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Foreword

The work of the World Bank Group (WBG) in helping reduce poverty supports four core
goals at both global and country levels: expanding economic opportunities, enhancing hu-
man development, mitigating socioeconomic and environmental risks, and improving go-
vernance and public sector effectiveness. In the first half of the 2000s, developing countries
made advances in these areas, leading to a significant reduction in poverty. Historically high
economic growth rates as well as improvements in key aspects of human development
made the difference. A series of global economic crises as well as natural disasters contri-
buted to setbacks, while global climate change continued to threaten progress. These global
shifters need to be confronted by development strategies.

In 2008-10, 85 percent of WBG operations broadly aimed to help expand economic oppor-
tunities. Evaluations of past interventions show relatively high WBG effectiveness in these
efforts. However, policy environments need further improvement, and sustainability of
public infrastructure needs to be ensured. Uneven results in education and health highlight
a range of difficulties in improving human development outcomes among the poor. Evalua-
tions found shortfalls in achieving key public sector reform objectives, including civil ser-
vice reform and reducing corruption. The WBG's response to recent disasters and global
economic crises has been striking, but a greater emphasis is needed by everyone on prepa-
redness.

Improving governance and public sector effectiveness is key to further reducing poverty.
Also, the quality of public sector management affects the WBG’s development effectiveness
in countries as Bank Group-supported country program and project outcomes are lower in
countries with poorer quality public sector management. This suggests a need to sharpen
the approach and prioritize engagement in this area.

Outcome ratings of Bank-supported projects evaluated in 2008-10 were similar to those eva-
luated in 2005-07, although there was a drop in both project outcome and bank performance
ratings in the Middle East and North Africa Region. In contrast, there was an improvement
in development outcomes of projects supported by the International Finance Corporation
(IFC) in this region, yet the current political turmoil may influence the future evolution of
these good results. Among projects supported by the Multilateral Investment Guarantee
Agency (MIGA) that were evaluated, the highest proportion of successful outcome ratings
was in the financial sector, where its guarantees played a useful, albeit small, role in sup-
porting recovery.

Various factors within the control of the WBG influence the development outcomes of its
interventions. At the Bank, while supervision of completed operations was satisfactory,
there was a decline in project quality at entry. In IFC, where a transformation in its business
model is taking place, improved outcomes in the Middle East and North Africa Region are
aligned to improvement in work quality, and overall work quality in investments remain
strong, but there is insufficient focus on efficiency in Advisory Services. In MIGA, perfor-
mance on strategic relevance was high, yet evaluations show recurring issues with the quali-
ty of underwriting.



FOREWORD

All three WBG institutions have taken steps to strengthen results monitoring and reporting.
Challenges to be addressed include ensuring that aggregate indicators are not overly influ-
enced by larger countries and projects, that aggregate indicators reflect the diverse needs of
WBG clients, that costs associated with the achievement of results are adequately reflected,
and that high-quality data gathering and reporting are ensured. Finally, WBG manage-
ment’s adoption of recommendations derived from evaluations has increased over time, and
both management and the Independent Evaluation Group have agreed on measures to im-
prove this process.

Vieid F

Vinod Thomas
Director-General, Evaluation



Summary

In seeking to help reduce poverty, the work of the World Bank Group (WBG) supports four
core goals at the global and country levels: expanding economic opportunities, enhancing human
development, mitigating socioeconomic and environmental risks, and improving governance and
public sector effectiveness. In the first half of the 2000s, developing countries made advances in
these areas, leading to a significant reduction in poverty. Historically high economic growth rates
as well as improvements in key aspects of human development were realized. A series of global
economic crises as well as natural disasters contributed to setbacks, and global climate change
continued to threaten all progress. These global shifters need to be factored in and confronted
by development strategies.

In 2008-10, 85 percent of WBG operations broadly aimed to help expand economic opportuni-
ties. Evaluations by the Independent Evaluation Group (IEG) of past interventions show rela-
tively high WBG effectiveness in these areas. However, policy environments need further im-
provement, and sustainability of public infrastructure needs to be ensured. Quite uneven results
in education and health highlight a range of difficulties in improving human development out-
comes among the poor. Evaluations found shortfalls in achieving key public sector reform ob-
jectives, including civil service reform and reducing corruption. The WBG’s response to recent
disasters and global economic crisis has been striking, but a greater emphasis on preparedness is
needed.

Improving governance and public sector effectiveness is key to reducing poverty further. The
quality of public sector management also affects the WBG’s development effectiveness in coun-
tries. WBG-supported country program and project outcomes are lower in countries with poorer
quality public sector management, suggesting a need to augment the approach and prioritize en-
gagement in this area.

Outcome ratings of Bank-supported projects evaluated in 2008—10 — one strand of evidence tri-
angulated with other findings—were similar to those evaluated in 2005—07, although there was a
drop in both project outcome and Bank performance ratings in the Middle East and North Afri-
ca Region. In contrast, there was an improvement in project development outcomes in projects
supported by the International Finance Corporation (IFC) in this region, yet the current political
turmoil may influence the future evolution of these good results. Among evaluated Multilateral
Investment Guarantee Agency (MIGA)-supported projects, the highest proportion of successful
outcome ratings was in the financial sector, where its guarantees played a useful, albeit small, role
in supporting recovery.

Various factors within the control of the WBG influence the development outcomes of its inter-
ventions. In the Bank, supervision of completed operations evaluated in FY08-10 was satisfac-
tory, although there was a decline in project quality at entry, or at the time of approval. In IFC,
where a transformation in its business model is taking place, improved outcomes in the Middle
East and North Africa Region are aligned to improvement in work quality. In MIGA perfor-
mance on strategic relevance was high; yet evaluations show a consistent issue with the quality of
underwriting.

xi



SUMMARY

All three WBG institutions have taken steps to strengthen results monitoring and reporting.
Challenges to be addressed include ensuring that aggregate indicators are not overly influenced
by larger countries and projects, that aggregate indicators reflect the diverse needs of WBG
clients, that costs associated with the achievement of results are adequately reflected, and that
high-quality data gathering and reporting are ensured. Finally, WBG management’s adoption of
recommendations derived from evaluations has increased over time, and both management and
IEG have agreed on measures to improve this process.

Background and Context

The activities of the WBG support four core
development goals. At the 2010 Spring Meet-
ings, the WBG articulated a set of priorities for
the next decade in New World, New World Bank
Group: Post-Crisis Directions. (World Bank 2010)
Undetlying those priorities are four consistent
development goals: expanding economic oppot-
tunities, enhancing human development, reducing
socioeconomic and environmental risks, and
strengthening governance and public sector effec-
tiveness. Achievement of these goals helps gener-
ate socially inclusive and environmentally sustain-
able growth, poverty reduction, and increased
living standards. Although stated in different
forms, these goals are reflected in WBG country
strategies, in WBG corporate strategies, and in
major analytical reports.

