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FOREWORD

The Annual Report on Operations Evaluation (AROE) fulfills a statutory
responsibility of the Operations Evaluation Department (OED)—to attest
to the progress, status, and prospects of development accountability and

organizational learning within the World Bank. This year’s AROE, grounded in a
10-year retrospective of monitoring, evaluation, and risk management systems in
the Bank, documents remarkable progress. Further adaptation will be needed to
respond to the new demands of the corporate strategy and the Bank’s endorsement
of the Millennium Development Goals. 

Background
The shift toward an implementation culture dates
from an internal Bank review, commonly referred
to as the “Wapenhans report,” commissioned by
President Preston in 1992. It brought into sharp
relief the disappointing performance results doc-
umented by OED, and it succeeded in shifting
managerial attention from the approval of individual
loans to proactive portfolio management. In 1994,
accountability for results on the ground was fur-
ther enhanced by the creation of an independent
Inspection Panel equipped to investigate local com-
munities’ allegations of Bank failures to comply with
agreed policies. 

Further intensification of the managerial focus
on development effectiveness has taken place
under the leadership of President Wolfensohn. The
Executive Directors provided strong support to the

President’s initiatives and contributed to the cul-
ture of results by adding a Committee on Devel-
opment Effectiveness (CODE) to the Board’s
oversight structure. A new risk assessment and con-
trol framework (COSO) was adopted. A profes-
sional corruption and fraud investigation unit
was created. A quality assurance and compliance
unit to improve safeguard policy performance
was introduced within the Environmentally and
Socially Sustainable Development Vice Presi-
dency.

Most important, a Quality Assurance Group
(QAG) was set up to track operational quality and
development risks in real time. OED launched its
renewal, which focused on filling evaluation gaps,
enhancing organizational learning, and moving
evaluation to the higher plane of country and
sector programs. 



Evolving Corporate Strategies
The “country focus” of the operational matrix, the
Comprehensive Development Framework (CDF),
the Poverty Reduction Strategy Paper program
(PRSP), and the Heavily Indebted Poor Country
(HIPC) initiative have put the country “at the
center” of Bank operations. Aid coordination and
capacity building services have assumed a higher
profile in country assistance strategies. Knowl-
edge and partnership have replaced resource trans-
fer and conditionality as favored instruments of
operational assistance. The scope and number of
institutional partnerships—many with a regional
and global reach—have expanded rapidly. 

These changes have received broad-based sup-
port from the development community. So have
the Bank’s efforts to emphasize country per-
formance in lending resource allocations, to for-
mulate explicit sector strategies in consultation
with partners, and to recast policies so as to draw
clearer distinctions between mandatory “do no
harm” safeguards and “do good” socially and en-
vironmentally sustainable practices. 

A decision matrix weighted toward the Re-
gions has contributed to tensions between the
Bank’s country focus and its implementation of
more comprehensive and rigorous operational
standards. In weak institutional environments
and where borrower commitment has been lack-
ing, excessive transaction costs, high operational
attrition rates, and risk aversion have hindered de-
velopment effectiveness. Further efforts to balance
the matrix and improve the linkages between
country programs and sector strategies would
improve the Bank’s development effectiveness. 

Progress in Evaluation, Control, and Risk
Management 
Complex challenges for evaluation, control, and
risk management have emerged as the Bank’s strat-
egy evolved toward a more comprehensive ap-
proach. In 1997, poverty reduction was
incorporated in the Bank’s mission statement and
the Strategic Compact channeled incremental re-
sources toward social development, governance
reform, and increased participation with the pri-
vate sector and the civil society. In parallel, CODE
endorsed a new evaluation strategy designed by

OED in consultation with management. It sought
to respond to an unprecedented transformation in
the strategies, products, services, and internal cul-
ture of the Bank.

By creating incentives for quality work and
measuring progress, QAG and OED contributed
to significant improvements in operational out-
comes. The quality of economic and sector work
also improved after independent and self-
evaluation of analytical and advisory services got
under way. As the country rather than the proj-
ect became the unit of account, OED’s country as-
sistance evaluations (CAEs) became a standard
evaluation product. New-style OED sector and
policy evaluations have informed the Bank’s new
sector strategies and the recasting of operational
policies. In parallel, development effectiveness has
become a focus of the Bank’s research program, and
the World Bank Institute (WBI) has embarked on
a major expansion of its training programs and col-
laborative partnerships so as to inform partners
about the lessons of development experience.

Remaining Challenges 
Major challenges remain despite the substantial
progress achieved. Monitoring, evaluation, and
risk management capacities must be enhanced fur-
ther to meet the demands of the corporate strat-
egy and the conclusions of the recent United
Nations Conference on Financing for Development
in Monterrey, Mexico. The consensus emphasizes
results at country and global levels, knowledge for
development, and partnership. Self-evaluation has
yet to move to the “higher plane” of country, sec-
tor, and global programs. Most of the Bank’s knowl-
edge programs have yet to embody clear objectives,
precise modalities, and explicit fiduciary require-
ments; and Bank country assistance strategies and
collaborative multicountry programs do not de-
lineate precisely the shared goals, distinct ac-
countabilities, and reciprocal obligations of partners.

This means that development effectiveness
monitoring and evaluation work within the Bank
should converge with similar efforts under way
within the development community at large. For
all development agencies, monitoring and eval-
uation remains the weakest link in the risk man-
agement chain. The Evaluation Cooperation
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Group of the Multilateral Development Banks
(MDBs) has achieved considerable progress with
respect to retrospective evaluation methods at
project level. But little progress has been made in
building monitoring and evaluation systems within
developing countries. Nor has harmonization of
country program evaluation processes and meth-
ods been achieved among MDBs, bilateral donors,
and U.N. partners. 

At the global level, the Bank has endorsed the
Millennium Development Goals (MDGs). They
commit the development community to specific
aggregate targets based on agreed principles of de-
velopment cooperation, but do not entail specific
country and sector programs, nor commitments
of resources or reform of developed country poli-
cies on debt, aid, trade, and migration. While the
MDGs should help to concentrate scarce aid re-
sources on common priorities, the potential mis-
match between ends and means involves
considerable risks. 

To manage these risks, a collaborative approach
to performance measurement along with com-
mensurate capacity development efforts will have
to be deployed. The choice and implementation
of cost-effective and credible approaches to mon-
itoring inputs, outputs, and outcomes and evaluat-
ing the results of development assistance have
become strategically important for the whole de-
velopment community. The Bank should reach
out to partners to promote harmonization and ca-
pacity development for performance measure-
ment and management. 

Internally, the recent focus at the highest lev-
els of Bank management and the international de-
velopment community on demonstrating results
should help overcome the obstacles that have
stood in the way of the results-based manage-
ment practices recommended by OED. In par-
ticular, the time has come for the Bank to develop
practical performance measures at a project, coun-
try, and corporate level, for internal use, as well
as a recast Bank scorecard, to be used as an external
reporting vehicle. 

Recommendations
Results-based management will be realized only
if self-evaluation is strengthened at all levels, if in-

dependent evaluation contributes to improving
methods and indicators for country, sector, and
global monitoring and evaluation, and reliable data
generated by countries are incorporated in mea-
suring results. The agenda for improved moni-
toring and evaluation includes providing guidance
on the overarching evaluation framework and
filling gaps in the tracking systems of lending
and nonlending services, grants, and partner-
ships. More transparent Country Assistance Strat-
egy (CAS) and Sector Strategy Paper (SSP)
processes should be complemented by rigorous
self-evaluation. Against this background, the
AROE recommends that actions be taken on four
fronts, three by management and one by OED:
• At the corporate level, senior management should

develop performance measurements that will
enable management and the Board to track
Bank achievements at project, country, and
global levels in relation to the MDGs. It should
implement an integrated risk management
framework to facilitate the administration of
financial, operational, developmental, and rep-
utational risks faced by the Bank. In this con-
text, it should make explicit the strategic risks
and rewards of operational policies and cor-
porate strategies.

• Strengthen the evaluation and control framework
for sector strategies, partnerships, and grants. The
operational shift to the higher plane of policy
and sector strategies needs to be backed by ad-
equate network accountability for sector per-
formance measurement and management of
instruments and services. Management and
OED should develop a concise operational pol-
icy that provides an overarching evaluation
framework. Project-level monitoring should be
treated as a fiduciary responsibility to ensure that
adequate monitoring is in place before Board ap-
proval. The “evaluability” of grant-financed ac-
tivities should be improved. For all partnerships,
clearer distinctions in accountability and more
accurate specification of quality assurance, eval-
uation, and oversight should help to minimize
conflicts of interest and increase responsiveness
to developing country needs.

• At the country level, risk assessment and learn-
ing should be improved by developing a com-
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prehensive approach that incorporates fiduci-
ary assessments into the Country Assistance
Strategy. The results should inform the Coun-
try Assistance Strategy. Self-evaluation at the
country level needs to be integrated into coun-
try programs while CASs need to select veri-
fiable indicators that are solidly grounded in
country processes. 

• Finally, OED will need to improve and dis-
seminate more widely its evaluation method-
ologies for country evaluations and increase the
transparency of the evidentiary basis of its eval-
uations. It should help Regions and Network
Anchors incorporate self-evaluation in coun-
try assistance and sector strategies, which would

improve the ability of the Bank to measure its
performance without compromising the in-
dependence of OED’s analyses. It should ad-
dress the independent evaluation needs of
global and regional programs; better monitor
and evaluate compliance with safeguards; tar-
get more effectively the dissemination of sec-
tor and thematic evaluations, and use a wider
range of dissemination tools.

ROBERT PICCIOTTO

DIRECTOR-GENERAL

OPERATIONS EVALUATION
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INTRODUCTION

This year’s Annual Report on Operations Evaluation focuses on both risk
management and monitoring and evaluation, which are closely related.
Risk management involves identifying, assessing, mitigating, and

controlling the risks to development objectives and the Bank’s reputation.
Monitoring and evaluation measure whether intended outputs, outcomes, and
impact are being achieved. A results-based management system needs risk
management, sound monitoring and evaluation, and reliable performance
indicators from client countries. 

Over the past ten years, the way the Bank does
business has changed substantially to take ac-
count of its more demanding external environ-
ment. New approaches include matrix
management, decentralization, new instruments,
greater focus on broad partnerships, and greater
transparency. As a result, its risk profile has become
more complex and demands on managing risks
have become greater. Because OED is concerned
with the Bank’s development effectiveness, this re-
port focuses on the systems in place to manage the
risks to achievement of development effectiveness
and the associated reputational risks, and on the
monitoring and evaluation systems in place to
measure whether the development objectives have
been achieved. This report does not deal with fi-
nancial risks or business operating risks, nor with
the reputational risks arising from either of these.

In the early 1990s, the Bank tracked projects
and lending amounts as the primary measures of
success. Management focused mainly on loan ap-
provals, with less attention and few incentives
for identifying and assessing risks, monitoring
implementation, or measuring outcomes. By the
end of the decade, the Bank had become more fo-
cused on measuring the quality of lending. Struc-
tures and systems had been put in place to address
fiduciary, operational, and safeguard risks of lend-
ing, and to assess the quality of some nonlending
activities. Both self-evaluation and independent
evaluation had improved. The internal culture
began to shift toward managing risks and assess-
ing progress toward goals. But an unfinished
agenda remains. The Bank has yet to develop a
systematic approach to assessing risks at the coun-
try level, or to establish links between inputs or

11



the quality of Bank operations and outcomes at
country, sectoral, and global levels. 

This year’s Annual Report on Operations Eval-
uation (AROE) follows the mandate established
for OED twenty-six years ago to assess, on an an-
nual basis, progress in monitoring and evaluating
the development effectiveness of the World Bank.
It does not report on the evaluation findings per
se. These are the subjects of another OED flag-
ship report: the Annual Review of Development
Effectiveness (OED 2001a). 

As in last year’s report and at the Board’s re-
quest, this year’s AROE examines both risk man-
agement and monitoring and evaluation, and uses
the COSO internal control framework as the or-

ganizing principle (box 1.1). The report also draws
on reports from Operations Policy and Country Ser-
vices (OPCS) and the Quality Assurance Group
(QAG); OED evaluations, ongoing and completed;
and interviews with staff in Regions, Network An-
chors, Development Economics Vice Presidency
(DEC), and World Bank Institute (WBI).

The AROE takes stock of how far the Bank has
come over the past ten years in developing both
risk management and monitoring and evalua-
tion. In particular, this report examines the extent
to which the Bank has adopted the recommen-
dations of recent AROEs, as well as the extent to
which OED has adopted recommendations per-
taining to its own products and services. 
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The main objectives of using the COSO process are to ensure:
(i) Reliabilitiy of financial reporting; (ii) Compliance with ap-
plicable laws and regulations; and (iii) Efficiency and effec-
tiveness of operations.

The AROE focuses on this third objective and asks: to what
extent are the controls in place in the World Bank sufficient to
ensure both the efficiency and the development effectiveness
of operations?

The five components of COSO are used as an organizing
principle in the report:
• Control environment establishes the foundation, the struc-

ture and incentives, for the internal control system, based on
clearly articulated institutional objectives.

• Risk assessment involves the identification and analysis of
relevant risks to achieving objectives and forms the basis of
how risks should be managed.

• Control activities are the policies, procedures, and practices
that ensure that management’s directives are carried out and
the institution’s mandate is fulfilled.

• Monitoring involves external oversight of the internal controls
or use of independent methodologies within the process to
measure whether controls are adequate and the objectives
are being met.

• Information and communication support the other four com-
ponents by communicating the necessary information in a
timely, digestible way that enables staff to perform their func-
tions.

Source: COSO 1994, pp. 3–5.
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THE CONTROL 
ENVIRONMENT

This chapter reviews the evolution of the mandate, structures, functions,
and internal culture of the Bank. All have an impact on the control
environment, which establishes the foundation for the internal control

system. Many positive changes have occurred in all four areas over the last ten
years. Remaining challenges are to improve the control framework for new
knowledge activities and partnerships; develop a more coherent framework for
evaluating programs and assessing risks; and ensure better monitoring to measure
results. 

The mandate, structures, functions, and internal
culture of the Bank have undergone profound
transformations in the last decade. The 1992
Wapenhans report commissioned by President
Lew Preston sounded a wake-up call for the
World Bank as well as other multilateral devel-
opment banks. It reported a sharp decline in the
quality of the portfolio and lending outcomes1

and recommended that the Bank: (i) emphasize
the quality of loans, focusing on quality at entry
and risk analysis; (ii) focus more on portfolio per-
formance management; (iii) emphasize a coun-
try focus for project implementation issues; (iv)
promote borrower commitment and accounta-
bility; and (v) strengthen the role of independ-
ent evaluation. Over the past decade, the Bank
has responded with new initiatives, procedures,
structures, and resources (see box 2.1 for Mile-
stones).

