DRMS ‘

18 in the central Bank .

/

o

** If the government approaches multilateral funding agencies
for financing support in these circumstances it may receive _
concessional loans, but the degree of conditionality is
likely to be high and focus on requirements to reduce the
monetary impact of the fiscal deficit.

]
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It should be noted that central banks are generally prestigeous
institutions which enjoy benefits not always available to other
civil servants such as: modern air-conditioned offices,
up-to-date computer systems, and higher staff salaries. Thus it
is not a resources constraint that has caused these banks to be
laggards in CS-DRMS installations. It has more often been a

.combination of managerial scepticism and concern to maintain

institutional independence in debt policy that has kept the banks
aloof in the early stages.

Oon the finance ministry side, there are also a number of concerns
about installation of the CS-DRMS system. Assuming that key
personnel in the ministry support adoption of the system, then
what scope should it have.ideally? 1In order to gain the broadest
benefits from improved data organization, forecast capabilities,
report writing, balance of payments analyses and input into
finance ministry decision-making, the DRMS system should cover
all forms of external and domestic debt, plus aid flows. 1In
practice, this has turned out to be very difficult to achieve.
The most readily available loan agreements refer to (i) domestic
and external debt of the national government (ii) domestic and
external debt guaranteed by the national government; (iii)
/domestic and external debt of parastatal institutions; and (iv)
aég:lendings by the national government. It has proveﬂ'qore
difficult to obtain information on the following: (v) debt of
sub-national governments; (vi) private sector external debt; and
(vii) aid inflows. 1Indeed, there may be unknown recording
deficiencies in both the parastatal debt and on-lendings (iii)
and (iv) above. For the ministry of finance to record data under
headings (i) to (iv) above as a minimum, the CS-DRMS project must
be situated astride the main information flows on loan

transactions, claims, drawdowns, servicing and repayments.

To achieve this information clearing-house role, the DRMS system
must be in the mainstream of loan management operations in the
finance ministry. It should not be a self-contained stand-alone
unit set off from the day-to-day activities of the ministry, or
it may be easily forgotten, its inputs ascribed a low priority,
and its reports finding few clients. Under optimal
circumstances, DRMS would be installed in a division of the
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finance ministry that managed both loans and ,aid so that there
would be a clear and early mandate to bring all external grant
transactions onto the DRMS system.

Provided that the finance ministry has set up its DRMS system in
a pivotal position within its own institutional framework, then
.familiar concerns regarding resource availability together with
the commitment, skills and training of staff to operate DRMS
arise. The effectiveness of DRMS is very sensitive to decisions
about who directs it and who operates it. Two major problems
have arisen: first, divisions within the finance ministry have
been reorganized subsequent to bRMs being installed, resulting in
certain information - such as grant flows, aid management, and
project implementation - being removed from ready access; and
second, trained personnel have been rotated away from the DRMS
project. Reorganization and rotation that are not sensitive to
the required institutional environment for timely operation of
DRMS can be - and have been - costly to the operation of the
system.

ro a \'4 ent

In light of the foregoing, it can be argued that correct
institutional arrangements and an environment conducive to
comprehensive information flows on debt and aid are mandatory to
the short and medium term success of a DRMS installation. 1In the
best circumstances, there should be:

(1) almost simultaneous start-up of DRMS projects at both
finance ministry and central bank, using agreed upon
compatible computer hardware; and an agreed upon
costodian of the centralised database which integrates
data from each agency.

(ii) a national debt management committee that supports and
is serviced by inputs from both finance ministry and
central bank and which in turn coordinates their data
sourcing and reporting efforts;

-C3-
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(iii)

(iv)

(v)

(vi)

(vii)

a clear division of responsibilities between the finance
ministry and central bank, such that the former deals
with national government debt and the latter with
private sector and parastatal debt;

establishment of a task force with overall
responsibility for the constitution of a comprehensive
historical database on public debt and grants. The task
force should have clear terms of reference, a project
plan and sufficient human resources which will permit
the completion of its work in 6-9 months. The staff of
the task force could be comprised of internal resources
of the Ministry of Finance and Central Bank, or external
resources of a combination of both;

well defined channels through, which DRMS reports from
both finance ministry and central bank can move onto the
desks of macro-economic policy makers.

a clear specifigation concerning functional
responsibilities with respect to initial loan and grant
negotiating, loan renegotiations, and refinancing
initiatives; and

a clear commitment to the use of CS-DRMS for debt
management, without the expectation that the system
should also respond to detailed accounting requirements.