This report draws on recent IEG evaluation

The World Bank Group’s Poverty Reduction Framework

POVERTY REDUCTION AND IMPROVED LIVING STANDARDS |

1

SOCIALLY INCLUSIVE AND ENVIRONMENTALLY
SUSTAINABLE GROWTH

I N

INCREASED RESILIENCE TO
SOCIOECONOMIC AND
ENVIRONMENTALRISKS

IMPROVED GOVERNANCE AND PUBLIC SECTOR EFFECTIVENESS

EXPANDED ECONOMIC
OPPORTUNITIES

ENHANCED HUMAN
DEVELOPMENT

WBG Financial Products
WBG Knowledge services

WBG Convening Power

Source: |EG.

Xii

evidence and integrates it at the WBG level,
replacing three individual annual reports, to
address three questions: (i) What recent progress
have developing countries made toward the core
development goals? (ii) How effective has the
WBG been in supporting progress toward these
goals, including the mitigation of major global shif-
ter effects? (i) How well have WBG institutions
managed factors that are within their control? To
answer these questions, the report draws on evi-
dence from IEG project, country, sector, and the-
matic evaluations completed in fiscal years (FY)
2008-11, supplemented by material from the WBG
and external sources. There is no specific period
of coverage of the report in terms of approval of
WBG activities. Evaluations completed in FY08—
11 covered WBG activities that were approved at
various points from the mid-1990s to the late
2000s.

Substantial progress was made in reducing the
rate of measured income poverty in the early
2000s, accompanied by strong economic
growth and improvements in key health and
education indicators. The proportion of
people living in extreme poverty in developing
countries declined from 34 percent in 1999 to 25
percent in 2005 (the latest data available). This
translates into 324 million people rising above
the extreme poverty line of $1.25 a day. Al-
though the food and financial crises interrupted
this positive trend, the Millennium Development
Goal MDG) for reducing extreme poverty is
still likely to be met by 2015. The reduction in
poverty was accompanied by strong economic
growth during the decade, facilitated by im-
proved economic policies, high levels of private
capital flows, and favorable commodity prices.
Developing country growth slowed in 2009, but
it has since rebounded. In addition to the reduc-
tion in income poverty, key health and education



indicators have also substantially improved over the
past decade.

However, major challenges remain to reduce
poverty further. Even with the progress in lower-
ing the rate of poverty, some 1.4 billion people
were estimated to live in extreme poverty (on less
than $1.25 a day) in 2005. It is estimated that 64
million more people may be living in extreme po-
verty by the end of 2010 because of the financial
crisis. A range of impediments continue to hamper
growth in many countries, including policy weak-
nesses, poor infrastructure, and inadequate access
to finance. Growth has not always translated into
greater economic opportunities and benefits for the
poor. Progress on human development has been
insufficient to meet some MDG targets, such as
those for maternal and child mortality. Expansion
of access to primary education and increased pri-
mary completion rates have not always improved
learning, while the links between post-primary edu-
cation and the labor market remain weak in many
countries. Although some aspects of public sector
management have improved, in key areas such as
civil service reform and anticorruption, developing
countries as a whole have not made significant
progress. The succession of global crises and natu-
ral disasters has underscored the need for better
crisis preparation and management. The risks are
growing that climate change and environmental
losses, if left unchecked, will derail development
gains.

Effectiveness of the WBG

Expanding Economic Opportunities

Recent evaluations indicate effective WBG
support for expanding economic opportuni-
ties, where the large majority of WBG activi-
ties have been concentrated. WBG interven-
tions broadly aimed at enhancing economic
opportunities include those to help maintain ma-
croeconomic stability, improve the enabling envi-
ronment for private sector activity, develop infra-
structure, increase access to finance, and support
investment in real sectors, such as agriculture and
manufacturing. In FY08-10, 85 percent of all
WBG operations aimed to help expand economic
opportunities. Among 64 country programs re-
viewed in FY08-11, objectives relating to expand-
ing economic opportunities were substantially

SUMMARY

achieved in 69 percent. Eighty percent of Bank-
supported projects that aimed at expanding eco-
nomic opportunities completed in FY08-10 had
satisfactory project outcomes. Among the sample
of IFC-supported projects evaluated in 2008-10,
73 percent had successful project development
outcomes, compared with 63 percent in 2005-07.
Of a sample of 17 MIGA guarantee projects eva-
luated in FY09-11, 70 percent had successful de-
velopment outcomes.

The WBG has helped improve economic policy
frameworks, but challenges remain in advanc-
ing complex, politically sensitive reforms. Eval-
uations consistently indicated that the effectiveness
of Bank support for policy reforms depended on
the government’s ownership of the reform agenda.
Although Poverty Reduction Support Credits were
generally effective, they were more so with techni-
cally and politically easier reforms than with more
complex ones. Privatization of major public entities
continues to be among the most challenging re-
forms, as they often meet political resistance.

Infrastructure development is the Bank’s larg-
est area of engagement, accounting for 30 per-
cent of its financing in FY08-10. The proportion
of satisfactory outcome ratings has been relatively
high, with 81 percent of projects exiting the active
portfolio in FY08-10 having satisfactory outcomes.
Examples of achievements under recently evaluated
projects include development of an electricity mar-
ket and transparent regulatory framework in the
power sector in Romania; introduction of public-
private partnerships for the operation of airports in
the Arab Republic of Egypt that improved capacity
and efficiency; and a reduction of road transport
bottlenecks and improved road management in
Gujarat, India. A relatively high proportion of IFC
infrastructure projects contributed to broader pri-
vate sector development by encouraging new en-
trants in untested regulatory environments, intro-
ducing competition in monopolistic sectors, or
helping ensure responsible environmental practices.
Evaluated MIGA-supported projects had positive
demonstration effects, such as the first private
power producer in a country or the first geothermal
power producer in Africa. A key challenge re-
mains—to ensure the financial sustainability of in-
frastructure, particularly pro-poor infrastructure,
and this will be examined in a forthcoming IEG
evaluation.

xiii



SUMMARY

Definition of Outcome Ratings of WBG Operations

Country Program Outcome: This rating captures the extent to which the
WBG’s assistance strategy in a country achieved its relevant stated objec-
tives efficiently.

World Bank Project Outcome: This rating captures the extent to which a
project’s major relevant objectives were achieved or are expected to be
achieved, efficiently. The rating is contingent on an operation’s stated ob-
jectives and on three criteria: the relevance of the objectives and design
(relevance), the extent to which the objectives were achieved (efficacy), and
the efficient use of project resources (efficiency).

IFC Project Development Outcome: For investment projects, this rating
captures the project’s contribution to a country’s development based on a
project’s business performance, economic sustainability, environmental
and social effects, and private sector development. For advisory services
projects, this rating captures the extent to which a project’s major relevant
objectives were achieved or are expected to be achieved, efficiently. It
synthesizes ratings of five dimensions: strategic relevance, outputs, out-
comes, impacts, and efficiency, thus summarizing the achievement of the
project’s goals and objectives.

MIGA Project Development Outcome: This rating captures the
project’s contribution to a country’s development based on a project’s
business performance, economic sustainability, environmental and social
effects, and private sector development.