The Bank’s mandate has, since 1990, become
more clearly focused on poverty reduction. The
Bank has joined with the rest of the development
community in an ambitious venture: helping client
countries reach the Millennium Development Goals
(MDGs) by the year 2015 (box 2.2). Units through-
out the Bank (operational, support, research, train-
ing) have begun to realign their work programs to
reflect this commitment to explicit development out-
comes at the global level. The formulation of the
MDGs offers the opportunity—only partially ex-
ploited to date—to monitor and evaluate the out-
comes of the Bank’s assistance in a context of
interlocking development partnerships. This is a for-
midable undertaking because the linkages between
individual MDGs and the sectoral and thematic pri-
orities of the Bank are manifold and complex. 

The focus on MDGs introduces challenges
that include aligning the MDGs at the country
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level with priorities of client country and donors
and attributing results to individual partners. Im-
proved aid coordination2 and effective use of the
Comprehensive Development Framework (CDF)
processes and Poverty Reduction Strategy Papers
(PRSP) can foster this alignment by putting
poverty reduction at the center of the development
effort and establishing monitorable indicators to
measure progress. This is connected to the drive
toward a Knowledge Bank and the increased re-
liance on partnerships to implement new initia-
tives, with client countries, with development
partners at the regional and global levels, and
within the Bank. Both the control environment
and the evaluative framework for these activities,
as previous AROEs have pointed out,3 remain un-
derdeveloped. OED currently has two evalua-
tions under way that address several of these
issues.4

Structures and functions have been introduced
throughout the Bank to identify risks, to assess

their importance, and to manage them (box 2.1).
The list is long and impressive and these initia-
tives have served to reinforce the risk control
framework. A key initiative relating to risk man-
agement has been the creation of the Quality As-
surance Group (QAG) in 1995. Even as its role
has evolved (e.g., toward assessing the quality of
analytical and advisory services), QAG’s method-
ology and findings have been internalized through-
out operations. In addition, since last year,
structures and functions have been introduced to
bridge gaps identified in previous AROEs (OED
2001b, pp. 11, 22) on safeguard compliance,
trust fund use, and partnerships. These include
the Integrated Safeguard Data Sheet, the Trust
Fund Reform Program, the Trust Fund Quality
Assurance and Compliance Unit, and the Part-
nership Assessment Tracking System. It is still
too early, however, to judge their effectiveness. 

The internal culture has changed. Staff and
managers recognize the need to identify and as-
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1992: Wapenhans report recommended focus on quality at
entry, supervision, and quality of portfolio.

1993: Action plan presented to Board to improve development
effectiveness (following Wapenhans report).

1994: Inspection Panel becomes operational.
1995: Quality Assurance Group created to monitor quality at

entry; develops system for Portfolio at Risk;
COSO adopted as the Bank’s internal control framework
to help assess its controls and make improvements; 
Control Self Assessments workshops started.

1996: Internal Audit Department charged with assessing inter-
nal controls in the Bank.

1997: Quality Assurance Group begins to assess quality of su-
pervision and economic and sector work;
Strategic Compact: goals articulated; Bank reorganized,
decentralized; matrix management introduced.

1998: Loan Administration Change Initiative introduced; finan-
cial management specialists hired; Development Grant 
Facility established; Quality units established in some
Regions and Network Anchors.

1999: Enterprise Risk Management (risk assessment tool) in-
troduced into financial complex; Monitoring and Evalu-
ation Task Force established.

2000: Department of Institutional Integrity merges the former
Corruption and Fraud Investigations Unit and the Office
of Business Ethics and Integrity; Risk Management Task
Force findings; Partnership Council and Business Part-
nerships and Outreach Group established. 

2001: Quality Assurance and Compliance Unit established in
ESSD Network for safeguard compliance; Partnership
Assessment Tracking System (PATS) put in place; Guide-
lines for financial assessments and financial monitor-
ing reports revised; Integrated Safeguard Data Sheet,
Risk Assessment and Compliance Monitoring Sheet in-
troduced.

2002: Trust Fund Reforms proposed; Trust Fund Quality As-
surance and Compliance Unit established; Risk Man-
agement Secretariat to Management Committee
established.

M i l e s t o n e s  i n  t h e  C o n t r o l  F r a m e w o r k  
f o r  R i s k  M a n a g e m e n t
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sess risks and to put in place mitigation measures.
Project appraisal processes and implementation
progress reporting reflect risk assessment and
compliance. Managers receive regular reports in-
corporating risk assessments and have responsi-
bility for managing the risks. At the same time,
the increased focus on risk assessment (combined
with inadequate support systems and mixed own-
ership of institutional priorities among Regional
managers and borrowing governments) has fos-
tered risk-averse behavior. The increased costs of
complying with environmental and social safe-
guard policies are resulting in Bank and borrower
avoidance of high-risk, high-reward operations.5

A shift to country-level risk management and at-
tention to strengthening fiduciary and safeguard

processes at a country level may help to contain
the cost of doing business in individual projects
and avoid enclave operations that cannot easily be
scaled up. In addition, the tightening of mecha-
nisms for safeguard compliance will have to be
matched by adequate systems for mea-suring out-
comes, mediating conflicts, and building bor-
rower capacities to deliver socially and
environmentally sustainable results. There is not
yet a coherent approach to risk management
throughout the institution, although senior man-
agement has begun to develop an integrated ap-
proach to address remaining significant gaps in the
accountability and learning system. Both the gaps
and measures to address them are described in
Chapters 3–6. 

T H E C O N T R O L E N V I R O N M E N T
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The 1990 World Development Report (WDR) on Poverty was fol-
lowed by a Policy Paper and an Operational Directive that ar-
ticulated the Bank’s mandate to combat poverty. A decade later
OED found that this strategy had a significant and positive im-
pact on the Bank’s operational work. 

At a country level, Country Assistance Strategies (CAS) have
improved their poverty focus; the second CAS retrospective
found that the percentage of CASs with satisfactory or better
poverty focus increased between FY96 and FY99 from 20 to 67 per-
cent. In addition, the Poverty Reduction Strategy Paper (PRSP)
introduced in 1999 is to provide the basis for a country-driven,
results-oriented framework for assistance. As of end-2001, 52

low-income countries had completed either Interim PRSPs or full
PRSPs, and another 7 were under way. 

At a sectoral level, the nine sector strategy papers pro-
duced between FY97 and 01 had explicit links to poverty re-
duction.

At a global level, the Bank published a second WDR on At-
tacking Poverty in 2000. In the past two years, the Bank has
been refining its strategic framework to customize its assistance
for middle- and low-income countries and for low-income coun-
tries under stress. In addition, DEC, working with Networks,
has identified a set of indicators to measure progress in reach-
ing the Millennium Development Goals. 
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RISK ASSESSMENT

Risk assessment is the identification and analysis of risks to achieving
objectives, to help determine how they should be mitigated and managed.
This chapter finds that risk assessment for lending activities is more

advanced than for nonlending activities (such as trust funds, grants, and
partnerships), although recent progress has been made in these areas as well.
Overall, risk assessment for individual lending and nonlending products and
activities is better than for country programs as a whole. At the corporate level, risk
management is still at an early stage.

This chapter has four sections. The first examines
how risks are assessed for lending operations in the
pipeline (before Board approval) and during im-
plementation. A section covering risk assessments
for trust funds, grants, and partnerships follows.
The third section looks at risk assessment at the
country level, and the final section covers risk as-
sessment at the corporate level. 

Lending: Risk Assessment for Projects in
the Pipeline and under Implementation
For projects in the pipeline, risk assessments ten years
ago were addressed through quality control
processes, involving peer review and several lay-
ers of managerial review. In projects for which eco-
nomic rates of return were estimated, the impact
of development effectiveness risks was expected
to be assessed through sensitivity analyses.1 These
continue to be done where feasible, while greater
awareness of other, specific risks—fiduciary and

safeguard—has led to a more comprehensive ap-
proach. For example, all investment lending must
have a financial management assessment, under
guidelines revised in FY02, that identifies and
categorizes fiduciary risks and proposes mitigat-
ing measures to be undertaken prior to or during
implementation. Similarly, for safeguards, new sys-
tems for ensuring compliance and for improved
risk assessment were put in place starting in FY01.
The risk assessment includes a safeguard risk re-
view in each Region (box 3.1), with assistance from
the Quality Assurance and Compliance Unit
(QACU). Network Anchors support quality en-
hancement on demand through Quality En-
hancement Reviews. QAG assessment of these
processes in Quality at Entry (QAE) exercises
found greatly enhanced quality in fiduciary aspects,
and more modest progress on the quality of risk
assessments and monitoring and evaluation sys-
tems (table 3.1). 
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Some types of risks are normally assessed in ad-
justment operations, such as ownership of policy
reform, commitment, and capacity to comply
with conditionality. Other risks are less consistently
identified and assessed, including the linkage of
policy reforms supported under the operation to
poverty reduction; acceptance of the reforms by
the client country’s population; and fiduciary and
safeguard risks.2 All of these need further atten-
tion. The revised guidelines under preparation for
adjustment lending should consider how adjust-
ment operations will deal more directly with the
high-risk safeguard and fiduciary regimes that
should be documented in the relevant CAS. 

Monitoring and evaluation (M&E) are inte-
gral to a robust risk management system but re-
main a major weakness in project design. Without
good M&E, it is not possible to assess the links
between lending assistance and development out-
comes and to assert that development objectives
have been met. Project risk assessments would be
more reliable if they were based on past experi-
ence and demonstrable results. Risk assessment
could be further enhanced by a better apprecia-
tion of the risks at a country level, including po-
litical, social, technical, financial, and natural
risks, where they are relevant to each operation.
This is discussed below. 
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Each Region has developed methods for assessing risks. East
Asia (EAP) pioneered the use of readiness filters, now used in
both the Middle East and North Africa (MNA) and Europe and
Central Asia (ECA) Regions, and has started a broader Coun-
try Portfolio Performance Review, carried out quarterly, with
particular focus on safeguard and fiduciary risks and at-risk
projects. EAP carries out Special Operational Reviews to iden-
tify issue- and country-based risks, such as child labor. In
MNA, the readiness filter aims to reduce portfolio riskiness, im-
prove quality of new projects, and accelerate implementa-
tion, and consists of about eight indicators tailored to each

country. In addition, high-risk projects in the lending program
have a special review of the Regional Operations Committee.
In the Africa Region, risk criteria include size of project, type
of project, country, and sector. ECA and the Latin America and
Caribbean (LAC) Regions have a regional risk management
committee with representatives from within and outside the Re-
gion to review all projects that are considered higher risk.
LAC also reviews risks of ongoing projects twice a year as part
of the portfolio review. South Asia Region, by contrast, is more
decentralized, with greater reliance on risk assessment by
country managers.

R e g i o n a l  A p p r o a c h e s  t o  R i s k  A s s e s s m e n tB o x  3 . 1

Percent satisfactory or better
CY97 CY98 CY99 CY00-FY01

Overall quality 82 86 89 94

Fiduciary aspects 77 89 95

Risk assessment and management 72 72 73 78

Selected safeguards

Environmental assessments 94 92 91

Natural habitats 93 89 75

Forestry 75 100 89

Involuntary resettlement 90 78 87
Source: QAG data.

Note: Safeguard percentages are based on small samples and differences over time are not statistically significant.

Q u a l i t y  o f  R i s k  M a n a g e m e n t
P r o c e s s e s
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Projects under implementation. In 1992, the
Wapenhans Report recommended moving away
from a project-by-project approach to portfolio
management and adopting a country-based ap-
proach. This was done with the introduction of
Country Portfolio Performance Reviews (CPPRs),
which look for countrywide systemic risks to de-
velopment effectiveness of ongoing projects and
measures to address them. CPPRs are still used
today and are supplemented by the Portfolio at
Risk (PAR) system, introduced in 1996 by QAG.
The PAR identifies projects at risk as well as the
extent to which actions have been taken on risky
projects. These data are now used not only at a
country level, but also by Regions, Network An-
chors, and at the corporate level. The PAR has
thus served to sharpen the institution’s awareness
of development risk management. On the other
hand, the absence of quantitative performance in-
dicators related to the weakness of project M&E
lowers the credibility and increases the com-
plexity of the Bank’s performance measurement
approach. 

In turn, the reliability of the systems for assess-
ing portfolio at risk may have decreased over time
as staff faced incentives to avoid signaling risk.3

QAG is proposing revisions to improve the reli-
ability and realism of assessed outcomes. In ad-
dition, monitoring of risk mitigation by the
borrower during project implementation has not
kept pace with risk assessment during the ap-
praisal process. It was only in mid-FY02 (four years
after the Bank introduced guidelines for financial
assessments of investment projects prior to Board
approval), for example, that the Bank added the
requirement to report on the status of financial
management in supervision reporting. OED, too,
could enhance accountability by more systematic
reliance on verifiable performance indicators in its
evaluations and more rigorous monitoring of fi-
duciary and safeguard compliance in Bank oper-
ations. 

Grants, Trust Funds, and Partnerships
Grants have become increasingly important in the
Bank. Although they do not entail financial risks
to the balance sheet, they do carry many of the
same development and reputational risks as lend-
ing operations, as well as other risks (box 3.2). Over

the years, OED has highlighted weaknesses in the
control framework and evaluation of grants.4 Since
1998, in particular, these aspects have been
strengthened. The 1999 operational policy for
grants has made the eligibility criteria more trans-
parent. The Development Grant Facility (DGF),
also set up in 1998, has improved progress re-
porting and introduced stricter guidelines for exit
criteria and periodic monitoring. In line with
OED recommendations contained in a grant
process review,5 evaluations of major programs
have been carried out, which help ensure better ac-
countability in the use of funds, although the de-
gree of independence has varied substantially across
these evaluations.6 Further improvements are called
for in four areas highlighted in the 1998 review.
These include use of outside experts to enhance
objectivity and strengthen technical expertise in the
approval process; strengthening further the arm’s-
length relationship in programs that are substan-
tially in-house to avoid real or perceived conflict
of interest;7 strengthening and monitoring exit
strategies, to avoid indefinite dependence on Bank
funding; and uneven grant completion reporting,
financial reporting, and evaluation to strengthen
accountability.