Given the large number of applicant countries becoming involved
with DRMS, the successful installation of the system in widely
different situations (ranging from 20 to 1700 loans), and the
high credibility of the TAG installation and support group, it
should be possible hereafter for TAG - or its successors - to
virtually require that the seven conditions given above be
pre-requisites for accessing the DRMS system by new users.
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. APPENDIX 7

‘Using a resident adviser should be cost effective in as much as
the on-going presence reduces the necessity for long range TAG-

- support, increases scope for local training, speeds up the
activation of various stages of the project and results in a
professional finished product. The downside is that the client
can become over-dependent on the resident adviser, hold on to
him/her too long, use the adviser for work other than DRMS, and
fail to instill in the local operatives the requirement to become
self-sufficient. The slower approach of doing without a resident

adviser can result in the project growing its own "national®
roots.

A major concern must be for the possibility that when a resident
adviser departs, the local team left to run DRMS may not be able
to sustain it because their knowledge is actually fragmentary and
not wholly won by "doing-it-themselves". Sustainability of DRMS
is an ultimate objective - with or without an adviser - and the
routes to this result are many and varied. The General Technical
Assistance (GTA) program of the CFTIC could maintain its
co-operation with TAG to ensure that the projects are sustained.

It is important to recognise that DRMS is itself an evolving
system in a very intricate and important field - debt
management. Issues with respect to debt are forever changing as
are the sources, terms and conditions of loans and grants. Thus
in a very real sense the need for some form of professional
advice - intermittently or for months at a time - will continue
over a very long horizon for DRMS clients.

For purposes of discusion, the process of start-up operations and
production of analytical reports by DRMS is broken down into five
stages. These can be described as shown in Chart 1.

-
-



1.

3.

ew ume dings an orma Flows

- Identification of required documents,
location of documents,

- administrative procedures and responsibilities for
document access,

- document retrieval, and

- notice and information flows.

Al

Data Collection and Entry

- Understanding and intérpretation of loan/grant
agreements,

- preparation of data entry sheets,

- éhiry of data,

- verification of entries, and

- comparisons with World Bank, IMF and other key
databases.

Operational Testing and Running of Database

- Testing of database - debugging and cleaning,

- ‘'running database, standard report generation and
distribution to users,

- entry of new loans, refinancings and related debt
adjustments,

= entry of drawdowns and payments,

- arrears, penalties and exchange rate effects, and

- preliminary forecasts and projections.



4. eV nagement ses

- use of management tools,

- data provision for policy analyses,

- debt management and refinancing options, and
- ' decision-making scenarios.

5. Full Operation of DRMS as a Management System

- Advanced report generation and distribution to users,
- custom report design and generation,
- simulation analyses, and -

- provision of debt management consulting services.

This description of DRMS project development goes beyond that
given in project cycle and product development discussions**
Moreover it is thought that none of the more than two dozen DRMS
installations has yet completed stages 4 or 5 completely. 1In
number of instances - such as Cyprus, PNG, Grenada, Jamaica,
Mauritius, and Belize - various elements of stages 4 and 5 may
have been achieved. Nowhere is DRMS quite the provider of the
complete range of debt management consulting services to domestic
and external decision-makers that is its ultimate objective.

* & See for instance, Commonwealth Fund for Technical
Cooperation, TAG, Advisory Se ces External Debt

- Management, Commonwealth Secretariat London, August 1987, pp
9-12.
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Following from this description of the stages of development of
each DRMS project, it is useful to ask where and how resident
advisers can be helpful in moving the project speedily,
efficiently and with controlled quality to stage 5? There is no
definitive answer to this question - each installation should be
viewed on a case-by-case basis, and the initial situation in
every country may be different. As noted above, institutional
arrangements vary; access to documents are widely different;
skills in loan/grant agreement interpretation will vary; numbers
of loans and grants, plus their complexity (e.g. multicurrency,
multilender etc.) are not standardised; the size, ability and
experience of the local bureaucracy varies; and local costs

of operation are diverse. Moreover a resident adviser who could
serve satisfactorily through all five stages of the DRMS project
operation would have a rare skill mix, ranging across such
diverse areas as: personnel management, loan agreement analysis,
banking and financial markets analyses, computer programming and
systems analysis, statistics and econometrics, macro-economics,
management consulting,to loan and grants negotiation experience.