Source: |EG.

The WBG made important contributions in
information and communication technologies
(ICT), but its effectiveness in some priority
areas was limited. The WBG has made effective
contributions to ICT sector reforms and in pro-

subsidiaries.

Bank lending in the financial sec-
tor rose from $5 billion in FY05—
07 to $14 billion in FY08-10. IFC
commitments to financial markets
more than doubled, from $8 bil-
lion to $17 billion, driven by a
sharp increase in short-term trade
finance. MIGA issued $3.4 billion
in new financial sector guarantees,
accounting for 70 percent of its
total issuance in FY08-10. Out-
come ratings of past Bank-
financed projects in the financial
sector were comparable with
Bank-wide averages. The long-
term contribution to financial sec-
tor development of the Bank’s
substantially higher lending re-
mains to be seen. IFC financial
sector projects were largely suc-
cessful, although some projects in
the Europe and Central Asia Re-
gion fared poorly during the crisis.
Moreover, the development con-
tribution of IFC’s trade finance
projects has not yet been systemat-
ically tracked. MIGA financial

sector guarantees were effective in this region,
where they supported foreign bank investment in

The results of WBG interventions in the real

moting private investments for mobile telephony
in difficult environments and in the pootrest coun-
tries. Countries with WBG support for policy
reform and investments increased competition
and access faster than those without such support.
However, efforts to increase access beyond what
was commercially viable have been largely unsuc-
cessful. Access for the poor has been more effec-
tively supported through general interventions to
improve the enabling environment or direct sup-
port for private investment. Three-quarters of
Bank projects include ICT applications (or com-
ponents), but the Bank’s record in this area has
been modest. Skills development is emerging as an
important constraint to ICT diffusion and applica-
tions, but it has received little attention in WBG
operations.

Activities in the financial sector rose substan-
tially in all three institutions in recent years.
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sectors were mixed. A recent IEG evaluation
found that Bank agriculture and IFC agribusiness
project outcome ratings (evaluated in 1998-08)
were at or above portfolio averages, but the results
(of agriculture-focused projects, rather than
broader agriculture and rural development
projects) were notably poorer in Sub-Saharan
Africa’s agriculture-dependent economies IEG
2011e). Not only was the environment for agricul-
tural development less favorable in Sub-Saharan
Africa—with poor road and market infrastructure,
underdeveloped financial sectors, and higher
weather-related and disease risks—but country
capacity and governance were weaker as well.
Financial and environmental sustainability, how-
ever, has been an issue worldwide in agricultural
interventions. According to IEG’s evaluation,
IFC’s agribusiness investments in Africa had li-
mited success due to “difficult business environ-
ments, a shortage of indigenous entrepreneurs, the



small size of potential investments, and lack of
access to markets” (IEG 2011e, p. xii). A sample
of evaluated projects reveal that WBG engage-
ment in extractive industries projects helped en-
hance environmental and social practices, but ef-
forts to establish linkages with the rest of the
economy were relatively ineffective.

Enhancing Human Development

Human development is both an end itself as
well as an input into the other core goals. Sev-
en of the MDGs are directly related to human
development. In this report, human development
includes activities in education; health, nutrition,
and population (HNP); and targeted basic infra-
structure services, such as household water supply
and rural electrification. Consumption of the latter
often improves individual well-being, contributes
to improved health and education outcomes, and
increases capacity to participate in economic activ-
ities.

Bank-supported project outcome ratings have
declined substantially in education and recov-
ered in health. Among Bank-financed projects
that exited in FY08-10, 56 percent of education
projects were rated satisfactory, a substantial de-
cline since the mid-2000s from levels that were
once higher than in other sectors. The proportion
of satisfactory ratings for exiting health projects
was 08 percent in the same period. The perfor-
mance of projects supporting targeted basic infra-
structure has remained high, at 86 percent satisfac-
tory for the most recent period.

Outcome ratings in education and health re-
flect both weaknesses in project design and
implementation and the increasing complexity
of objectives and activities. Project design and
implementation weaknesses include overly complex
designs relative to local capacities, lack of necessary
buy-in from a broad range of stakeholders, inade-
quate political economy analysis and consideration
of vested interests, lack of sequenced approaches,
weak results frameworks, and insufficient monitot-
ing and evaluation to enable relevant midterm cor-
rections. Results in the health and education sectors
have also become more difficult to achieve as inter-
ventions have moved beyond addressing basic
access issues to more complex quality objectives
and systemic reforms.
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In education, access and equity objectives
were more likely to be achieved than quality
improvements, a concern being addressed by
the Bank’s new education strategy. IEG’s 2011
education portfolio note (IEG 2011m) found that
among evaluated education projects approved in
2001-09, more than four-fifths of those with ob-
jectives to increase access to education or increase
enrollments substantially achieved them, as did
nearly two-thirds of projects with equity objec-
tives. However, education quality objectives were
substantially achieved in fewer than half of
projects that had them and achieved efficiency
objectives in only 38 percent.

Key objectives related to learning and labor
force outcomes have been difficult to achieve.
Improving the quality of education has not always
led to better learning or labor force results. Expe-
rience points to the importance of the local context
in understanding what interventions are likely to
work and, in the case of labor force objectives, to
the need for better understanding of the links be-
tween education and the labor market. The share of
projects addressing post-primary education has
grown and about a third of education projects in-
clude more than three subsectors. Rapid expansion
of secondary education has been more complex
than primary education, with subject specialties
requiring efficient matching of classes and teachers;
teacher shortages; and the need for simultaneous
reform of curriculum, textbooks, and examinations.

IFC’s experience illustrates continuing chal-
lenges in supporting the private education
sector. IFC started systematic engagement in the
education sector in 2001. In 2008-10, IFC made
17 investments in education for a total of $233
million, four times what it invested in the sector in
2005-07. Its engagement was primarily in tertiary
and professional education. Of nine projects that
wete evaluated in 2005-10, four were successful.
Factors associated with poor project outcomes
included the high-risk, startup nature of the ven-
tures and weaknesses in IFC work quality, such as
overestimation of revenues and sponsor capacity
and inadequate risk mitigation measures. Learning
by IFC is taking place and is reflected in improved
project outcomes over time—a pattern similar to
IFC’s experience in the health and agribusiness
sectors.
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IEG’s 2009 evaluation of a decade of WBG
support for HNP highlighted the need to in-
crease efforts to reach the poor (IEG 2009b).
Bank-funded programs have seen strong results in
controlling a number of communicable diseases
that disproportionately affect the poor— malatia,
leprosy, and tuberculosis. However, evidence that
health results from Bank-supported projects were
reaching the poor was lacking, and the treatment
of health in poverty assessments in the recent past
has declined. Lending and staffing for nutrition
and population—both critically important for the
poorest people—had declined dramatically. The
review raised questions on the social impact of
IFC’s health interventions, and efforts to broaden
those impacts are increasing.