Trust Funds. In FY93, OED noted that few
trust funds, apart from a few large ones, were
subjected to consistent procedures for approvals,
reporting, or self-evaluation. Successive OED
studies have traced incremental improvements
in these processes. But in the wake of internal re-
views and audits, the Bank undertook a reform
of trust fund management in FY02 to simplify
their use and improve controls at all levels. The
reform includes: (i) integrating trust fund allo-
cations better into resource planning of the Bank;
(ii) simplifying and standardizing criteria for el-
igibility and replacing ex ante approvals by donors
with more thorough and timely ex post report-
ing; (iii) introducing an administrative fee. The
action plan includes strengthening the monitor-
ing and reporting on the use of the trust funds,
a completion note, and more comprehensive and
detailed reporting to donors. A Trust Fund Qual-
ity Assurance and Compliance Unit (TQC) has
been set up. Training and a certification procedure
will soon be put in place for staff responsible for
use of the trust funds. These initiatives are wel-

R I S K A S S E S S M E N T
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come and should be monitored in the future by
the Internal Audit Department (IAD).

Partnerships have grown dramatically in the
past ten years. Reliable figures on the total num-
ber of partnerships, the administrative funds in-
volved, or the flow of managed funds through
partnerships are not yet captured systematically
in the Bank’s information systems. In recognition
of the risks involved (box 3.2), the control envi-
ronment has been strengthened. In FY99 the
Partnership Council was established to provide ad-
vice and share information, and in FY00 the
Business Partnership and Outreach Group was re-
organized to provide guidance on partnerships
with private sector entities. In FY01, explicit cri-
teria for new partnerships were established. In
FY02, a pilot Partnership Approval and Tracking
System (PATS) was put in place to integrate sev-
eral processes into one, including grant applica-
tion, a trust fund initiating brief, approval of
senior management through a concept note, and
risk assessment for partnerships. The PATS will

also provide centralized information in real time
on the Bank’s regional and global partnerships. 

Some gaps need further attention. Most part-
nerships are open ended, lack clear performance
objectives, and do not delineate precisely the dis-
tinct accountabilities and obligations of partners.
The lack of distinction between partnership and
global programs, or among global, institutional,
and regional partnerships, makes it unclear when
criteria for global and regional partnerships apply.
Until PATS can capture all ongoing partnerships,
senior management cannot have a complete pic-
ture of aggregate or systemic risks of Bank part-
nerships. Finally, although Network Anchors are
responsible for preparing new programs and over-
seeing ongoing ones, accountability is diffuse for
global strategy formulation and for “quality at
entry” and other aspects of quality assurance cur-
rently shared among Legal, Resource Mobilization
and Cofinancing, OPCS, and Strategy and Re-
source Management. This fragmentation, in turn,
clouds accountability for outcomes.
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Grants are resources provided out of Bank income for special pro-
grams. They include country-based grants such as the Institutional
Development Fund; post-conflict support to particular countries;
and grants made in partnership with other donors, such as the
Consultative Group on International Agricultural Research.

Trust funds are resources provided by other donors or agen-
cies, entrusted to the Bank for use in a wide range of modalities.
They include the Heavily Indebted Poor Countries Trust Fund
and the Global Environmental Facility; programmatic trust funds,
such as Japan’s Policy and Human Resources Development Fund;
consultant trust funds; and single-purpose trust funds.

In addition to development effectiveness risks, risks of both
grants and trust funds include: dependency, using outside sup-
port for activities that would otherwise make claims on Bank
or client resources; strategic, arising from approving grants or
administering trust funds for purposes that may not align with
the Bank’s priorities; and cost-effectiveness, arising from the
costs of administering smaller grants or trust funds, with diverse

arrangements. In addition, grants may not be limited to situations
where lending is not appropriate and no other source of fund-
ing is available (subsidiarity principle). For trust funds, fiduci-
ary and reputational risks can arise from a failure to fulfill
agreements with donors. 

Partnerships are operational relationships with other insti-
tutions, entailing shared objectives but distinct accountabilities
and reciprocal obligations. They may be partly funded through
the DGF or trust funds. They bring important benefits, including
opportunities for mutual learning about development assis-
tance, leveraging administrative resources and Bank financing,
broadening reach, and facilitating delivery of regional and global
public goods. But they also carry significant risks, including de-
velopment effectiveness, if partners prove ineffective or ineffi-
cient in their role; reputational, if partners engage in activities
inconsistent with the Bank’s mandate; and unfair advantage
risk (partners should accept limits to publicity of their partner-
ship with the Bank).

G r a n t s ,  T r u s t  F u n d s ,  P a r t n e r s h i p s :  W h a t
T h e y  A r e ,  W h a t  R i s k s  T h e y  M a y  I n v o l v e  
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Risk Assessment at the Country Level
Many elements of risk assessment at the country
level have been carried out for years. These include
credit risk analysis (integral to decisions on lend-
ing to IBRD countries) and the use of perform-
ance assessments as a guide for allocating IDA
resources. More recently, the Bank increased and
improved instruments for core diagnostics, of
which two are used to determine eligibility for
Poverty Reduction Strategy Credits (PRSCs) (box
3.3). The choice of instruments has broadened and
currently provides a substantial tool kit for coun-
try risk assessment.

Quality management of some of these instru-
ments could be further improved and management
is taking actions: CPARs and CFAAs have been
mainstreamed as core ESW products, which should
provide greater management attention to their
quality and delivery, removing gaps in coverage,
and their systematic use in preparation of Coun-
try Assistance Strategies. Additional improvements
should occur as guidelines are refined on the scope
and content of these exercises and Bank staff gain
more experience and learn from best practices.8 An-
other area that needs attention is potential over-
lap with other donors, including the IMF, who have
relevant diagnostic instruments, in order to avoid
creating a burden on client countries.9

The CAS, since its inception in FY91, has in-
cluded a section on risks, although the assess-
ments need further sharpening and coverage. The

CASs do not generally distinguish between coun-
try risks and risks to the implementation of the
Bank’s strategy, and OED found in its Country
Assistance Evaluations that CASs often minimize
risks or fail to mention important ones (Annual
Review of Development Effectiveness [ARDE] 00,
pp. 22–23). 

Following up on the work of the Middle-
Income Countries Task Force, Europe and Cen-
tral Asia Region (ECA) has begun to integrate
public expenditure reviews (PERs), CFAAs, and
CPARs into a single assessment, and East Asia
and Pacific Region (EAP), specifically in the Philip-
pines, is trying to do this in conjunction with the
CAS. In other Regions, welcome integrative efforts
are also under way. Such integrated analysis will
permit a more comprehensive view of country
risk and development challenges. A yet more com-
prehensive approach is suggested in box 3.4. 

Risk Assessment at the Corporate Level
Senior management is putting in place an inte-
grated approach to risk management for Bank ac-
tivities. In 2000 the Risk Management Task Force
recommended that the recently created Manage-
ment Committee address risks related to the Bank’s
development effectiveness and reputation. As
OED pointed out, this is a critical and appropri-
ate role for senior management. For risk manage-
ment at the senior level to be effective, the strategic
risks of policies and corporate goals need to be de-
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Country Procurement Assessment Reports (CPARs) and Country
Financial Accountability Assessments (CFAAs) are tools to di-
agnose procurement systems and financial accountability sys-
tems in client countries. CPARs have been carried out for many
years as a fiduciary requirement for Bank lending. In 1998 new
guidelines broadened them to serve a developmental objective
as well. The first CFAAs were in 1998 and as of end-FY01, 22 had
been carried out; they have continued to evolve in scope and con-
tent since their introduction. 

Starting in FY01, the CFAA and CPAR are two of the five core
diagnostic economic and sector work (ESW) elements for each
borrower. Public Expenditure Reviews are a third core diagnostic

report, which analyze the equity, efficiency, and effectiveness
of public spending allocations and management (the other two
core diagnostic reports are poverty assessments and country eco-
nomic memorandum/development policy review). 

In addition, the Bank and Fund have a joint program for as-
sessing the vulnerability of a country’s financial system. The Fi-
nancial Sector Assessment Program (FSAP) was started toward
the end of FY99 as a response to the Asian crisis, and as of end-
December 2001, 18 FSAPs had been completed and 18 were
under way in client countries. The results of these assessments
often feed into Bank assistance strategies, operational work, and
policy dialogue on structural reform.

R i s k  A s s e s s m e n t  T o o l s  a t  t h e  
C o u n t r y  L e v e l  
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fined, priorities established for which control gaps
and overlap need attention, and accountabilities
clarified throughout the institution for risk man-
agement at the country, sector, and project levels.
In addition, better information flows in both di-
rections (upwards about risks and downwards
about priorities and tolerances) are needed.

The Board, through both the Audit Commit-
tee and CODE, will need to provide oversight to

this system and to confirm its request for OED
and external auditors to attest to the adequacy of
risk management arrangements. In particular,
Board oversight bodies should ensure that the
control mechanisms (including audit, evaluation,
and control) are properly designed, are allowed to
operate without interference, and are effectively
connected to day-to-day management through ap-
propriate mechanisms.
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A comprehensive country risk assessment would include a
checklist of potentially relevant risks, distinguishing between
fiduciary (affecting efficacy and efficiency of Bank assistance)
and developmental (those that should be addressed for capac-
ity building purposes). For fiduciary risks, the analysis would be
incorporated into the CAS, with a proposal for how Bank as-
sistance could be tailored in light of those risks. The depth of
the analysis could also be tailored to the Bank’s past and potential
exposure (largest borrowers). For any given country, not all of
the risks listed below would be relevant, and the focus would
be only on those risks that related to the development effec-
tiveness of the proposed Bank assistance program.

• Political: extent of ownership of reforms, the nature and strength
of political opposition; an analysis of winners and losers in a
changing policy environment; the possibility of civil unrest.

• Legislative: extent to which current legislation could im-
pinge on development programs/projects.

• Social: ethnic conflict; labor unrest; child labor issues; in-
creased income inequality. 

• Financial: creditworthiness. 
• Fiduciary: public expenditure allocations; how expenditures

are monitored, controlled, and reported on; procurement rules
and practices. 

• Environmental: legal and regulatory environment and insti-
tutional capacity for enforcement; implications of privatiza-
tion of mines; industry; and other potentially polluting activities. 

• Natural disasters: probability of hurricanes, floods, drought,
earthquakes, pests, and crop disease that should affect de-
cisions on investments in infrastructure. 

• Economic: world prices; noncompetitive structures and be-
havior in suppliers of goods and services.

• Reputational: Partner with agencies that could have objec-
tives inconsistent with the Bank’s mandate.

• Evaluation of assistance: risks identified by analysis of past
experience at country level. 

S a m p l e  C h e c k l i s t  f o r  C o u n t r y  
R i s k  A n a l y s i s  

B o x  3 . 4



1 3

CONTROL ACTIVITIES

This chapter reviews the Bank’s control activities, which comprise the
policies, procedures, and practices ensuring that management’s directives
are carried out and the institution’s mandate is fulfilled. This chapter

reviews Bank guidelines, the processes of quality enhancement for lending and
nonlending, monitoring and self-evaluation of projects, and the practices of
Control Self Assessments (CSAs) and Enterprise Risk Management. Overall,
control activities have been expanded and improved considerably in the past ten
years. Management should continue its activities to address remaining weaknesses
in project monitoring, control activities for economic and sector work, and
accountability for CSA.

Bank Policies and Guidelines
The Bank’s operational policies form the basic
guidance for Bank staff on implementation of
the Bank’s development strategy. The process of
converting the former Operational Directives
(OD) to Operational Policies and Bank Procedures
(OP/BP) has been ongoing since 1993, and as of
2001, most had been converted (box 4.1), with
the notable exception of particularly complex
policies. Of the five still in process (poverty re-
duction, adjustment lending, indigenous people,
involuntary resettlement, and cultural heritage),
when last year’s AROE was produced, only the
OP/BP for involuntary resettlement has been
sent to the Board for approval. There remains a
need to streamline the public consultation and in-
ternal review processes for policy review. 

Quality Assurance/Enhancement 
of Lending
Quality Assurance Group (QAG). Since its cre-
ation in 1995, QAG has occupied a central role
in quality assurance related to Bank operations.
Increasingly, quality assurance has been taken up
by Regions and to a lesser extent the Network An-
chors, using QAG criteria, data, and techniques
for monitoring quality at entry, quality of super-
vision, and quality of ESW. Quality enhance-
ment reviews (QERs), introduced by QAG to
improve the quality of lending operations at an
early stage in their design, are now used by most
Regions and some Network Anchors. Both Re-
gions and Network Anchors actively follow up
trends in QAG indicators. Analysis of QAG find-
ings is in the next chapter.
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Quality Assurance Activities in the Regions and
Network Anchors. The Regions have taken up the
role of quality assurance for lending, both pipeline
and portfolio, although there are large differences
among the Regions in terms of structures, focus,
and functions (see Annex 2). Five Regions (except
EAP) initiate QERs for projects in the pipeline
for between 5 to 20 percent of projects. All Re-
gions monitor the riskiness of their portfolios
(box 3.1); and all have processes for focusing on
problem areas, by country and by sector. 

Network roles in quality enhancement vary.
The Human Development (HD) Network is the
most active, initiating them on request for roughly
70 percent of HD projects in the pipeline. All Net-
work Anchors monitor, usually on a quarterly
basis, the quality of their respective portfolios
and contact sector managers in the Region to
discuss problems.

Regardless of the formal accountability for
quality, it is clear from interviews with staff in both
Regions and Network Anchors that, in practice,
Regions bear the major responsibility for quality.
Network Anchors provide quality enhancement
on demand through cross support, peer review,
and QERs. Although they monitor quality on a
regular basis, staff in anchors and in sector “qual-
ity units” do not “control” quality at entry or
quality of the portfolio, but function instead as
a support service. The extent to which network
management can be held accountable for quality
assurance remains unclear.1

Support activities for safeguard compliance have
been strengthened. It was only in 1997 that the
concept of safeguard policies was introduced, and
ten policies relevant to safeguards were identified.
Prior to that, compliance with individual policies
was ad hoc and inadequately monitored. In FY01,

the Quality Assurance and Compliance Unit
(QACU) was established in the Environment and
Socially Sustainable Development Network with
substantial resources to ensure appropriate risk as-
sessment and facilitate compliance with guidelines.
The Safeguard Management and Review Team
(SMART) was set up in 2001 as a safeguard sec-
tor board, with representatives of QACU, OPCS,
the legal department, and the Infoshop: its main
function is to clarify guidelines and review issues
arising in Bank policies and practices on safe-
guards. 