It thus appears that a team approach to the provision of
technical assistance may be more appropriate than the long term
comnitment of a single resident adviser. It is recommended that
experts with different technical knowiedge and experience be
provided which corresponds to the specialised requirements of the
different phases of the project.

Table 1 shows three alternative uses of resident advisers,
external advice and local resources. These are by no means the
only options available, however they are representative of the
approaches adapted to date in countries which have installed
CS-DRMS. 1In option X, the client requires help from the start
because of weak local resources, a large document load, and
little knowledge of debt management. 1In option X, the client is
very dependent on resident advice probably over a period of 18 to
24 months - to push through stages 1 to 4. Two different



advisers would be required - one with loan agreement knowledge
for stages 1 and 2 and another with sYstems,'management, and
economic skills for stages 3 and 4.

Option Y is a fast-track approach to installation, where the
local team can cope with document identification - stage 1 - with
.the help of TAG missions. Data collection and entry is then
undertaken by a dedicated task force to speed the move to
operation of DRMS. The task force may be a large group of local
employees assembled to crash through this task, or it can be a
contract consulting group having won a tender for the job. A
resident adviser is supplied only for stages 3 and 4 to
operationalize the DRMS system and begin the output of management
reports. The advisory time period is likely to be 6-12 months in
all. option 2 is close to the approach adapted by Sri Lanka.

Option 2 is the slow-track appro;ch for a country which has
considerable local skill resources, low local costs, and wishes
to avoid the dependency on outside advice of option X. 1In the
first two stages, the local team draws extensively on missions
and hot-line advice from TAG. In stages 3 and 4 a visiting

adviser would visit twice or three times a year for several weeks
at a time.

\
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IABLE 1

ALTERNATIVE APPROACHES TO RESIDENT ADVICE

Stage option X Option Y Option 2
1 Review of Document R.A. + Local Team Local Team
Holding and Local Team
Information Flow
2 Data Collection R.A. + Task Force Local Team
and Entry Local Team
3 Operational Testing R.A. + R.A. + V.A. +
Local Team Local Team Local Team
4 Development of R.A. + R.A. + V.A. +
Management Analyses Local Team Local Team Local Team
5 Full Operation V.A. + V.A. + V.A. +
of DRMS Local Team Local Team Local Team
Note:
R.A. - Resident Adviser
V.A. - Visiting Adviser



It should be noted that for stage 5 it is suggested under all
options in Table 1 that there should be a visiting adviser.
Stage 5 requires that DRMS produce custom reports and simulation
analysis useful for economic review and decisions about
substantive issues in debt management. At this stage, the
visiting adviser should be well versed in financial, banking and
economic questions that bear upon policy-making. This is quite
a different set of skills from those required in stages 3 and

4. Indeed, it is worthwhile considering the set-up of regional
visiting advisers in the Caribbean, Southeast Asia, and the
South Pacific to service several clients from an in-region
base**, As part of these activities, regional advisers would
also bring key members of their DRMS client teams together atl
least once a year as a "Users Group" and for "Graduate School"
training in advanced features of CS-DRMS.

The evaluation team considers the constitution of an accurate
and comprehensive database which includes public debt, private
debt and grants to be of fundamental and critical importance to
the successful implementation of the DRMS project. If the data
capture actvivities are spread over an extended period of time,
or if only part of the debt data is captured then the benefits
‘:222? will accrue to the country will be limited-iz;delayed. If
data capture activities is lengthy then the project risks

loosing the momentum and political support necessary for its
success.

The evaluation team recommends that the constitution of the
database be undertaken by a task force, which should complete
its work within a 6-9 month period. The task force should be
responsible for the collection of all historical data including
private and public debt and grants and it should have the

*%* Africa could be serviced from London for logistical reasons



support of all the agencies with responsibility for the
different data which is required (i.e. Central Bank, Ministry of
Planning and Finance, etc). During the data collection, entry
and verification phase there should be a full time resident
adviser assigned to the project. The task force could be
comprised of the civil servants who will be responsible for the
.operation of the CS-DRMS system following implementation, civil
servants with accounting/loans administration experience who
will be seconded full-time for the duration of the task force,
external consultants or a combination of internal and external
resources. The essential element is a well defined project
plan, commitment and full cooperation of the participating
agencies, availability of staff with the requisite understanding
and ability to learn to interpret loan/grant agreements, a
training programme for task force members, and detailed
reference documentations on loan interpretation and creditor
practices.