The Bank’s support for strengthening health
systems can benefit from evaluative findings
on health reform and sectorwide approaches
(SWAps). Lessons from Bank support for health
reform over the past decade—primarily in middle-
income countries—point to the importance of ex
ante assessments of the political economy of
reform and a proactive plan to address political
risks; careful prior analytic work; sequencing of
reforms to improve political feasibility, reduce
complexity, and ensure adequate capacity to im-
plement them; and strong monitoring and evalua-
tion, both to demonstrate results and to enhance
decision making. Evaluation of pilot reforms and
rapid dissemination of results have helped over-
come political resistance to change.

Bank support for SWAps in health has contri-
buted to greater government leadership, ca-
pacity, coordination, and harmonization, but
not necessarily to better results. SWAps sup-
port the Bank’s objective of improving the organi-
zation, functioning, and sustainability of health
systems. Country capacity had been strengthened
in sector planning, budgeting, and fiduciary sys-
tems, but weaknesses persisted in the design and
use of country monitoring and evaluation systems.
IEG’s review of health SWAps could not point to
links between the approach and improved out-
comes from national health strategies. The nation-
al programs that the SWAps supported were high-
ly ambitious and complex, often exceeding the
implementation capacity of governments. This
underscored the need for national health pro-
grams to be realistic and prioritized.
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Outcome ratings for IFC-supported health
projects have improved. Since 2005, all 10 eva-
luated IFC investments in the health sector—
mostly hospitals—had successful outcome ratings.
Evaluations indicate that the projects helped es-
tablish public-private partnerships and raise man-
agement and clinical standards. Concerns raised in
TEG’s 2009 health evaluation were the limited
diversification of the health portfolio beyond hos-
pitals and the scope for increasing the social im-
pact of IFC’s health interventions.

Targeted basic infrastructure projects have
had relatively high success rates, although
targeted efforts in the telecommunications
sector were not effective. The WBG supports a
range of targeted interventions that aim to raise
access to basic infrastructure among the poor,
including through social funds, work with munici-
pal governments, and community-driven devel-
opment initiatives. IEG evaluations show that
success in these interventions has been achieved
on construction of infrastructure but not in capac-
ity enhancement. The projects helped increase
access to new or improved community infrastruc-
ture, such as household water supply and sanita-
tion services, rutral roads, and electrification. Ac-
tive women’s participation can enhance the
effectiveness of some basic infrastructure inter-
ventions. However, evaluations have pointed to
the risks to financial sustainability of some inter-
ventions. In the telecommunications sector, gen-
eral interventions aimed at the enabling environ-
ment along with support for private investment
were more effective than targeted government
efforts to broaden access.

Increasing Resilience to Socioeconomic and
Environmental Risks

Attention to vulnerability increased with the
recent spate of crises, reflecting a response to
emerging global shifters. Risks to development
against which the WBG secks to help countries
build resilience include environmental degrada-
tion, natural disasters, climate change, and eco-
nomic and financial crises. The WBG also seeks to
help countries build efficient social safety nets
(SSNs) that protect those affected by shocks as
well as meet the basic needs of the poorest. A
broader recognition by the WBG of the need to
be prepared for the impact of large-scale shocks is



reflected by the explicit definition of this theme as
one of its recently stated post-crisis directions
priorities.

The WBG has been a leader in calling global
attention to environmental sustainability. All
three WBG institutions deploy instruments that
seek to help ensure the environmental sustainabili-
ty of development. The Bank supports the estab-
lishment of appropriate policy and institutional
frameworks for sustainable development, and all
three institutions aim to ensure that all projects
comply with basic environmental and social stan-
dards. The WBG has a recognized and effective
global leadership role. A relatively high proportion
of both Bank-supported pollution management
and biodiversity projects had successful project
outcomes, even in the face of seriously adverse
trends in biodiversity protection. Efforts to help
countries strengthen environmental policies and
institutions, however, have not been as effective.
Across IFC, investments have encouraged clients
to integrate environmental standards.

Over the past decade, the Bank moved from a
project-focused approach that emphasized
delivery of social assistance benefits toward a
broader approach to help countries build SSN
systems. Attention over the past decade has
mainly focused on safety nets to help the chroni-
cally poor. When the crisis hit, many countries
were ill prepared to scale up their safety nets. The
recent crises increased attention to safety nets that
address shocks (as opposed to those that address
chronic poverty and vulnerability). Impact evalua-
tions have highlighted the short-term effectiveness
of well-implemented SSNs in protecting the poor
and vulnerable. Evaluations also indicate that ef-
fective Bank support for safety net programs has
depended on the Bank’s sustained engagement
and in-depth knowledge of the political economy
in the countries in which it worked (IEG 2011h).

The global financial crisis affected the volume
of activities of each WBG institution in differ-
ent ways. In FY09-10, Bank commitments tose
sharply, reaching a record high annual average of
$53 billion. During the same period, MIGA’s an-
nual volume of guarantees issued remained at the
average level of previous years (about $1.5 billion),
but its outstanding portfolio reached an all-time
high of §7.7 billion in FY10 because of a lower
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rate of cancellations. After the onset of the crisis,
IFC’s commitment volume declined in FY09 but
recovered in FY10, reaching a record high of $11
billion; this increase was driven by substantial
growth in its short-term trade finance program.
The financial instruments of all three institutions
were concentrated in the Latin America and the
Caribbean and Europe and Central Asia Regions
in FY08-10—the two regions most affected by
the crisis. These two regions accounted for 17
percent of developing country population, and
they accounted for 43 percent of Bank lending, 46
percent of IFC investments, and 76 percent of
MIGA issuance.

Case studies show that WBG crisis mitigation
actions have been effective in the short term,
although the longer-term effectiveness of the
substantial new investments remains to be
seen. The Bank’s financial capacity, accumulated
knowledge, and ongoing dialogue with countries
facilitated its substantial response. Additional fi-
nancing to existing projects was an important
means of accelerating resource transfer. Case stu-
dies indicate that Bank financing helped govern-
ments signal to markets that they had the financial
capacity to intervene if needed, introduce a fiscal
stimulus, or maintain social and infrastructure de-
velopment programs. The longer-term effective-
ness of these measures remains to be seen, how-
ever. IFC’s response was important and creative,
including through creation of a new Asset Man-
agement Company. However, its response was
slowed by the need to raise funds and build intet-
nal capacity. MIGA’s response supported capital
infusions into the banking sector in Europe and
Central Asia.

Attention to disaster prevention and prepared-
ness under the new WBG strategy has im-
proved, but given the substantial challenges,
this area still needs strengthening. Evaluations
indicate that the Bank has made relevant and sub-
stantial contributions to reconstruction efforts after
natural disasters. However, in half the countries
where the Bank financed disaster reconstruction,
disaster prevention and preparedness was not part
of the country strategy. More effective disaster re-
sponse projects took differing vulnerabilities into
account so as to not increase social inequities.
Notwithstanding the need to react quickly, long-
term objectives need to be integral to emergency
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responses. Following the Asian tsunami, IFC grant
funding helped existing clients contribute to recov-
ery efforts. However, some commercially driven
initiatives can be undermined by abundant grant aid
flows through international and nongovernmental
organizations in post-disaster situations.