In FY02, the Integrated Safeguards Data Sheet
(ISDS) was introduced for use by task managers,
identifying the safeguards involved in investment
projects. The ISDS is to be part of the Project In-
formation Document (PID), and thus available
to the public. In addition, for internal use, selected
projects also must have a Risk Assessment and
Compliance Monitoring sheet. IAD recently au-
dited the ISDS and found that the system is per-
forming adequately but its reliability and efficiency
have not yet been tested conclusively.  

Monitoring and Self-Evaluation at the
Project Level 
Monitoring at project level is important for ensuring
that management’s directives are carried out and for
measuring whether the anticipated inputs, out-
puts, and outcomes have been achieved. Self-eval-
uation at the project level is critical to assessing
causality between inputs, outputs, and outcomes,
and measuring to what extent the institution’s
mandate is being fulfilled through lending. 

The system of monitoring in projects remains
weak, in spite of repeated OED and QAG rec-
ommendations and episodic efforts over the last
decade to strengthen it (box 4.2). This has been
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Although senior management and Executive Directors are reg-
ularly provided with information on conversions under way, with
expected completion dates, further information is needed to
strengthen oversight of the process: (i) how many and which ex-
isting ODs and their predecessors, Operational Manual Statements,

still need conversion to OP/BPs, and which ODs and their pred-
ecessors are no longer valid and will not be converted; (ii) a list
of all conversions in process, and their stage of conversion; (iii)
a timetable for the conversion of those under way; and (iv) a list
of OP/BPs needing an update and a proposed timetable for this.

C o n v e r s i o n  a n d  U p d a t i n g  P r o c e s s  
o f  O P / B P :  P r o g r e s s  R e p o r t i n g
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attributed to a combination of lack of incentives
and guidelines for Bank staff, and limited borrower
capacity. To date, the Bank has responded with in-
creased levels of training for Bank staff and a pro-
gram of Evaluation Capacity Development in
borrower countries (see Chapter 5, box 5.1), but
as yet, there is no coherent framework, set of
guidelines, core staff, database, or thematic group
that can guide these efforts. To provide an over-
arching framework for both self-evaluation and in-
dependent evaluation, a concise Operational Policy
(OP) should be prepared. This OP would serve as
the logical and appropriate umbrella for subsidiary
documents, including a Bank Procedure (BP) on
the “Generation, Dissemination, and Utilization
of the OED Findings,” and would also provide the
framework for incorporating evaluation and self-
evaluation policies and procedures into the up-
coming OPs on the mainstays of operational work.

Project evaluation has seen better progress than
monitoring, within the context of new guide-
lines for implementation completion reports
(ICRs) issued in 1995. OED reviews the quality
of the ICRs in terms of compliance with guide-
lines and ratings (on outcome, sustainability, and
institutional development impact). Out of 286
FY01 ICRs reviewed as of end-February 2002, 92
percent were satisfactory, compared to an his-
toric average of about 95 percent. Rating changes
between ICRs and OED’s evaluation summaries
have remained relatively constant for outcome
in the last few years, with a net rating change (the
percentage of ratings downgrades minus upgrades)
of around 4 percent (see Annex 1 for details). 

In FY00, the Bank reformed the ICR process
further, with the introduction of Intensive Learn-
ing ICRs (ILIs); about 30 percent of the projects
were to have a more in-depth report. In FY00 and
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The Bank has long recognized weaknesses in project-level
M&E and made efforts to address them. The 1992 Wapenhans
report pointed out weaknesses and a 1994 review by OED found
lax enforcement of existing guidelines and directives and rec-
ommended enhanced staff training, recruitment of staff with
M&E skills, and a focus on selected sectors. In 1995 OED noted
some improvement in the incorporation of key performance in-
dicators in appraisal reports. In 1996, the logical framework (log
frame) was introduced, to enhance the development of appro-
priate monitoring indicators of inputs, outputs, outcome, and im-
pact. A Bankwide Working Group on M&E was established in
1999, which made further recommendations, including devel-
oping evaluation capacity in client countries on a pilot basis.

In spite of these initiatives, OED found that monitoring sys-
tems for implementation had been put in place in only 60 per-
cent of projects that exited in FY01, the same level as four years
ago. The quality of the five components of the monitoring sys-
tems (clear objectives; a set of indicators; clear responsibility
for data collection and management; capacity building; and
feedback from M&E) has improved steadily over the last four
years; in operations exiting in FY01, 59 to 78 percent of the com-
ponents were judged to be high or substantial. QAG found in the

fourth Quality at Entry Assessment, covering operations through
FY01, that monitoring implementation progress had improved to
91 percent satisfactory or better, but arrangements for measur-
ing outcomes and evaluating impact remain, at 73 percent sat-
isfactory or better, among the weakest aspects of quality. Perhaps
most critical, during implementation, OED rated the use of per-
formance indicators and borrowers’ provision of M&E data as
substantial or high in only 40 percent and 36 percent (respec-
tively) of operations exiting in FY01. 

The M&E Improvement Program was launched by OPCS in
FY01 to address some of these weaknesses, in Bank and bor-
rower operations, including work at the national and sector
level, as well as at the project level. The program includes ef-
forts to increase the Bank’s own M&E capacity, focused initially
in two Regions (AFR and ECA) and two sectors (HD and Com-
munity-Driven Development) and efforts to improve evaluation
capacity development in borrower capacity in seven pilot coun-
tries, focused at a country and sector level, rather than a proj-
ect level. If these efforts are successful, improvements should
be visible in QAG and OED evaluations in the future. 

Source: OED and QAG data. 
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the first half of FY01, only 10 percent of the
ICRs were ILIs. OED found no significant dif-
ference in quality between the ILIs and more
conventional ICRs (see Annex 1). Further im-
provements in ICR guidelines are needed. For ex-
ample, they should be tailored to Adjustable
Program Loans and Learning and Innovation
Loans, as these are new products. In addition,
more demanding standards for performance in-
dicators should be introduced in order to en-
hance the credibility of evaluation ratings. 

Quality Assurance for Economic 
and Sector Work (ESW)
Until FY97, there was little self-evaluation or in-
dependent evaluation of ESW; the main forms of
quality assurance for ESW were peer reviews and
managerial oversight. In July 1997, the Bank in-
troduced Activity Completion Sheets (ACSs) in
an effort to initiate systematic self-evaluation,
but few ACSs are filled in. In 1998, QAG began
to assess formal ESW, based initially on method-
ology proposed by OED, and later expanded to
include dissemination and early indicators of
likely impact. Based on a sample of reports, QAG
has found an improving trend in overall quality,
from 72 percent satisfactory in FY98 to 91 per-
cent in the FY01 cohort.2

In the past, QAG has drawn its sample from
a population that excluded informal or “un-
scheduled” ESW and process activities, such as
country monitoring briefs, economic modeling,
risk assessments, and work on the Country Pol-
icy and Institutional Assessment (CPIA). These
activities comprised about one-quarter of total
Bank resources on ESW over the FY98-01 period.
In addition, substantial analytic work financed
through trust funds such as the Energy Sector
Management Assistance Program (ESMAP), Pub-
lic Private Infrastructure Advisory Facility (PPIAF),
and the Water and Sanitation Program, was not

part of the ESW population sampled by QAG for
quality. These missing categories are expected to
be included in new guidelines to be issued by
OPCS. In addition, QAG has an ongoing pilot
to assess the country-level integration of all ana-
lytic and advisory activities in three countries,
with a plan to shift in this direction in FY04. 

Control Self-Assessments and Enterprise
Risk Management
In addition to control activities that focus on
specific Bank products, the process of Control Self-
Assessment (CSA), introduced into the Bank in
1998, identifies risks within the control envi-
ronment and cultural factors in business units
that can affect other controls, and develop action
plans to address the risks. Some 142 CSAs had
been carried out Bankwide as of March 2002 (of
which 111 were in FY98–00), under the leader-
ship of Controllers. The tool has the potential to
strengthen risk management, but its confidentiality
to the business unit level has made the account-
ability chain for managing the risks and moni-
toring follow up actions unclear. If systematic
risks emerged from CSAs, senior management was
not able to assess them because of the confiden-
tiality of the process. In addition, coverage by
CSA of business units within the institution has
been uneven. These drawbacks are expected to be
addressed by reporting to senior management on
CSA results and by a plan that has been formu-
lated to achieve more representative coverage, as
well as broadening the scope of the CSA to include
operational risks. 

Enterprise Risk Management (ERM) is an-
other control activity introduced into the finan-
cial complex in 1999 to perform a more detailed,
thorough risk assessment of business processes. It
has been piloted in one country office in the
South Asia Region in 2001, although results are
not yet available on its replicability. 
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MONITORING

Corporate monitoring has been strengthened in the last five years through
QAG reviews; OPCS reviews of CASs, ESW, and Sector Strategy Papers;
introduction and improved methodology by OED of country evaluations;

and strengthened evaluations within DEC and WBI. Nevertheless, aggregate
monitoring of inputs, outputs, outcomes, and impacts at a sectoral, country, and
global level still faces significant challenges. With increased focus, both internal
and external, on Bank performance, clear accountability for self-assessments and
improved monitoring at all levels will be required. 

Within the COSO framework, monitoring is the
use of either independent methods or external
oversight to measure whether the internal controls
are adequate and the objectives are being met. This
is distinct from project-level monitoring, which
was discussed in Chapter 4 under control activ-
ities. In this chapter, we review the independent
methods used within the Bank at an institutional
level to determine whether the Bank objectives are
being met at a country, sectoral, and corporate
level, including training and research activities. 

Monitoring Projects and ESW 
at the Corporate Level
The past five years have seen the introduction of
improved monitoring at the corporate level of
lending operations. Portfolio performance has
been reported for over a decade, but QAG now
uses a more systematic and real time methodol-
ogy (the Portfolio at Risk system), drawing on

country portfolio performance reviews for the
country-level perspective. Because QAG findings
are presented to CODE and the Board at the
same time as OED’s ARDE, Board members can
see trends in both the active and closed portfo-
lio. In FY01, QAG reported on the quality of ESW
for the first time.

As noted in Chapter 2, QAG has been instru-
mental in improving aggregate monitoring of the
lending and nonlending portfolios. For the last five
years, it has regularly reviewed and reported on
the quality at entry (QAE) of lending operations,
the quality of supervision, and the quality of
ESW. QAE ratings, which are based on random
samples of projects, are aggregated and tracked by
management as indicators of trends in the health
of the overall portfolio. Are they a reliable lead-
ing indicator of the project’s eventual outcome?
Of the 42 QAE-rated projects that have now
closed with outcomes evaluated by OED, 93 per-
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cent were satisfactory or better at the time of
entry and 81 percent had satisfactory outcomes.
Three hundred QAE-rated projects are still under
implementation: 86 percent of these projects were
satisfactory at entry and 83 percent are currently
rated as “nonrisky” in the PAR system. OED rat-
ings on outcome are historically some 10 per-
centage points lower than final supervision ratings,
and although PAR status is not identical to su-
pervision ratings, it is determined primarily by im-
plementation progress rather than by development
effectiveness considerations. Thus PAR ratings
may also overstate the likely project outcome in
terms of development effectiveness (see Annex 3
for discussion). Putting these factors together,
QAE ratings are likely to be some 10 percentage
points higher than final outcome ratings.

Now that the Regions have enhanced their
role in quality assurance, QAG has shifted its
monitoring focus to other areas. In FY02, for ex-
ample, QAG focused its review of supervision
on risky projects; did a special review on the qual-
ity of fiduciary ESW; and introduced a pilot as-
sessment of advisory activities (AAA) on a country
basis and a pilot assessment of sector board con-
tributions to operational quality. This evolution
reflects a shift to a more strategic level. Manage-
ment should now clarify its longer-term vision for
QAG’s evolving mandate.

In the last five years, OPCS has carried out a
number of corporate-level reviews to examine,
from an institutional perspective, the quality of
Bank activities, including adjustment lending,
ESW, Sector Strategy Papers, and CASs. These
serve to review the extent to which these activi-
ties have complied with the Bank’s strategy and
guidelines, to examine strengths and challenges,
and to make recommendations for improvement.

Finally, since its creation in FY94, the Inspec-
tion Panel has played a critical role as an inde-
pendent structure in monitoring compliance of
Bank operations with safeguard policies. It was es-
tablished to respond to complaints from external
clients or affected people. It reports directly to the
Board.1 As of end-December 2001, the Inspec-
tion Panel had received requests to inspect 25
lending operations, of which twelve were inves-
tigated (the remaining were either ineligible or in-
admissible claims). The resulting reports have

highlighted important control weaknesses, such
as ambiguous policies and overemphasis on lend-
ing approvals at the expense of quality. 

Sector and Thematic Monitoring 
and Evaluation
When they were created in 1996, the Networks
were not given an explicit mandate to monitor
sectoral or thematic inputs, outputs, or out-
comes across their respective sectors or themes.
Accordingly, few Sector Strategy Papers (SSPs)
produced since 1997 have incorporated evalu-
ative work to inform future directions (ARDE
2000); none provided a baseline against which
to measure progress in implementing the strat-
egy; and only one of the nine SSPs reviewed by
OPCS discussed monitoring responsibilities.
With the introduction of the MDGs, the Net-
works have begun to work with DEC to help de-
fine more detailed indicators relevant to their
domain. These efforts have been reinforced fol-
lowing the Strategic Forum in January 2002,
which placed a high priority on monitoring the
Bank’s results on development. A special unit has
been set up under the control of the Bank’s sen-
ior management to focus on putting a workable
system in place, and efforts have been made to
identify—together with the Network Anchors—
pilot countries and indicators for developing
baseline data against which Bank efforts and re-
sults can be measured.

It is still too early to assess the results of this
initiative. A corporate effort to develop sectoral
performance indicators was launched in the early
1990s, but soon fizzled out. The proposals were
too complex and the resources allocated for out-
reach, capacity building, and training were inad-
equate. Except for information required for
tracking the MDGs, most Network Anchors do
not yet have easily retrievable data on inputs,
outputs, and outcomes in their respective sec-
tors, subsectors, and thematic areas. They do not
track quantitative outputs or outcomes of Bank
assistance (except for noting percent of outcomes
rated at risk or unsatisfactory by QAG and OED)
and are far from being in a position to attribute
impact on indicators to Bank assistance. The con-
straints to monitoring and evaluating sectoral
and thematic assistance are due not only to the
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current system of sector coding, now being revised
(Chapter 6), but also to an absence of clear mon-
itoring methods, resources, and accountability.