Thus the evaluation team’s recommended approach to the use of
technical advisers and the task force approach for the capture
of historical debt data is shown in Table 2. While there is no
ideal approach to the use of resident advisers, the evaluation
team has drawn up a suggested format for a country with under
500 loans and some local resource capability, but which is in
haste to get DRMS up and running - Option V. This might be the
interesting option for a number of pending non-Commonwealth
clients. The suggested use of advisers is shown in Table 2.



Table 2

SUGGESTED USE OF ADVISERS

Stage

option Vv

1. Review of Document

Holding and Information Flow

2. Data Collection
3. Operational Testing and
Database Running

4. Development of
Management Analyses

“

5. Full Operation
of DRMS

Local Staff

R.A. + Task Force
and Entry

R.A. and/or V.A.
4+ Local Team

V.A. + Local Team
V.A. + Local Team

(Senior Financial
Analyst/Economist)

NOTE
R. A. - Resident Adviser
V. A. - Visiting Adviser

Note that the Resident Adviser in stages 2 and 3 does not have the

same skills as the Visiting Adviser used in stage 5.
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APPENDIX 8

XPEND E S V. ENT
COMMENCEMENT CUMULATIVE
DATE AND EXPENDITURE
DURATION TO 30 JUNE 88
CS-DRMS Software
£
a. Enhancements to DOS version Nov 1983 247,325
Continuing
b. Development of UNIX version July 1986 79,300
Continuing
c. Enhancements to UNIX version, July 1987 56,100
Continuing
d. Enhancement of Data Base July 1987 2,900
Management System Continuing
e. Report documentation Apr 1986 18,400
Continuing
f. User and Technical Jan 1988 10,100
documentation Continuing
g. Training material Mar 1986 68,700
Continuing
h. Management of system July 1987 27,300
development Continuing
i. Support of system development .pJuly 1987 17,500
. Continuing
j. Review of Debt management Jan 1988 26,400
aspects of CS-DRMS programme 2 Months
TOTAL 554,025
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EXPENDITURE ON CS-DRMS PROJECTS BY COUNTRY

COUNTRY COMMENCEMENT CUMULATIVE
DATE & DURATION EXPENDITURE
TO 30-6-88+*
£
BARBADOS SEPT 85 - Continuing 36,400
BELIZE+ NOV 85 - Continuing 43,750
BOTSWANA+ JULY 85 - continuing 62,500
CYPRUS MARCH 85 - Continuing 36,500
DOMINICA AUG 85 - Continuing 7,500
FIJI AUG 85 - 1Yr 4Wks 36,800
GHANA NOV 87 - Continuing 10,300
GRENADA JAN 85 - 2 ¥Yrs 37,700
GUYANA SEPT 86 - Continuing 17,800
INDIA JAN 86 - Continuing 50,200
JAMAICA SEPT 85 - Continuing 40,900
KENYA OCT 87 - Continuing 26,000
MALDIVES FEB 86 - Continuing 25,900
MAURITIUS Nov 85 - Continuing 44,500
NIGERIA JULY 87 - Continuing 32,900
PNG+ . SEPT 84 - Continuing 56,300
SRI LANKA JULY 83 - 4Yrs 2Mths 119,200
TANZANIA JULY 87 - Continuing 10,300

+ The expenditure shown against these countries does not
include the cost of Resident Advisers, which was as follows:

Belize Botswana Jamaica PNG

£29,427 £30,341 £43,793 35,044

* These figures do not include overhead costs or telephone and

: telex charges. The total needs to be increased by 30% to cover
these costs, giving a grand total of £904,345, or 1,042,950
including Resident Advisers.
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Cost (f)
Date of cCourse Number of Country Total
Participante

1/7/85-2/8/85 3 Sri Lanka
. Grenada

6/5/86-6/6/86 9 Jamaica
Botswana
Cyprus
Barbados

30/10/86 10 Belize
Fiji
India
Maldives

. Mauritius
PNG

3/10/88-4/11/88 9 Renya
India
Mauritius
PNG
Tanzania
Ghana
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# Full details of the cost of this course are not available.
The two S5ri Lankan trainees were funded by IDRC.
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