The WBG has recognized and is supporting
mitigation of the serious risk to development
posed by climate change. The WBG has been a
leader in emphasizing the need for global and
country action, but given the growing threats, ac-
tions by countries and the WBG have a long way
to go. In FY03-08 the WBG increased investment
in renewable energy (mainly hydropower) and
energy efficiency from $200 million to $2 billion
and mobilized more than $5 billion in concession-
al funds for greenhouse gas reduction. Available
evidence indicates that some energy efficiency
projects offer high economic returns while reduc-
ing greenhouse gas emissions. In Ethiopia, for
instance, a $5 million investment in efficient com-
pact fluorescent light bulbs prevented the need to
spend more than $100 million to lease and fuel
polluting diesel generators. In China, IFC’s energy
efficiency finance program supported nearly 100
energy efficiency projects, such as heat and gas
recovery power generation that reduced green-
house gas emissions. The Global Environment
Facility has supported more than 1,600 protected
areas worldwide, covering 360 million hectares,
much of it through the Bank. The WBG-
supported carbon finance initiative, however, has
not yet significantly catalyzed wind or hydropower
investments.

Improving Governance and Public Sector
Effectiveness

WBG activities to support improved gover-
nance and public sector effectiveness in-
creased sharply in FY08-10. The Bank aims to
support better public sector management by help-
ing countries improve the effectiveness and effi-
ciency of civil service, public financial manage-
ment (PFM), governance (particularly to reduce
corruption), and access to judicial services. Bank
tinancial support for public sector reform (PSR) is
often embedded as part of other operations rather
than as freestanding PSR operations; an accurate
assessment of Bank support for PSR is therefore
difficult. Approximate classifications indicate that
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total Bank PSR lending has increased since 2005.
IFC seeks to promote good corporate governance
practices among its clients, which can contribute
to reducing corruption.

There is a discrepancy between country and
project-level outcome ratings on public sector
reform. Of Bank PSR projects that exited in
FY08-10, 83 percent had satisfactory projects
outcomes. However, at the country level, 47 per-
cent of country programs that were completed
and reviewed in FY08-11 achieved PSR objec-
tives. The discrepancy between project and coun-
try outcome ratings needs further analysis. A pre-
liminary hypothesis is that lending projects may
focus on the relatively easier “low hanging fruit,”
such as public financial management—which is
less politically sensitive and within the control of a
single ministry—whereas a country assessment
might highlight the lack of progress in other criti-
cal areas such as civil service reforms or anticor-
ruption. Moreover, even if individual projects did
well in their focus areas, other parts of the gover-
nance agenda in the country strategy might have
not been addressed because of lack of continued
demand by the government.

Incremental approaches in public sector
reform have been more effective than complex
and comprehensive ones. There is no clear cor-
relation between Bank PSR lending and improve-
ments in public sector management, as measured
by Country Policy and Institutional Assessment
(CPIA) scores for public sector themes, with
scores declining about as often as rising in coun-
tries having PSR lending in 2007-09. Although
one cannot infer causation here, because many
factors affect the CPIA besides the Bank lending
program, the lack of correlation marks a change
from the 1999-2006 period, when there was a
positive correlation. Evaluations of individual
projects and country programs have found that
where Bank PSR interventions did not do well,
they were often too complex in relation to local
capacity. In contrast, there have been relatively
good outcomes among programs with more in-
cremental, phased objectives. Consistent Bank
engagement in PSR issues over time, through di-
alogue, analytical and advisory activities (AAA),
and follow-up interventions has helped countries
deepen and consolidate reforms.



Evaluations indicate continued difficulties in
achieving civil service reform objectives.
Among recent country program evaluations, five
of the six ratings for the civil service reform sub-
pillar were unsatisfactory. Evaluations point to
several factors behind the limited degree of suc-
cess. Civil service reforms are politically sensitive
and high-level commitment to fully implementing
them often wavers. In addition, civil service re-
forms are often outside the control of the Ministry
of Finance, and effective implementation requires
a broad consensus that is usually not present.
Progress also depends on the broader labor mar-
ket, as in some counttries, civil servants voluntarily
left and created space for reform when new jobs
were created in the private sector.

The past pattern of effective support for im-
provements in public financial management
has continued. In recent years, Bank support to
improve PFM and tax administration has signifi-
cantly increased, in part because of more in-depth
treatment of PFM in the Bank’s AAA. In seven of
nine recent country program evaluations, out-
comes of activities related to PFM were satisfacto-
ry. In several country programs, while the overall
PSR goals were not met, good progress was found
in specific areas of PEM. One factor behind this
relative success was that these reforms were usual-
ly under the direct control of the Ministry of
Finance, limiting the need for broader consensus
building. A few examples indicate effective IFC
contributions to municipal revenue management
capacity, although the evaluated sample is small.

Among recent country program evaluations,
the achievement of anticorruption objectives
was unsatisfactory in 7 of 10 countries. The rela-
tively limited data suggest that ways have yet to be
found to make interventions to reduce corruption
effective. A recent IEG evaluation found that the
WBG-supported Extractive Industries Transparen-
cy Initiative contributed to improved transparency
of payments and revenues, but there is as yet no
clear evidence of the hoped for tangible benefits
such as improved revenue management and re-
duced corruption (IEG 2011g). IFC has had suc-
cess in helping introduce corporate governance
codes in Middle East and North Africa countries.
Eight of nine IFC advisory operations in corporate
governance had successful outcome ratings. Evalu-
ations showed effective IFC support in helping
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seven Middle East and North Africa countries de-
velop and adopt corporate governance codes, al-

though the impact of these measures has not been
established.

The Bank has been gradually building a port-
folio of lending operations and AAA activities
aimed at improving justice systems and insti-
tutions. In-depth project evaluations indicate
some successes in improving access to quality jus-
tice services. In Ecuador and Guatemala, for ex-
ample, Bank-supported projects helped rationalize
management, improve human resources alloca-
tion, and expand access to justice for marginalized
groups. However, other cases have been less suc-
cessful. Among six recent country program evalu-
ations that assessed justice sector interventions,
outcome ratings in the justice area were unsatis-
factory in four. Evaluations pointed to successes
in delivering physical outputs, such as constructing
court facilities, but also to a lack of clear progress
in improving the functioning of the judiciary.

Overview of Development Effectiveness by
WBG Institution

World Bank Development Effectiveness

IEG reviews of 64 Country Assistance Strategy
Completion Reports (CASCRs) in FY08-11
found that country program objectives were
substantially achieved in 58 percent. Objec-
tives related to expanding economic opportunities
were achieved in 69 percent of countries, human
development objectives in 67 percent, mitigation
of socioeconomic and environmental risk objec-
tives in 60 percent, and governance and public
sector management objectives in 47 percent.