Country-Level Evaluation
Since the early 1990s, the country has become
the focal point of the Bank’s strategy formulation.
In parallel, the importance of country-level eval-
uations has increased as well. The introduction
of Country Assistance Strategies (CASs) in FY91
was further reinforced by increased decentral-
ization of Bank operations in FY97. But for most
of the 1990s, CAS documents were mainly for-
ward looking, and largely silent on evaluating the
outcomes of past Bank assistance. In the last
three years, steps have been taken to improve
evaluation at the country level both within the
Bank and in client countries. Aside from nine
pilot countries that were selected in FY98 for more
intensive CAS self-evaluation, a FY00 CAS ret-
rospective found that only 16 percent had satis-
factory self-evaluation. Starting in 1995, OED
has carried out some 55 independent evalua-
tions of assistance using the country as the unit
of account (Chapter 7 has results of tracer stud-
ies of these evaluations). On this basis, it has de-
fined a methodology that, once adopted by
Regional managers, should enable country units
to carry out systematic self-evaluation, with QAG
to check on their quality.2

The impetus to improve the Bank’s self-eval-
uation has been mirrored by attempts to improve
monitoring and evaluation in client countries.
The Task Force on Evaluation Capacity Devel-
opment (ECD) recommended in 1994 that ECD
become an integral part of the Bank’s public sec-
tor management strategy in client countries. OED
has long sought to help countries improve their
capacity for M&E, although until 1997, when it
became an integral part of OED’s new strategy (see
Chapter 7), the efforts were relatively modest
and ad hoc. Since 2000 OPCS has provided op-
erational support to the Regions for ECD, focused
mainly on seven pilot countries in the M&E Im-
provement Program. Country-level ECD activi-
ties are now under way in about 20 countries.
However, many challenges remain (box 5.1). 

Other initiatives may reinforce ECD in client
countries. In FY97, the Heavily Indebted Poor
Countries (HIPC) program was launched, which
requires countries to monitor poverty-related ex-
penditures. Few have been able to do so. In FY99,
the CDF was piloted in 13 countries, which focused
on long-term, participatory development; one of its
four main pillars was monitoring results. The PRSP
that was introduced in International Development
Association (IDA) countries in FY00 also focuses
on the identification of monitorable indicators.
OED, in its recent review of IDA, argued that all
IDA clients should be required to set monitorable
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OED’s first Annual Report on Evaluation Capacity (AREC) De-
velopment in the Bank (June 2002) notes that in spite of dra-
matically increased activity in the past five years throughout the
Bank to strengthen M&E both within the Bank and in client
countries, a number of challenges remain. These include:

• The need to clarify definitions of monitoring and evaluation.
Confusion still exists between M&E and monitoring financial
spending and national development indicators (monitoring fo-
cuses on inputs and outputs, and outcomes, and evaluation
establishes causality and attribution and assesses efficiency
for the outcomes).

• Improving the consistency of Bank strategies, policies, and
guidelines on country-based M&E. In the context of PRSPs,
the guidelines recommend assessing countries’ M&E sys-
tems, but do not have a formal instrument for doing this (sim-
ilar to CFAAs, CPARs) and guidelines on PRSCs do not include
any mention of strengthening a county’s M&E system as a tool
for improving governance and accountability. 

• Creating a fiduciary responsibility to strengthen both Bank and
client country M&E capacities. 

• Better coordination within the Bank of both ECD efforts and
training within the Bank for M&E, through building a data base,
forming a thematic group, developing Regional approaches. 

S t r e n g t h e n i n g  E v a l u a t i o n  C a p a c i t y  i n  
t h e  B a n k  a n d  B o r r o w e r  C o u n t r i e s  
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performance targets and to produce publicly dis-
closed reports on performance (OED 2002c, p.
43), and a new initiative to improve results based
monitoring of IDA’s development impact is under
consideration.3 All of these initiatives have high-
lighted the importance of monitoring and evalua-
tion for accountability and improved governance.

Monitoring and Evaluation in the 
World Bank Institute (WBI)
Ten years ago, the WBI, then called EDI, mon-
itored its training activities through the use of sur-
veys administered on a voluntary basis by the
instructor to trainees at the end of the course; the
results were available only to the instructor. In ad-
dition, external evaluations were carried out by
consultants. OED reviewed WBI’s evaluation sys-
tem in 1996 and recommended that the training
surveys become systematic; that the results be re-
ported and used to analyze cross-cutting issues on
core courses; that evaluation be expanded to cover
ex post and impacts, based on measurable re-
sults; that WBI become proactive in enhancing
evaluation capacity in partner institutions; and that
WBI should maintain close professional links
with OED. 

In 1997, WBI instituted a more formal system
of monitoring and evaluation, which continues
to be strengthened today. Four levels of M&E were
identified. The first, which is mainly monitoring,
is feedback from trainees, now required for all
WBI-sponsored training activities and reported
quarterly to senior management. The second level

is focused on performance-testing participants
before and after the courses; results of Level 2 on
WBI core courses in FY99–01 are in box 5.2. This
year Level 2 has been enhanced by focusing on the
quality of testing and ensuring that all 15 core pro-
grams are monitored by testing in at least 2 ac-
tivities in each core program. 

The third and fourth levels of evaluation, out-
come and impact monitoring, were launched for
the first time in FY02 for five of WBI’s thematic
programs aimed both at participants in client
countries and staff. These evaluations measure
changes in behavior of participants and changes
in their organizations or institutions. WBI has also
continued to do impact evaluations of large ac-
tivities such as Social Policy Reform in Transition
Economies (SPRITE) and the World Links for
Development. In the future, the WBI evaluation
unit intends to focus on evaluation of client train-
ing and capacity enhancement at a country level. 

Looking ahead, WBI should further strengthen
monitoring and evaluation of training activities.
Level 1 monitoring could be better exploited by
analyzing results for patterns (by program, by Re-
gion, by type of course—distance learning versus
face to face). The coverage of Level 2 evaluations
should be extended to illuminate differences across
types of training and core activities; the results could
feed back into strategic decisions on future train-
ing. The planned country focus of evaluation of
WBI activities should be undertaken, to the extent
feasible, in conjunction with OED’s country eval-
uations to take advantage of synergies.
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Over the FY99–01 period, WBI delivered 237 core course offer-
ings. On some 60 percent of these, both Level 1 and Level 2 eval-
uations were carried out. The results from Level 1 show that 85
percent of respondents found the courses useful, with Regional
differences (AFR, LAC, and EAP had higher ratings). Level 2 eval-
uation showed a significant difference in pretest and posttest av-
erage scores. Interviews with Regional staff on these course

offerings indicated a need to improve collaboration with WBI. Be-
cause the selection of core course offerings that were evaluated
was not evenly distributed across core courses or offerings, the
positive results of these evaluations are not necessarily repre-
sentative of all WBI core courses. This is being addressed in FY02.

Source: WBI 2001.
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Monitoring and Evaluating the 
Bank’s Research
With the drive to create the Knowledge Bank, the
Bank’s research has become more central. Assur-
ing its relevance, quality, dissemination, efficiency,
and impact has become critical. The majority of
the Bank’s research is carried out by the Devel-
opment Economics Vice Presidency (DEC). 

DEC’s Research Advisory Staff (DECRA) have
conducted a variety of assessments over the past
decade to evaluate Bank research, as summarized
in box 5.3. Nevertheless, some gaps remain. Re-
search funded by the Research Support Budget
(RSB) is evaluated in a number of dimensions (rel-
evance, quality, dissemination, impact), but re-
search projects not receiving RSB funds are not
subject to the same level of ex ante or ex post re-
view. The bulk of this non-RSB-funded research

is carried out by DEC, in particular by the Research
Group (DECRG). Past efforts to evaluate this re-
search have not been systematically followed
through. Regular ex post evaluations should be
done for the non-RSB-funded research, and the im-
pact of this research should be assessed through reg-
ular tracer studies. For transparency, results of the
ex post reviews and tracer studies should be reported
to the Board on an annual or biennial basis.

Corporate-Level Performance
Measurement
Until 1997, little attempt was made to measure
the impact of Bank assistance at the corporate level.
The implicit “scorecard” focused on the amount
of lending and, to a much lesser extent, on the out-
comes of individual lending operations. That par-
adigm began to shift in 1997, with the Strategic
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Oversight of the Bank’s research rests with the Bank’s Chief Econ-
omist, with the advice of the Bankwide Research Committee,
whose mandate is to ensure the quality of Bank research and
its relevance to the Bank’s mission. The Research Committee is
comprised of Regional Chief Economists and managers in the
Networks, IFC, WBI, and OED. It is assisted in its mandate by a
Secretariat, housed in the Research Advisory staff (DECRA). 

For the last five years, between $21 and $24 million has been
spent annually on research in the Bank, representing 2 to 3 per-
cent of the operational budget. Of this, 25–30 percent is funded
by the Research Support Budget (RSB), which is allocated year-
round based on research proposals. One of the primary respon-
sibilities of the Research Committee is advising on the allocation
of the RSB. 

For RSB-funded research, there is a thorough ex ante as-
sessment of each project proposal by external and internal re-
viewers. Ex post evaluation for projects costing more than
$20,000 consists of reviews by outside experts that focus on ob-
jectives, design and implementation, dissemination, and results
and cost-effectiveness. Within these categories, reviewers
are asked to focus on relevance (are the topics critical for
policy to client countries) and impact (could the results have
influenced Bank programs or country policy). These evaluations

are produced about every two years; one is under preparation
for 2002. The projects are not rated, however, and although
the merits of doing so have been extensively discussed and de-
cided against, rating would enable aggregation and tracking
over time.

DECRA has evaluated the dissemination and impact of re-
search activities throughout the Bank, both RSB- and non-RSB-
funded. Dissemination has been assessed through citation
counts of Bank research output and Bank journals, readers’
surveys of the Policy Research Bulletin, and surveys of Bank op-
erational staff and policymakers. Evaluation of the impact of Bank
research is difficult. DECRA efforts have consisted of assessing
the influence of Bank research on those outside the Bank, using
both quantitative indicators and qualitative approaches, in-
cluding case studies, and surveying and interviewing Bank staff
for internal impact on specific research projects (tracer study),
on the use of researchers for cross support, and on general re-
search service to Bank operations. DECRA reports every other
year on results of these evaluations, each report having a spe-
cial focus. For the 2002 report, DECRA surveyed regional re-
search and educational institutions on their development and
programs and on capacity building activities supported by the
World Bank.

E x  A n t e  a n d  E x  P o s t  E v a l u a t i o n  o f  B a n k
R e s e a r c h  

B o x  5 . 3



Compact, which proposed the introduction of a
table of indicators, which in turn became the
Corporate Scorecard. The Scorecard was intended
to monitor progress toward goals and development
outcomes at the corporate level and was divided
into three tiers: (i) final outcome indicators and
indicators of country performance, including the
international development goals (precursors of
the MDGs); (ii) Bank performance, at country and
sector levels, summarizing the quality of inputs
and subsequent delivery in meeting objectives; and
(iii) internal bank measures. The Strategic Com-
pact Assessment found progress in filling in Tiers
III and I, but Tier II remained largely empty
(World Bank 2001b, Annex 9, p. 16). In addition,
the links among the three tiers were not well de-
fined. Measuring the impact of World Bank as-
sistance is yet to be achieved and there is now some
effort under way to recast the Scorecard to enable
it to reflect Bank performance. 

The authorizing environment for perform-
ance measurement is shifting. It is becoming a pri-
ority at the highest levels of both the Bank and
the international community. Initiatives under
HIPC since 1997 and the introduction of the
CDF and PRSPs more recently have focused on
monitoring inputs and outcomes at the country
level. Experience with these initiatives has high-
lighted the difficulties. The Strategic Forum in Jan-
uary 2002 gave new impetus to measuring results,
and the need to strengthen this aspect of aid
management was a major part of the development
consensus reached at the Monterrey Conference
on Financing for Development in March 2002. 

A new unit was established in February 2002,
headed by a Vice President, tasked with putting
in place a system for measuring the Bank’s de-
velopment effectiveness. It has focused on carry-
ing out an inventory of ongoing initiatives in
performance monitoring; proposed piloting out-
come-based CASs and outcome-based Sector
Strategy Papers; and linked these efforts to im-
plications of outcome-based approach for lend-
ing and nonlending activities. The unit is
consulting broadly within and outside the Bank,
and in June 2002 co-hosted with multilateral de-
velopment banks (MDBs) an international round-
table with representatives of the sponsoring MDBs,
bilateral donors, other multilateral agencies, clients,
and academia on measuring, monitoring, and
managing for results. 

These changes in the authorizing environ-
ment should help the paradigm shift toward the
centrality of performance measurement, man-
agement, and evaluation for accountability and
better governance. These changes present new
challenges in methodology, in evaluative skills,
and in the distribution of accountability for
evaluation. Network Anchors and Regions will
need to carry out more self-assessment, incor-
porating MDGs or MDG proxies into the M&E
framework, and central units will have to rely on
the Regions and Network Anchors to take on
these responsibilities. However, if the efforts in
this direction can be sustained, they should re-
sult in major progress toward better country,
sector, and corporate monitoring and evalua-
tion in the medium term.
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INFORMATION AND
COMMUNICATION

In terms of both information and communication, the Bank is a vastly different
institution than it was ten years ago. Information systems have been integrated
and shifted to electronic form; new sector and thematic codes have been

introduced. Communications have been expanded and modernized; staff training
has doubled; and the revised disclosure policy allows the Bank to provide better
information to partners. All of these changes, although not without problems, have
helped to strengthen the control framework and shift the internal culture of the
Bank toward better management. 

Ten years ago, information systems were piecemeal
and fragmented. Data on projects in the pipeline,
in the portfolio, on disbursements, on ESW, on
grants, on client countries were stored in some 60
different data systems. Communication was largely
paper-based, filing systems were cumbersome.
They provided good institutional memory, but in-
boxes overflowed. New initiatives filtered slowly
and unevenly through the institution.

Information
All of this changed dramatically over the past
decade. Both SAP and the Business Warehouse
were put in place to integrate the many sources of
information and to permit, in principle, efficient
tracking information relevant to Bank activities and
client countries. The automated Dashboard, suc-
cessor to Compass, is used by business units, par-
ticularly in the Regions, as a rough and ready
monitoring tool. The use of e-mail and the Intranet

has grown so that all Bank staff are now literally
on the same page when they turn on their com-
puters. An Internal Communications Unit was
reestablished in 2001. 