Outcome ratings of Bank-supported projects
exiting in FY08-10 were similar to those exiting
in FY05—07, but outcomes deteriorated in the
Middle East and North Africa Region. Among
Bank-financed projects that exited the portfolio in
FY08-10, 76 percent had satisfactory outcome rat-
ings, compared with 79 percent in FY05-07, a dif-
ference that is not statistically significant. Sectors
with the lowest proportion of satisfactory projects
were education, energy and mining, and HNP. In
the Middle East and North Africa Region, outcome
ratings dropped from 82 percent satisfactory in
FY05-07 to 54 percent in FY08—10. Lower ratings
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in the Region were associated with the quality of
public sector management and institutions. In 2008,
7 of 10 (70 percent) countries in the Region had
low CPIA governance and public sector manage-
ment scores (below 3.2), compared with 42 percent
across the Bank. Outcome ratings in the region
were also lowered by unsuccessful operations in
Iran that were undermined by factors such as inter-
national sanctions that complicated implementation
of projects and lack of both Bank staff and gov-
ernment counterpart familiarity with each other’s
policies and procedures. In addition, several unsa-
tisfactory projects in Algeria were undermined by a
loss of government commitment to projects after
the oil price increases after 2005.

Country program and project outcome ratings
are lower in countries with weaker public sec-
tor management. CASCR Review outcome rat-
ings were correlated with the quality of public sec-
tor management and institutions in the country.
Only 21 percent (4 of 19) of programs in countries
with low public sector management CPIA scores
had satisfactory outcome ratings. Bank-supported
project outcome ratings were also lower in coun-
tries with low public sector management quality.
There was at least 11 percent difference in outcome
ratings among projects in low CPIA countries and
projects in medium or high CPIA countries that
exited in FY05-07 and FY08-10.

Although risks are higher, the Bank has
played a key role in several fragile and con-
flict-affected states (FCS). Bank-supported
project outcome ratings in FCS do not show sig-
nificantly worse ratings than in other countries.
Evaluations indicate that despite high risks and
success in only a narrow set of areas, the Bank has
played key roles in several FCS. In the West Bank
and Gaza, the IEG country evaluation found that
Bank had an “important and irreplaceable” role
and was widely credited with keeping the main
state institutions afloat during the worst crises
(IEG 2011k). In Timor-Leste the Bank worked
closely with the donor community to help realize
outcomes in the reconstruction period, often un-
der challenging conditions (IEG 2011i). In Leba-
non the Bank was a key development pattner dur-
ing a difficult period, helping keep longer-term
development goals in sight. In Sierra Leone, the
Bank effectively used both investment and policy
loans to advance the decentralization agenda and
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build capacity for improved budgeting and public
financial management.

IFC Development Effectiveness

Development outcomes of IFC-supported
projects have substantially improved, includ-
ing in the Middle East and North Africa Re-
gion. In the 2008-10 cohort of evaluated projects
supported by IFC, 73 percent had successful de-
velopment outcome ratings, a 10 percentage point
increase from the previous 3-yeat period (2005—
07). Within regions, a high proportion of success-
ful outcome ratings were found in Latin America
and the Caribbean (79 percent) and Middle East
and North Africa (80 percent). The improvement
in the Middle East and North Africa, a region with
historically low outcome ratings, is an important
achievement, although the impact of the current
political turmoil in the Region on IFC’s clients and
project outcomes remains to be seen. In IFC’s
Africa Region, the proportion of projects with
successful outcome ratings was 74 percent in
2008-10. A higher number of repeat projects, im-
proving business climates, and strengthening fi-
nancial sectors underpin these outcome ratings.

IFC sector outcome ratings have varied accord-
ing to the riskiness of the sector as well as indi-
vidual project risks. Results were stronger in in-
frastructure and oil, gas, and mining and weaker on
a project-by-project basis in agribusiness, manufac-
turing and services, and ICT. Within the ICT sec-
tor, information technology projects proved partic-
ularly risky, but on a portfolio basis they achieved
their expected financial results. Pootly performing
general manufacturing projects ranged from light
manufacturing to larger plastics production suffer-
ing from lower-than-expected sales growth—an
indication of weaknesses in underlying competi-
tiveness.

Among IFC’s Advisory Services, the Access to
Finance business line had the highest propor-
tion of successful development effectiveness
ratings. Among IFC’s Advisory Services evaluated
in FY08-10, 64 percent had successful develop-
ment effectiveness ratings. Among the business
lines, Access to Finance had the highest proportion
of successful projects (74 percent), followed by
Investment Climate (64 percent) and Sustainable
Business (62 percent). Fewer than half of Infra-
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whole), 70 percent had satisfac-

Objective Number

% Number | %

tory development outcome rat-
ings. Eighty-eight percent of

Country Program Outcomes (percent satisfactory)

projects were found to have con-

tributed to broader private sector

Overall FY05-07 FY08-11
verall outcome 64 53 development goals. Develop-
Expanded economic opportunities 64 69 ~ mentoutcomes also reflected
Enhanced human development 64 67  high business performance and
Mitigation of socioeconomic and environmental risks 58 60  economic sustainability. Success-
Improved governance and public sector effectiveness 58 47 fal projects were linked with
World Bank Operational Outcomes (percent satisfactory) more experienced investors. Al
. FY05-07 FY08-10 .
All evaluated Bank operations ST 9 57 76 most all successful projects had
- — sponsors and project managers
Expanded economic opportunities 415 82 248 80 with previous expericnce in th
Enhanced human development 202 73 129 67 previous experience ¢
Mitigation of socioeconomic and environmental risksa 126 87 84 74 hOSt country or another develop-
Improved governance and public sector effectiveness 74 69 56 77 1ngcountry.
IFC Investment Project Development Outcomes (percent successful)
. CY05-07 CY08-10 The highest proportion of
All evaluated IFC projects 2 o = 220 7 successful MIGA outcome
Expanded economic opportunities 165 63| 210 72 ratings was in the financial
Financial sector 67 72 97 69  sector. By sector, 80 percent of
'{gfr alsguctt“r e ‘25 2‘3 gg ;g financial sector projects eva-
eal Sector
Enhanced human development 9 67 10 80 luated had Success,ﬁﬂ d;ye;op
MIGA Project Development Outcomes (percent satisfactory) ment outcome ratings, higher
FY09-11 than development outcome rat-
All evaluated MIGA projects 7 70 ings of infrastructure projects
Expanded economic opportunities 17 70 (60 percent satisfactory) and

Financial sector
Infrastructure
Real sector

go  those of real sector projects (71
percent). Projects that had un-
71 successful development out-

Source: |EG.

Note: The ratings for each WBG institution are based on different methodologies and are
not comparable with each other. Ratings are by number of projects. Entries in italics
provide a different classification for IFC and MIGA, as most of their projects fall into just

one category of growth.
a. Trend is statistically significant at p <= 0.05.

structure advisory projects were successful (42 per-
cent). The strategic relevance of one-quarter of IFC
advisory services projects was low. Examples of
projects with low relevance included those in which
circumstances had changed following the global
financial crisis or those selected because of an exist-
ing client relationship rather than an assessment of
actual needs.

MIGA Development Effectiveness

Among MIGA-supported projects, successful
development outcome ratings were linked with
more experienced investors. Among a sample of
17 ex post evaluations conducted in FY09—11 (that
cannot be extrapolated to MIGA’s portfolio as a

comes tended to have low busi-
ness success as a consequence
of flaws in the project design.
Examples include a credit line to
a financial institution that had
excess liquidity; an unbalanced
risk-sharing arrangement between the investor and
the government; and a renewable energy project
whose concession area was nearly depleted.

Institutional Determinants of Effectiveness

Various factors within the control of each insti-
tution influence the development outcomes of
its interventions. Outcomes of WBG interven-
tions are seen at the project, country program, and
thematic and global levels and are reflected by a
combination of results indicators. These outcomes
are a function of three factors: the WBG’s man-
agement of factors within its own control, or zustitu-
tional performance; the client’s management of factors
within its control (government, private sector com-
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pany); and external factors, such as exogenous
shocks or the performance of other partners. At its
broadest level, ustitutional performance comprises
which strategic objectives the organization pursues;
its priorities and deployment of resources (lending,
investments, guarantees, advisory activities); how it
delivers its services and products; which organiza-
tional structures, management systems, and incen-
tive frameworks it adopts; how it deploys its inter-
nal financial and human resources; and how it
leverages its activities through coordination and
partnerships across the WBG and with external
parties.

Determinants of WBG Development Effectiveness

Development Effectiveness of
WBG Interventions

External

WBG Client Factors

Performance Performance

(Factors in the (Factors in the
control of WBG control of the

institutions) client)

(Exogenous
shocks, other
parter
performance)

WBG projects that have satisfactory institu-
tional performance are more likely to have sa-
tisfactory development outcomes. Although the
correlation is significant for the Bank and IFC, the
coefficient declines from the Bank to IFC to
MIGA. This might partly be explained by the de-
gree of control that each institution exercises over a
project. The Bank works closely with a government
to design and implement a project and thereby has
a significant degree of influence over it. IFC, as a
financier of a project, has a say in the project’s
structure and operation, but many factors remain in
the hands of the private company. As a political
risk insurer, MIGA typically enters a transaction
toward financial closure, when many of the design
decisions have already been concluded. As MIGA
is neither a lender nor an equity holder, it does not
supervise projects and has minimal leverage in in-
fluencing operations, other than through the con-
tractual requirement to comply with environmental
and social performance standards.
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Institutional Performance and Project Outcome Ratings

Development outcome rating (percent
satisfactory/successful)

Institutional

performance World Bank IFC MIGA

rating FY08-10 CY08-10 FY09-11

Satisfactory 93 82 77
(n=400) (n=170) (n=13)

Unsatisfactory 17 40 50
(n=117) (n=47) (n=4)

Source: |EG.

Note: The ratings for each WBG institution are based on different
methodologies and are not comparable to each other.

Institutional Determinants in the World Bank

In FY08-10, Bank commitments increased to
$133 billion, compared with $73 billion in
FY05-07. The increase was mainly in new com-
mitments in the Burope and Central Asia and Latin
America and the Caribbean Regions. The use of
policy-based lending and additional financing in-
creased substantially, including the use of lending
with a Deferred Drawdown Option. The use of
nonlending technical assistance also increased. Sev-
eral new Bank instruments and initiatives are being
introduced, including streamlined processing of
operations and a new Program-for-Results lending
instrument.

Bank institutional performance ratings in
projects evaluated declined in FY08-10.
Among projects that exited in FY08-10, Bank
performance was rated satisfactory in 77 percent,
compared with 82 percent in FY05-07. In good
measure that was because, in the Middle East and
North Africa, Bank performance was satisfactory
in 47 percent of projects. IEG reviews of CASCRs
in FY08-11 found Bank performance satisfactory
in 73 percent of country programs. By sector, the
water and transport sectors had the highest pro-
portion of satisfactory Bank performance ratings.

Quality at entry ratings among completed
projects that exited the portfolio in FY(08-10
were lower than those of previous periods.
Quality at entry was rated satisfactory in 68 percent
of projects evaluated in FY08—10 (approved in var-
ious years from the mid-1990s to the late 2000s), a
decline from the 78 percent satisfactory among
projects exiting in FY05-07. Quality at entry was
lowest among projects in the Middle East and
North Africa Region (49 percent satisfactory), while



ratings among project completed in Latin America
and the Caribbean dropped from 85 percent satis-
factory in FY05-07 to 64 percent in FY08-10.
Across sectors and regions, factors accounting for
lower quality at entry ratings included lack of clarity
of objectives, poor results frameworks, inadequate
monitoring and evaluation frameworks, poor as-
sessment of the capacity of counterpart agencies,
and unrealistic assessments of political economy
issues.

Supervision quality ratings in completed op-
erations were relatively high. The quality of
supervision of Bank-supported projects was high,
with Bank supervision performance rated satisfac-
tory in 83 percent of FY08-10 projects. Good
practices in supervision from evaluations include
carly identification of problems and timely ad-
justments to address design and implementation
weaknesses; good coordination between the Bank,
implementing agency, and key stakeholders; fre-
quent and intensive missions by teams consisting
of specialists from all relevant sectors; good conti-
nuity among Bank teams; and high-quality and
timely Bank staff advice on procurement, dis-
bursement, and financial management issues.

Several recent country evaluations point to the
need for real-time monitoring of country strat-
egies and timely adjustments when needed. In
Algeria, for example, the Bank did not adequately
address the declining relevance of its strategy as oil
prices rose sharply and the government’s priorities
changed considerably. In Azerbaijan, the Country
Partnership Strategy Progress Report missed the
opportunity to adjust the WBG’s strategy follow-
ing signs of weak macroeconomic management,
emerging project implementation problems, and
difficulties in the policy dialogue. Implementation
of the strategy as originally designed placed the
Bank in a position of high lending levels, sharply
deteriorating portfolio quality, and ineffective pol-
icy advice that led to disappointing outcomes.

The Bank’s recent experience in Albania illu-
strated that weaknesses in one aspect of Bank
performance can undermine all its operations
in a country. During the last Country Assistance
Strategy period in Albania (evaluated by IEG in
FY10) lack of clarity and communication on how
its safeguard policies are applied had broad detri-
mental impacts. In one project, the Bank’s safe-

SUMMARY

guard policy on resettlement conflicted with Alba-
nian law and led to tension with the government.
A series of ensuing negative consequences signifi-
cantly slowed the pace and curtailed the scope of
implementation of all Bank programs in the coun-
try. The fallout from the tension was still being
felt at the end of the Country Assistance Strategy
period, although the government had indicated its
willingness to move on.

The Bank has made good progress in harmo-
nizing activities in low-income countries with
other donors. A recent evaluation found that the
Bank has undertaken some joint strategies with
other donors, but the high transaction costs en-
tailed for all parties often exceed the benefits, whe-
reas coordinated strategies have been a good alter-
native IEG 20111). There has been limited
progress on selectivity due in part to government
and donor demand for the Bank’s broad presence.
Bank strategies have been aligned with country
priorities, and there has been good progress in
building project implementation into country sys-
tems. Although the Bank has emphasized the use
of country financial management systems, further
progress in the use of country financial manage-
ment and procurement systems has been con-
strained by inadequate capacity in the countries,
weaknesses in public financial management sys-
tems, and the Bank’s fiduciary obligations. The
Bank’s donor coordination activities were generally
effective in reducing transaction costs to the gov-
ernment, improving the policy dialogue, and build-
ing government capacity.