These changes have—after a period of dis-
ruption—made reporting more timely and de-
tailed, and information on Bank processes more
readily available across the Bank. Corporate pri-
orities and strategic directions are communicated
to staff. Monthly management reports and quar-
terly business reports provide information on the
year’s deliverables, budget use, and quality of the
portfolio to Regional and Network management
teams. These improvements facilitate controls
and more consistent risk management. They do
not yet capture significant aspects of Bank activ-
ity, however. Information on partnerships, for
example, is not systematically captured by any sys-
tem, and the Business Warehouse has no infor-
mation on informal ESW or other AAA. The

6



reliance on e-mail has eroded institutional mem-
ory, especially about the process and internal de-
bates over preparing strategies and projects.1

New Sector and Thematic Codes
A constraint to reliable reporting on Bank assis-
tance across sectors and thematic areas is the cur-
rent system of coding. Key initiatives in thematic
areas such as private sector development, envi-
ronment, and gender are incompletely captured.
In addition, the current system is unable to reflect
the multisectoral nature of many operations. In
September 2001, the Bank began work on a new
system that reflects the multisectoral and the-
matic nature of Bank work and better reflects
the corporate priorities. The new coding system
will in principle enable the Bank to have better
information on its assistance, both lending and
nonlending. The introduction of the new system
has not been smooth, however. Some Sector
Boards are concerned that the rapid recoding of
the stock of operations and ESW resulted in a
number of mistakes that would need correction
before the system was made operational. The new
system is more complicated than the former one
(operations can be coded in more than one sec-
tor and one theme; there are some 57 subsectors
and 68 subthemes). It will be vital for staff to re-
ceive adequate training and for quality of data
entry to be assured.

Communication and Disclosure
In addition to the explosion in the use of the In-
tranet and e-mail (connecting a decentralized and
matrix-managed institution), staff training has
expanded. The Strategic Compact goal of doubling
resources for training staff as a proportion of ad-
ministrative costs was largely met, led by Network
deliveries.2 Last year’s AROE recommended that

a comprehensive evaluation framework be devel-
oped in conjunction with the New Learning
Framework proposed in FY01, and this recom-
mendation remains valid. 

DEC and WBI have an important role to play
in helping management to elaborate the Bank’s
new strategic directions and the Regions and Net-
works to adapt their processes to the MDGs. It
is particularly important to communicate both
within the Bank and externally that attainment
of these goals is dependent not only on the amount
of aid but also on global and country policies.
DEC and WBI can go further in engaging in an
open debate about all that is not known about the
linkages between governance, growth, good poli-
cies, and poverty alleviation and encouraging fur-
ther debate and research in these areas.

The Bank has revised its disclosure policy for the
first time since 1993. The new policy provides for
public release of a much wider range of docu-
ments, including adjustment lending documents
after Board approval; ICRs; QAG synthesis re-
ports; and a wider range of OED evaluations (Per-
formance Assessment Reports; process evaluations,
including the AROE). This will promote greater
transparency. Past changes in the Bank’s disclo-
sure policy required additional efforts by the Bank
to comply with the changes. Progress reports in
1995 and 1997 reported on the implementation
of the policy, noting areas of progress and areas
where further improvements were necessary, in-
cluding making environmental assessment reports
available in a timely way. The 1999/2000 review
of the disclosure policy found that disclosure had
further improved, including in the timely release
of environmental assessment reports. The greater
demands on disclosure will call for further efforts.
Both the policy and its implementation should be
monitored and periodically adjusted in the future.
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OED’S AGENDA

This chapter reviews OED’s work program and evaluations carried out on
its products and services over the past year. OED has continued to
emphasize priority areas established in its 1997 renewal strategy:

evaluations at the country, sector, and thematic levels and resources devoted to
evaluation capacity development and staff training. It needs to broaden its
evidentiary base for evaluation; strengthen and disseminate its methodologies,
particularly for country evaluations; and ensure better dissemination of its
products and services.

For the first part of the 1990s, OED continued
to do project-level evaluation on the same basis
as it had in the 1980s. It reviewed ICRs (and their
predecessors), carried out Project Performance
Audits on a portion (40 percent) of closed proj-
ects and Impact Evaluations on a smaller pro-
portion, evaluated broader themes and topics,
and prepared annual reports on project outcomes
and on monitoring and evaluation in the Bank.
In 1997, OED adopted a renewal strategy, which
refocused its priorities and remains valid today (see
box 7.1). As reported in last year’s AROE and re-
flected by this year’s AREC, OED continues to
give priority to the main objectives established in
its strategy, particularly timely country, sector,
and thematic evaluations; evaluation capacity de-
velopment; staff training in M&E; and timely dis-
semination. 

Consistent with its role as independent eval-
uator of Bank products and services, OED un-

dertakes each year to evaluate the quality, relevance,
and efficacy of its own products and services.
This year’s AROE reports on: progress on rec-
ommendations in last year’s AROE; surveys of
Bank and Executive Directors’ staff on OED’s re-
cent products and services; and a tracer study on
the impact of Country Assistance Evaluations. 

OED’s Outputs: The View from the
Committee on Development 
Effectiveness (CODE)
OED reports directly to the Board of Directors
and CODE. It provides them with indicators of
its inputs, deliverables, and timeliness (found
here in Annex 3, for the past three fiscal years
through the third quarter of FY02). Toward the
end of each fiscal year, CODE discusses future di-
rections for OED and outlines areas for OED’s
attention. At the April 2002 meeting, CODE
endorsed OED’s proposed work program, agreed
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with the areas of emphasis, and requested that
studies on education and pension reform be ad-
vanced. The OED work program has been ad-
justed to reflect Board comments.

Recommendations from Previous AROEs 
Last year’s AROE highlighted four areas for at-
tention, consistent with CODE’s guidance.
Progress in these areas is described below.

Timeliness and relevance of OED’s products
have been strong. The majority of products pro-
duced or under way in FY02 were linked to the
preparation of Sector Strategy Papers (e.g., Rural
Poverty), to the revision of a Bank policy (e.g., In-
digenous Peoples), or to an external review (e.g.,
Extractive Industries). CAEs continue to be linked
to CAS preparation. The remaining major prod-
ucts were carried out on request of the Board
(such as Social Funds, Global Programs, HIPC,
CDF). Last year’s AROE also suggested that OED
focus on corporate priorities, particularly the
poverty orientation of Bank operations. CAEs
have had stronger focus than in the past on poverty
reduction, and most major sector and thematic
studies have as well (Rural Poverty, Social Funds,
Indigenous People, and the Urban Review now
under way, for example).

Methodology assessment has been carried out
and development and dissemination have seen less
progress than is desirable, as recent surveys have
shown. For evaluation of adjustment lending,
there has been a pilot effort to group assessments
of adjustment lending in countries and to focus
on country context. OED is simplifying its proj-
ect evaluation methodology and at the same time

enhancing the coverage of safeguards through
changes ongoing in the Project Information Form.
At the country level, OED has continued to re-
fine the Country Information Form, as recom-
mended last year, but Regional efforts to test it as
a self-evaluation tool for country strategies have
lagged. 

Participation and communication have been
enhanced, and this year’s survey results point to
the need for further improvements. Evaluation
processes have been more participatory and in-
volved broader consultations (e.g., Social Funds
surveyed households; the CDF is a joint evalua-
tion with other donors and involves extensive in-
country consultations). Advisory Committees of
external and Bank staff are being used (e.g., Rus-
sia CAE, Global Programs) and entry workshops
have become a regular feature of larger evaluations
(Transition Study, China CAE). Internal mid-
point workshops (Russia CAE) have also been used
to get early feedback on OED findings. 

Dissemination has improved, but needs con-
tinued effort. OED is putting its reports on the
Web more quickly than before and has begun pro-
viding hot links to related products, but as sur-
vey results show, there is further room for
improvement in disseminating sector and the-
matic studies.

OED Outcomes and Impact

Client Surveys: Results
Self-evaluation has followed last year’s recom-
mendations by continuing the annual survey of
its products and services. OED has also carried out
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Mission: 
To contribute to development effectiveness through excellence
and independence in evaluation.

Objectives: 
1. Move to a higher evaluation plane, from projects to country,

sector, thematic, and global evaluations.
2. Shorten the feedback loop to ensure relevance.

3. Build evaluation capacity within and outside the Bank to pro-
mote self-evaluation.

4. Invest in knowledge and partnerships to maintain OED’s in-
tellectual leadership and develop alliances as instruments of
strategy.

5. Manage for results: evaluations add value if they influence
behavior and contribute to the overall success of the Bank’s
strategy.
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a tracer study of CAEs. This section presents the
results.

OED carried out four surveys: (i) for advisors
and assistants to Executive Directors (ED); (ii)
for thematic and sector groups related to four re-
cent OED sector and thematic (S&T) studies; (iii)
country teams on OED’s CAEs; and (iv) all
higher-level staff in operational or research units,
asking their views of OED’s products and serv-
ices in general. In total, more than 3,200 staff were
surveyed. The response rates ranged from 19 to
42 percent and averaged 25 percent across all sur-
veys, up from 22 percent in last year’s surveys.
Annex 5 shows detailed responses by survey. Fol-
lowing are the salient messages for OED going
forward.

Readership, usefulness, and dissemination. Read-
ership is fairly strong, with 68 percent of respon-
dents to the general survey having read at least one
OED report in the past six months and respon-
dents to the ED staff survey reading many OED
reports on a regular basis. A high proportion of re-
spondents to these surveys who had read OED re-
ports found them useful to their work. Better
dissemination of selected studies is called for, how-
ever, as only 35 percent of responding staff had read
the recent sector or thematic evaluation relevant
to their work. Of the more than 500 respondents
to the general survey, over half had used at least
one OED service (help desk, Web-based docu-

ments, project ratings) in the last six months, and
of these, more than 90 percent thought the serv-
ices were relevant to their work.

Methodology. Four dimensions of quality were
rated on a four-point scale (excellent, good, fair,
poor). Figure 7.1 shows the proportion of re-
spondents from each survey that rated each di-
mension as good or better. Respondents on the
S&T evaluations give good marks on most aspects
of quality, although one area for improvement is
methodology. For CAEs, methodology also re-
ceived relatively lower ratings from respondents.
Almost a third of the respondents rate overall
quality as fair or poor, 20 percent think the CAEs
have little or no relevance, and only a little over
half the respondents think that the CAE is ob-
jective and is methodologically sound, although
respondents on CAEs carried out prior to FY01
give significantly better ratings on quality than the
respondents on CAEs done in FY01 or later
(Annex 5). In addition, however, 93 percent of re-
spondents said that if they were to start work on
a new country, they would find a CAE to be use-
ful. Even if respondents found the particular CAE
on which they were responding had weaknesses,
they thought the CAE product itself was a use-
ful one. Finally, respondents were asked to make
suggestions for improvement. The two most fre-
quent suggestions were to broaden consultations
within the Bank and with external partners. 

O E D ’ S A G E N D A

2 7

F i g u r e  7 . 1 Q u a l i t y  o f  O E D  E v a l u a t i o n s

0
20
40
60
80

100

Timely? Objective? Methodologically
sound?

Relevant to work? Overall quality

Dimensions of quality

Pe
rc

en
t y

es
 o

r
 s

at
is

fa
ct

or
y

CAE 2002 S&T 2001 S&T 2002



A clear challenge for OED is to continue to
strengthen and disseminate its current method-
ology, particularly in CAEs, and to ensure that
both the sources and limitations of the evidence
underpinning the evaluations are based are pre-
sented explicitly in the reports. The scope for im-
proving evaluation methodology is constrained by
a lack of knowledge about the ingredients neces-
sary for rapid growth and poverty reduction and
a lack of consensus on the role of the Bank in dif-
fering country circumstances (e.g., with respect
to conditionality or to social development). In ad-
dition, there are different views within the Bank
on whether and how to judge performance in re-
lation to objectives. 

Influence of OED evaluations on Bank policies and
assistance. Respondents were asked to rate on a
four-point scale (strongly, somewhat, little, not at
all) the extent to which OED evaluations influenced
their own views of development priorities in the
country or sector and the extent to which the eval-
uations influenced the Bank’s strategy or assistance
(see table 7.1). A fairly high proportion of re-
spondents this year think that the evaluations in-
fluenced their own thinking and Bank strategy; a
somewhat lower proportion think that OED has
had an influence on lending and nonlending as-

sistance. This is consistent with the findings from
the CAE tracer study discussed below.

Results of the CAE Tracer Study
CAEs have become a major OED product and re-
main the only consistently produced evaluation
at a country level in the Bank. To date some 55
CAEs have been completed. The process has been
both challenging and controversial. As a result,
OED has worked internally to strengthen, clar-
ify, and disseminate its methodology and has sur-
veyed Bank staff for feedback. 

In addition to measuring staff perceptions on
CAEs, OED carried out a tracer study this year to
assess the extent to which CAE recommendations
on a country were incorporated into the subse-
quent CAS and were reflected in the assistance ac-
tually delivered to the client country. The study
reviewed 15 CAEs that were completed in FY99 or
earlier, to ensure that enough time had passed to per-
mit a review of Bank assistance actually provided.1

Although determining causality is difficult, the de-
gree of consistency between CAE recommenda-
tions, the CAS, and actual assistance is a partial
indicator of the impact of CAEs.

Consistency between CAE recommendations and
the CAS was strong. In most of the countries re-
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ED staff General CAE S&T
Question 2001 2002 2001 2002 2001 2002 2001 2002

Influence your view of strategy 
and development policy:

In the sector? 90 90 54 76 — 71 75

In the country? 84 85 — — 66 45 —

In the Bank as a whole? 79 88 — — — 56 —

Influence implementation of projects — 67 — — — — —
or programs?

Influence the Bank’s:
Sector/country strategy? — — — — 71 — 83

Lending services? — — 74 — 53 — 50

Nonlending services? — — 64 — 53 — 64

Note: — indicates the question was not asked for that particular survey.

Survey



viewed, there was good consistency between the
overarching recommendations in the CAE and the
subsequent CAS. This was the case in Albania, In-
donesia, Kenya, Malawi, Morocco, Philippines,
and Yemen and reinforces the message from the
surveys, in which 71 percent of respondents
thought that CAEs had influenced Bank policies
at a country level. In Mozambique, the 1997
CAE came too late to influence the 1997 CAS,
although the subsequent 2000 CAS was consis-
tent with the broad CAE recommendations, less
so with the sector-specific ones. In Sri Lanka,
there has not yet been a full CAS because of the
political uncertainty in the country.

CAE recommendations not found in the sub-
sequent CAS include: (i) establishing monitoring
indicators, which was considered by country
teams to be either unnecessary (the Albania CAE
had recommended early warning monitors of
crises) or too vague to be useful; (ii) pace of re-
form, where CAE recommendations were con-
sidered unrealistic, such as for privatization in
Bangladesh and Ukraine; or the recommendation
was untimely, such as addressing devolution in Sri
Lanka, where it first had to be pursued in the con-
text of a political solution to the conflict; and (iii)
specific lending or ESW activity, as in Sri Lanka
where the recommendation was considered to
have low relevance. 

Consistency between CAE recommendations
and implementation was somewhat weaker. Only
about half of the number of recommendations
tracked across all CAEs were fully or substantially

implemented. The reasons for weak—or a lack
of—consistency (box 7.2) include: (i) limited ca-
pacity or opportunity in countries, including
Bangladesh, Malawi, and Sri Lanka; (ii) pressures
to lend, as in Kenya and Morocco;2 and (iii) in-
ternal Bank incentives or expectations from gov-
ernment and other donors that make selectivity
difficult, as in Mozambique. One implication of
these findings is that CAE recommendations
need to focus on what can realistically be ac-
complished in the next CAS period, typically two
or three years, and which recommendations are
for the longer term.

Recommendations for OED 
In light of these findings, OED proposes to focus
on the following areas:

Dissemination
• Survey results indicate that last year’s recom-

mendation about more purposeful targeting of
Bank audiences for its products is still valid.
OED should engage the Networks in identi-
fying how OED products can most effectively
reach interested staff. A wider range of dis-
semination activities should be used, includ-
ing live presentations and workshops in
addition to paper and Web-based document
distribution. 

• Each major OED study should state early in
its design who the study’s target audience is (in
addition to CODE and the Board) and how
it will be disseminated. 
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Implementation of country strategies in Indonesia, the Philip-
pines, and Yemen has been substantially consistent with CAE
recommendations. Sometimes the consistency has come about
with a lag, as in Albania and Mozambique, where efforts to mon-
itor poverty reduction and improve aid coordination were
stepped up some years after the CAE as a result of the PRSP
process. In Bangladesh, IDA assistance was limited because
of government corruption and low commitment to reform, which
was consistent with CAE recommendations, but it meant that
other specific recommendations (on state-owned enterprise

[SOE] reform, flood control) could not be pursued. A similar sit-
uation existed in Ukraine. In Kenya the Bank moved from a no-
lending scenario recommended by OED in FY98 and proposed
in the FY99 CAS a program of emergency and adjustment lend-
ing. In Morocco, contrary to the FY97 CAE, which proposed
greater selectivity in adjustment lending and a focus on fiscal
issues, and the FY97 CAS, which proposed one small adjustment
loan for the base case and also focused on fiscal issues, over
half of the Bank’s assistance was for adjustment lending, with
fiscal issues still a major concern.

C A E  R e c o m m e n d a t i o n s  a n d  I m p l e m e n t a t i o n
o f  B a n k  A s s i s t a n c e :  A  V a r i e d  P i c t u r e  
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Methodology 
OED should: 
• Include an annex in each evaluation report

stating the methods and data sources used, in-
cluding their strengths and limitations. 

• Evaluate and report on compliance with safe-
guard policies in each Project Performance As-
sessment Review. 

• Begin to align its evaluation of risk and sus-
tainability to the Bank’s overall risk manage-
ment framework. 

• Continue to support the introduction of self-
evaluation methods by management for coun-
try programs. 

• Continue the internal validation and calibra-
tion of evaluation standards started in FY02,
and use the results to design staff training and
guidance to further improve the consistency of
treatment.

Participation and Consultation
• Because the staff survey results point to a need

for greater consultation and participation with
both Bank staff and external partners, OED will
need to pay particular attention at early stages
of evaluations to ensure that plans are ade-
quate for engaging partners, including better
use of technology (video-conferencing). 

• In cases of unresolved disagreement between
OED and management on individual project
evaluations, OED should institute a transpar-
ent procedure for discussing reasons for dif-
ferences. 

Self-evaluation
• OED should continue regularly surveying and

reporting on the usefulness of OED products
to staff and Executive Directors, using the
same survey instruments as this year. 
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CONCLUSIONS AND 
RECOMMENDATIONS

The last ten years have witnessed profound changes in the way the Bank
defines its mandate, acknowledges risks to fulfilling that mandate, and is
initiating efforts to measure performance in reaching its goals. At the same

time, the drive to become a Knowledge Bank has engendered new initiatives and
new processes, for which both the control environment and the evaluation
framework have yet to be well defined. In 1997, the Strategic Compact highlighted
the importance of measuring results and the introduction of the Corporate
Scorecard pointed to a strong focus on country, sector, and thematic evaluations.

At that time, OED endorsed these initiatives and
recommended moving to a results-based man-
agement (RBM) system, where evaluation find-
ings would be linked to resource management.
Limited progress has been made on filling in the
Scorecard, and still less on moving to RBM. The
recent shift in the authorizing environment on the
centrality of evaluation for accountability and
learning, however, may lead to more rapid progress
in both areas. 

Main Findings
Control environment. This review of the evolution
of the control framework in the Bank over the past
decade has found that new structures and func-
tions have been put in place and an altered internal
culture has taken root with respect to risk man-
agement. One issue that has emerged, however,
is increasing risk aversion on the part of both
Bank managers and borrowers, who seek to avoid

lending operations subject to heavier controls.
This points to the need to scale up risk assessment
and seek mitigation measures at a country level.

Risk assessment has been strengthened at the
project level through increased fiduciary assess-
ments and safeguard compliance requirements. It
is stronger for projects in the pipeline than for proj-
ects under implementation, and stronger for in-
vestment lending than structural adjustment
lending.1 Monitoring and evaluation need to be
strengthened at the project level to focus on re-
sults, facilitate learning, and improve the feedback
loop to stronger risk assessments for the next gen-
eration of assistance. Risk assessments for grants,
trust funds, and partnerships, by contrast, have
seen only recent improvements, and it is still early
to assess the effectiveness of the new controls. 

Risk assessment at the country level has also
been expanded in the last decade to include new
and stronger fiduciary reviews. These efforts could
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be strengthened if they were combined into a co-
herent risk assessment framework and reinforced
with systematic evaluation of country-level results
that could inform future risk assessments. Risk as-
sessment at the corporate level is still in the process
of being set up; oversight at this level will rest
with the Management Committee, but its man-
date, priorities, or functions have yet to be defined.

Control activities depend on unambiguous and
relevant guidelines, which the Bank has been put-
ting in place. In addition to the information pro-
vided to the Board and senior management on the
status of conversions currently under way, a com-
prehensive timetable for policy conversions and
updating should be regularly provided to the
Board. 

Control activities for projects were enhanced by
the creation of QAG, whose criteria and method-
ology have now been adapted for quality assurance
by the Regions. Control activities continue to ex-
pand to areas of vulnerability, including safeguard
compliance and trust funds, but it is too early to
judge their effectiveness. Monitoring of project
outcomes remains weak, however, in spite of re-
peated intentions over the years to strengthen it.

Monitoring inputs, outputs, and outcomes and
evaluating the results of Bank assistance remain
a challenge. The recent focus at the highest lev-
els of the international development community
on demonstrating results has energized the Bank
to strengthen its self-evaluation and monitoring
system. Although progress has been made, im-
portant gaps remain. More systematic monitor-
ing and evaluation are needed for ESW, grants,
and partnerships. At the country, sector, and the-
matic levels, self-evaluation is largely absent.2

Information and communication improvements
have made the Bank a different place from a
decade ago and have enabled rapid dissemination
of guidelines and best practice; more effective
use of control mechanisms; and more timely risk
assessments, particularly for the portfolio. The new
sector and thematic codes will, in principle, per-
mit better tracking of Bank assistance in line with
corporate priorities. DEC and WBI have an im-
portant role to play in ensuring that the message
of the complexities involved in attaining the
MDGs includes the quality of borrowers’ gover-
nance and global policies.

For OED’s agenda, the messages from CODE,
internal surveys, and a tracer study point to con-
tinued challenges to improve and disseminate
more widely its evaluation methodologies for
country evaluations; increase transparency of the
evidentiary basis of evaluations; target better the
dissemination of sector and thematic evaluations;
and enhance OED’s monitoring of the Bank’s
adoption of OED recommendations. 

Recommendations
Results-based management will be realized only
when self-evaluation is strengthened at all lev-
els, independent evaluation contributes to im-
proving methods and indicators, and reliable
data are generated by countries. The agenda
for improved monitoring and evaluation in-
cludes providing guidance on the overarching
evaluation framework and filling gaps in the
tracking systems of lending and nonlending
services, grants, and partnerships. More trans-
parent CAS and SSP processes should be com-
plemented by rigorous self-evaluation. Against
this background, the AROE recommends that
actions be taken on four fronts, three by man-
agement and one by OED:
• At the corporate level, senior management should

design performance measures to track Bank
achievements at project, country, and global lev-
els in relation to the Millennium Develop-
ment Goals. It should implement an integrated
risk management framework to facilitate the ad-
ministration of financial, operational, devel-
opmental, and reputational risks faced by the
Bank. In this context, it should make explicit
the strategic risks and rewards of operational
policies and corporate strategies.

• Strengthen the evaluation and control framework
for sector strategies, partnerships, and grants.
The operational shift to the higher plane of
policy and sector strategies should be backed
by adequate network accountability for sector
performance measurement and management
of instruments and services. Management and
OED should develop a concise operational
policy that provides an overarching evaluation
framework. Project-level monitoring should
be treated as a fiduciary responsibility to en-
sure that adequate monitoring is in place be-
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fore Board approval. The “evaluability” of
grant-financed activities should be improved.
For all partnerships, clearer distinctions in
accountability and more accurate specification
of quality assurance, evaluation, and over-
sight should help to minimize conflicts of
interest and increase effectiveness.

• At the country level, risk assessment and learn-
ing should be improved by developing a com-
prehensive approach that incorporates the
results of fiduciary assessments (such as the
CFAAs, CPARs) into the CAS. Self-evalua-
tion at the country level, based on verifiable
indicators grounded in country processes,
needs to be integrated into country pro-
grams.

• Finally, OED will need to improve and dis-
seminate more widely its evaluation method-
ologies for country evaluations and increase the
transparency of the evidentiary basis of its eval-
uations. It should help Regions and Network
Anchors incorporate self-evaluation in coun-
try assistance and sector strategies, which would
improve the ability of the Bank to measure its
performance without compromising the in-
dependence of OED’s evaluations. It should ad-
dress the independent evaluation needs of
global and regional programs; better monitor
and evaluate compliance with safeguards; tar-
get more effectively the dissemination of sec-
tor and thematic evaluations, and use a wider
range of dissemination tools.

C O N C L U S I O N S A N D R E C O M M E N D AT I O N S
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The Implementation Completion Report (ICR)
is a self-evaluation instrument required for each
closed lending operation and produced by the Re-
gions. An ICR marks the transition from imple-
mentation to exit from the Bank’s active loan
portfolio. OED conducts an independent review
of each ICR, called an Evaluation Summary (ES),
to validate or adjust the ratings based on the in-
formation provided in the ICR and other evidence. 

This annex is divided into three sections. The
first provides a summary of ICR evaluations con-
ducted by OED between FY96 and FY01. The
second describes the major findings on trends in
ICR quality for FY96–01 exits. The third shows
changes in ratings at different stages of the proj-
ect cycle for FY96–01 exits.

OED Evaluations, FY96–01
Table A1.1 summarizes OED’s output of ICR re-
views and Project Performance Assessments reports
(PPARs) since FY96. Due to bunching of ICR de-
liveries toward the end of the fiscal year, the num-
ber of ICRs evaluated in some years can exceed
the number of ICRs received, as in FY98.1

Findings on ICR Quality
OED ratings provide an independent assessment
of ICR quality and their consistency with ICR
guidelines. Three dimensions of ICRs are assessed:
(i) the analysis provided, which includes coverage
of important subjects, soundness of analysis, ad-
equate and convincing evidence, and adequacy of
lessons learned; (ii) the future operation of the proj-

ANNEX 1: OED REVIEW OF ICRS

FY96 FY97 FY98 FY99 FY00 FY01

ICRs received 268 397 218 291 307 317
Adjustment 43 65 24 45 36 42
Investment 224 332 186 236 251 275

ICRs evaluated 249 313 284 268 270 286
Adjustment 44 45 38 36 50 27
Investment 204 268 246 232 220 259

PPARs 100 79 71 69 72 73
Adjustment 17 13 13 14 14 14
Investment 83 66 58 55 58 59
Assessment ratio 40 25 25 26 27 26
Note: Figures in table represent number of reports received and evaluated by OED in each FY. The annual distribution of these numbers before FY01 ignores late incoming reports that

were included in the previous year’s cohort. With the automatization of the ICR review and evaluation process this practice has now been eliminated.
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ect, including a plan for future project operation,
the inclusion of performance indicators for the pro-
ject’s operational phase, and plans for monitoring
and evaluation; and (iii) borrower and cofinancier
inputs. The evolution in the quality of ICRs by di-
mension is in table A1.2.

Quality of ICR analysis is high. Almost all ICRs
covered the important topics, were internally con-
sistent, and drew appropriate lessons. The quality
of ex post economic analysis for those operations
where it was relevant, at 85 percent satisfactory or
better, remains one of the weaker aspects of the ICR
analysis, although it has shown marked improve-
ment over the last six years. The extent to which
the evidence presented in ICRs is complete and
convincing remains the weakest aspect, where in
spite of some improvement several years ago, it re-
mains at essentially the same level as in FY96 at

83 percent satisfactory or better. This reflects the
weak quality of monitoring and evaluation, which
makes it more challenging to pre-sent convincing
evidence of results. Although the poverty analysis
component of ICRs remains weak, at only 65
percent satisfactory, this quality dimension was
added only in 1997 and has been rated only where
relevant, for a relatively small number of ICRs (in
FY00, 46 out of 265 ICRs were rated, and for the
partial sample in FY01, 34 out of 169 ICRs, on
the poverty dimension). As the Bank internalizes
the Millennium Development Goals into its strat-
egy and lending, it is hoped that a results orien-
tation will be reflected through increased attention
to the measurable poverty dimension of lending
operations.