Institutional Determinants in IFC

Following a drop immediately after the onset of
the crisis, IFC commitments recovered in 2010.
The global financial crisis affected IFC’s commit-
ment volume in the short term. Commitments in
FY09 declined to $8.6 billion from $10.4 billion in
FY08, reflecting increased uncertainty and post-
ponement of investment decisions during the crisis.
Volume recovered to a record level of $11 billion in
2010, driven by short-term trade finance. The re-
gional distribution of IFC commitments also
shifted, with volume in IFC’s Middle East and
North Africa and Africa Regions increasing sub-
stantially. IFC commitments in International De-
velopment Association (IDA) and IDA-blend
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countries rose from 24 percent to 31 percent of its
total net commitments.

WBG Operations (percent of total, unless in bold)

for IFC. There has also been a shift from project

finance to corporate finance and investments in

financial intermediaries. Traditional project
finance now accounts for about a
third of IFC’s new commitments.

Mobilizing funds from other

2005-07 2008-10 . .
partners has also received in-
Number | USSM__| Number I USsM creased emphasis. Advisory set-
World Bank Operations vices have continued their
World Bank lending projects total 1,096 72,912 1,258 133,103 growth and have become an in-
Expanding economic opportunities 52 61 48 58 creasingly important part of
Enhancing human development 21 17 19 16 IFC’s activities.
Reducing vulnerability 14 13 20 14
Improving public sector effectiveness 13 9 13 12 IFC’s project work quality h?‘fs
World Bank Nonlending Services 2913 586 3.075 671 been high and stable overall in
total g ’ investment services, although
Expanding economic opportunities 46 47 48 45 advis?ry serv.ices assessments
Enhancing human development 15 16 14 18 have 1ns.uffi01ent 1’nformat10n.
Reducing vulnerability 14 15 15 14 on efficiency. IFC’s work quali-
. . . ty was assessed as successful in
Improving public sector effectiveness 25 23 23 23 .
' G 79 percent of projects evaluated
: _ perations in 2008-10. This level of high
IFC investment projects total 841 17,295 1,173 31,490 work quality has been stable, but
Expanding economic opportunities 95 98 96 97 there have been recurrent weak-
Enhancing human development 5 2 nesses in certain areas such as
Reducing vulnerability 1 2 5 9 overly optimistic projections,
Improving public sector effectiveness shortcomings in appraising legal
IFC advisory projects total 295 523 ?ﬂd regulatory ?ﬂVifOﬂmeﬁtS, and
Expanding economic opportunities 80 impetfect security atrangements.
Enhancing human development 3 In Ad‘flsor57 Serv1.ces, more thgn
. " two-thirds of projects had satis-
Reducing vulnerability 13 . ,
Improving public sector effectiveness 5 factory or better ratings on IFC’s
P . role and contribution. Efficiency
. HIGAOReratons was rated satisfactory or better in
MIGA projects total 95 3,889 59 4,939 more than half of the evaluated
Expanding economic opportunities 100 100 100 100 projects, but there were wide
Source: IEG. variation and limited focus on

Note: The amount in US$M refers to total commitments for Bank lending; total
expenditure for Bank AAA (from initiation to delivery); total net commitment for IFC

reporting efficiency.

investments; total project expenditure for IFC advisory services; and gross exposure for

MIGA guarantees. Because of rounding, and also mapping of some IFC investment
projects as supporting multiple objectives, percentages may not add up to 100.

The share of short-term trade finance in IFC’s
total net commitments rose from 11 percent in
2007 to 31 percent in 2010. With banks less will-
ing to assume the risk of corresponding banks
during the crisis, demand for IFC’s Global Trade
Finance Program (GTFP) rose sharply. The
GTFP provided a less capital-intensive mechan-
ism through which IFC was able to respond to
client demand. However, as recognized by IFC,
GTFP will not provide long-term capital growth

XXiv

Improved regional outcomes
in the Middle East and North
Africa Region are aligned to
efforts to improve IFC work
quality in the region, although the impact of
recent political events remains to be seen. The
proportion of satisfactory work quality ratings in
the Middle East and North Africa Region was 73
percent in 2008—10. There has been better selec-
tivity in operations. A key change was the estab-
lishment of a regional hub in Cairo in 2006 that
strengthened IFC’s capabilities on the ground.
The Region was a strategic priority for IFC and a



larger budget allocation allowed for an increase in
staff in the field offices. The establishment of the
Private Enterprise Partnership for the Region in
2004 sought to expand synergies between invest-
ments and advisory services. Consequently, nearly
half of advisory services expenditures were on
investment-related advisory services or public-
private partnership advisory work in 2007.

Institutional Determinants in MIGA

MIGA’s volume of new guarantees issued re-
mained level during the crisis, although its
outstanding portfolio grew. MIGA’s annual
volume of guarantees was $1.5 billion in FY09 and
$1.4 billion in FY10, compared with an average of
$1.3 billion annually in FY05-07. Although annual
volume remained level, MIGA’s total outstanding
portfolio reached an all-time high of $7.7 billion in
gross exposure in FY10, because of a sharp drop
in the rate of cancellations during the crisis.
MIGA’s guarantee issuance in the last three years
was mainly in International Bank for Reconstruc-
tion and Development (IBRD) countries in the
Europe and Central Asia Region. MIGA’s expo-
sure in IDA countries was high compared with the
share of foreign direct investment flows in these
countries, accounting for 23 percent of guarantees
issued by volume and 51 percent by number,
compared with 5 percent of foreign direct invest-
ment flows. Financial sector guarantees represent
the largest share of MIGA business by volume.
The recent modification of MIGA’s Convention
has broadened its offerings to include coverage of
freestanding debt as well as existing assets.

MIGA'’s performance on strategic relevance
was high in evaluated projects. Overall, 76 per-
cent of projects evaluated in FY09-11 were rated
satisfactory with respect to MIGA’s performance.
A large majority (94 percent) had satisfactory or
better ratings for strategic relevance and MIGA’s role
and contribution. Financial sector projects, MIGA’s
most important business segment in recent years,
were concentrated in Europe and Central Asia
transition economies and made relevant contribu-
tions.

The sample of project evaluations shows a
consistent issue with the quality of underwrit-
ing, but further evidence is needed to estab-
lish linkages to development outcomes.

SUMMARY

Among the 17 projects evaluated in FY09-11, the
quality of underwriting (with respect to assess-
ment, underwriting, and monitoring) of projects
underwritten between FY06 and FY(09 was worse
than those underwritten before FY06. Five of the
seven evaluated projects underwritten between
FY06 and FY09 performed poorly in this respect,
as opp