Forward-looking orientation has improved, al-
though it remains weak relative to the other dimen-
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FY96 FY97 FY98 FY99 FY00 FY01a

1. Analysis
Coverage of important subjects 91 96 95 95 95 95
Ex post economic analysis (if applicable) 71 78 73 88 86 85
Internal consistency 92 93 96 94 95 95
Evidence complete/convincing 82 84 89 86 87 83
Adequacy of lessons learned 92 93 96 90 93 91
Poverty analysisa n/a n/a n/a n/a 54 65

2. Future operation
Plan for future operation 82 84 81 89 86 92
Performance indicators for 
operational phase 63 74 72 76 81 85

Plan for monitoring and evaluation of 
future operation 69 63 66 70 73 75

3. Borrower/cofinancier inputs
Borrower input to ICR 91 93 97 96 98 96
Borrower plan for future project 
operation 81 84 83 86 89 91

Borrower comments on ICR 88 89 94 95 97 95
Cofinancier comments on ICR 
(if applicable) 57 73 80 86 92 87

Overall quality of ICR 91 95 96 94 96 92
* Partial sample.

ICRs exiting in following fiscal years



sions. ICRs are expected to report on a project’s an-
ticipated results on the ground in the operational
phase, after disbursements. It is important to con-
tinue monitoring after disbursements, to ensure that
the planned benefits of the operation materialize
and negative externalities, such as environmental
impact, are minimized. Although descriptions in
general terms of the plan for future operation have
improved to 92 percent satisfactory or better, these
ratings were made on only about 70 percent of the
ICRs that were reviewed; the remaining ICRs
could not be rated on this dimension because in-
formation was not available on the plan for future
operation. The other aspects of future operation of
the project are less satisfactory, both in terms of the
proportion of the ICRs that could be rated and the
percent satisfactory of those that were rated. Per-
formance indicators for future operation were rated
in some 55 percent of all ICRs reviewed. Of those
that could be rated, the proportion improved from
63 percent satisfactory or better in FY96 to 85 per-
cent in FY01. The plan for monitoring and eval-
uation could be reviewed in only 42 percent of the
ICRs over the FY96–01 period, and of these, the
proportion of satisfactory or better improved mod-
estly from 69 percent to 75 percent.2 There is
room for considerable improvement in identifying
performance indicators and planning for moni-
toring and evaluation in the operational phase of
Bank lending.

Continued improvement in borrower contribu-
tions to the ICRs where such contributions were
available. ICRs are supposed to include contri-
butions from borrowers, which encompass the
borrower’s inputs to the assessment, specific com-
ments on the ICR, and the borrower’s plan for
future operation. Many ICRs lack one or more
of these components. ICRs included borrowers’
comments about 65 percent of the time through-
out the period, and the quality of these comments
has improved and now stands at a strong 95 per-
cent. The plan for future operation was included
in about 55 percent of the ICRs, and of these,
the proportion rated satisfactory or better im-
proved from 81 percent in FY96 to 91 percent
in FY01. 

ICRs are also supposed to have cofinanciers’
comments, and this has increasingly been the
case; in addition, the quality of these comments

has improved. Overall, the quality trend for bor-
rowers’ and cofinanciers’ contributions suggests
that the ICR process has become more partici-
patory over time. 

The overall quality of ICRs is high. As shown in
table A1.2, ICR quality ratings over the last four
completed exit fiscal years have remained fairly
constant at around 95 percent. The preliminary
results for FY01 exits indicate a slight decline, to
92 percent. The satisfactory ICR quality ratings
reflect the internalization of the ICR methodol-
ogy by operational staff. Since FY98 the ICR
template has become part of the project document
system for all completed investment operations. 

Intensive Learning ICRs (ILIs) were intro-
duced to focus operational efforts to enhance the
learning of the ICR process. Although ILIs were
expected to be 30 percent of the total ICRs, only
10 percent of the 271 FY00 ICRs evaluated were
ILIs. The ILI share remains the same for the par-
tial FY01 sample. No significant differences are
found in ICR quality ratings by ICR type. 

Ratings Changes3

At each stage of the project cycle, from imple-
mentation through completion and indepen-
dent evaluation by OED, projects are rated in
terms of their likely achievement of relevant proj-
ect objectives (outcome). At completion and eval-
uation, projects are also rated on institutional
development impact and sustainability. One in-
dicator of the robustness of the ratings at each stage
is the extent to which ratings are changed in sub-
sequent stages. A second indicator of reliability is
the net change in ratings—that is, the percentage
of ratings that are decreased minus those that are
increased. This shows the degree of overoptimism
(if the net change is positive) or underrating (if
the net change is negative) of the self-rating.

Table A1.3 shows these rating changes by exit
fiscal year. They include rating changes on out-
comes between: (a) the last Project Supervision Re-
port (PSR) before the operation exits the portfolio,
and the ICR, carried out by operational staff in
the Region; (b) the PSR, ICR, and OED’s ES; and
(c) the ES and the Project Performance Assessment
Report (PPAR), if one is carried out by OED. In
any given year, about 25 percent of closed oper-
ations will be assessed. 

A N N E X  1 — O E D R E V I E W O F I C R S
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Outcome rating changes are included here only
where the change is from satisfactory (highly sat-
isfactory, satisfactory, marginally satisfactory) to
unsatisfactory (marginally unsatisfactory, unsatis-
factory, highly unsatisfactory) or the reverse. That
is, rating changes within “satisfactory” and “un-
satisfactory” categories are not included. Looking
first only at changes between the final PSR and the
ICR, there has been a slight downward trend in the
number of total rating changes, but no discernible
trend in net changes, which have been consistently
positive. This suggests that even at the time of
final supervision of operations, Bank staff tend to
overestimate development outcome. Next, total
rating changes on outcome are fewer between Re-
gions and OED (ICR to ES) than within the Re-
gions (PSR to ICR). Net changes have been either
close to those within operations or somewhat lower
and show no consistent trend over time. Thus, al-
though OED has changed outcome ratings at the
ES stage from ICRs in a net downward direction
every year since FY96, its net changes have been
more modest than those within the Regions.

The rating change between PSR and ES is
shown here to indicate the degree and direction
of differences between supervision ratings on out-
come and OED ratings. This is relevant for pro-
viding an indication of the extent to which PSR
ratings may be reliable predictors of outcomes.
Given the magnitude of the changes in the same
direction (downward) at both the PSR to ICR
stage and ICR to ES stage, it is not surprising that
the largest total and net outcome rating changes
have generally occurred between PSR and ES.

The net rating changes are consistently downward
by around 10 percent over the period. 

In addition, outcome rating changes made
within OED—that is, between ES and PPAR—
have been quite large. Between FY96 and FY99,
outcome ratings were changed in about 14 per-
cent of operations assessed in more depth by
OED. In most of these years, the net change was
downward, suggesting that a more intense as-
sessment of operations by OED results in a more
rigorous rating than the ES, which is based on a
desk review of the ICR. 

The rating changes in FY99 and FY00 show a
different pattern on net rating changes from pre-
vious years, but they are based on a relatively small
number of assessments carried out to date by
OED, and this pattern may not hold in the future.
In FY99, for example, the net change in outcome
ratings between ES and PPARs is based on 36
PPARs, and in FY00, it is based on only 23, com-
pared to some 60 per year in FY96–98. In the fu-
ture, the number of assessments for operations in
these exit years will increase as OED carries out
additional PPARs. The relatively large share of
rating changes for the 60 or so assessments carried
out each year by OED between FY96 and FY99
raises questions about the robustness of the ES
process alone to verify outcomes. It suggests that
in-depth assessments are needed to verify results,
underlining the importance of OED’s PPAR pro-
gram. This conclusion is strengthened by a re-
view of other ratings—institutional development
impact, sustainability, and Bank and borrower
performance. It shows a similar pattern to outcome

2 0 0 2  A N N U A L  R E P O R T  O N  O P E R AT I O N S  E VA L U AT I O N
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Exit FY
FY96 FY97 FY98 FY99 FY00 FY01

% % % % % % % % % % % % % % % % % % % % % % % % 
Change Down Up Total Net Down Up Total Net Down Up Total Net Down Up Total Net Down Up Total Net Down Up Total Net

Outcome a b a+ b a–b

PSR to ICR 8 4 12 4 9 2 11 7 11 2 13 9 7 3 10 4 6 2 8 4 8 1 9 7

ICR to ES 8 1 9 7 5 3 8 2 4 1 5 3 5 0 5 5 5 0 5 5 5 1 6 4

PSR to ES 16 4 20 12 9 0 9 9 14 3 17 11 11 2 13 9 10 2 12 8 13 1 14 12

ES to PPAR 10 3 13 7 9 0 9 9 8 7 15 1 6 8 14 –2 10 10 20 0 n/a n/a n/a n/a
Note: The data for FY01 exits represent a partial sample and reflect the processing of all ICRs through February 2002. In FY01 only two PPARs were done on operations exiting that year.

S u m m a r y  o f  R a t i n g s  C h a n g e s ,  a s  
P e r c e n t a g e  o f  T o t a l  P r o j e c t s  R e v i e w e d  
a t  E a c h  S t a g e ,  F Y 9 6 – 0 1  E x i t s

T a b l e  A 1 . 3



rating changes between the Regions and OED
and within OED. 

For example, the net rating changes on insti-
tutional development impact between ICRs and
ESs in recent years (FY00 and 01) have been pos-
itive (at 1 and 5 percent, respectively), suggesting
that the Regions are more upbeat on this dimen-
sion than OED. Total rating changes are generally
higher within OED’s own ratings (ES to PPAR)
than between the Regions’ ratings and OED’s
(ICR to ES), and net changes have generally been
downward, as with outcome rating changes. On
sustainability, as another example, the rating scale
changed in FY00, making comparisons with pre-
vious years difficult, but for the FY96–99 period,
net changes were consistently over 12 percent

each year, and at the PPAR stage OED changed
ratings downward at least 10 percent of the time.
In FY00 and 01, after the change in rating scale,
the pattern is similar to outcome ratings, with a
net rating change of some 4 percent, in a down-
ward direction.

Overall, these rating changes suggest that the
Regions are more optimistic about development
effectiveness than OED and that the PSR/ICR/ES
process may result in an overly sanguine picture
of development effectiveness. This emphasizes
the need for the independent assessments of op-
erations carried out by OED and suggests that fur-
ther efforts to carry out impact assessments are
needed as proposed under OED’s FY03–05 work
program.

A N N E X  1 — O E D R E V I E W O F I C R S
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Regions are at the center of risk management in
the Bank. To fulfill their mandate with respect to
lending activities, most Regions have set up qual-
ity units or teams, whose function it is to ensure
that risks are adequately identified and assessed,
quality at entry is strong, the active portfolio is
monitored, and management is informed of issues
in a timely way. In the context of this year’s
AROE, OED interacted with the Regional qual-
ity teams to get an overview of their structure and
functions. There are also substantial differences
in the size and scope of these activities. 

The attached matrix captures similarities and
differences. LAC has the most long-standing qual-
ity unit, since 1996; AFR and ECA set up their
units in 1999; and the MNA quality unit is the
most recent, established formally in FY02. LAC
covers up to 20 percent of loans through Quality
Enhancement Reviews (QERs); ECA, as much as
one-half to two-thirds (this latter figure includes
those initiated by Network Anchors). AFR covers
about 5 percent, which translates into a relatively
high number of QERs because of the large num-
ber of credits/loans processed in that Region. In
addition, the AFR quality unit is expanding the
use of QERs to cover supervision activities for se-
lected projects. MNA covered about 10 percent in
FY02 through QERs, while SAR covered 5 per-
cent, and EAP did not initiate QERs.

The Regional quality units do not have a formal
clearance function. In practice, however, they may
be heavily involved because it is difficult for an op-
eration to be channeled to senior management for
approval unless the quality unit’s comments have
been taken into account. In ECA, for example, the
quality unit reviews most Project Appraisal Docu-
ments (PADs), but they systematically review and
clear “informally” all Adjustable Program Loans as

well as all Learning and Innovation Loans. AFR,
ECA, and LAC are active in reviewing both Proj-
ect Concept Documents and PADs.

AFR, ECA, and LAC quality units have adopted
criteria for identifying risky projects, relying on self-
assessments by country and sector managers, and
also using other criteria, such as size, complexity,
or country risk factors. ECA has a risk management
committee, which includes fiduciary and safeguard
staff from within and outside the Region, charged
with looking at a range of implementation issues
that could have a (negative) impact on development
effectiveness. AFR has separate processes for proj-
ects that are considered high risk for implementa-
tion reasons or from a fiduciary perspective. LAC
does a systematic review of pipeline project risks,
both reputational and developmental, once a year
and of active projects twice a year, as part of the port-
folio review. It bases its assessments on inputs from
both country and sector units, as well as fiduciary
and safeguard teams, civil society, the Regional ex-
ternal affairs unit, and its own analysis. As in ECA,
the resulting list of high-risk projects is presented
to a panel of experts from within and outside the
Region, to validate the risks and provide suggestions
for mitigating or managing them.

The MNA quality unit has developed project
readiness filters for each country, comprising
some seven to nine elements, including factors
such as ensuring availability of counterpart fund-
ing for first year of project; designation of key proj-
ect staff; compliance with fiduciary and safeguard
aspects; and identification of appropriate moni-
toring indicators of performance. As in the three
Regions discussed above, MNA reviews Project
Concept Documents (PCDs) and PADs; it also
reviews Project Supervision Reports of all at-risk
projects and all ICRs, and has a Monthly Man-

ANNEX 2: REGIONAL QUALITY TEAMS
A COMPARISON ACROSS REGIONS



agement Report (MMR), which is disseminated
in the Region through the unit’s Web site and re-
viewed monthly by the Regional Management
Team. The MMR includes a section highlighting
critical operational risks for management atten-
tion. This report received high ratings in a survey
of MNA staff (see below).

EAP and SAR, the two most decentralized Re-
gions (roughly 50 and 80 percent of operations
are decentralized, respectively), have a lighter cen-
tral oversight function. EAP pioneered the use of
the readiness filters and has also broadened the
Country Portfolio Performance Review and made
it a quarterly process, concentrating on safeguard
and fiduciary issues, as well as projects at risk. The
CPPR in EAP now also includes projects in the
pipeline. In addition, more recently, EAP has
concentrated on training staff in a wide range of
issues on portfolio and pipeline monitoring and
has taken a somewhat different approach to risk
assessments: for the past three years it has carried
out a Special Operational Review in countries to
identify systemic risks that could affect develop-
ment effectiveness or the reputation of the Bank.
In addition, both SAR and EAP have made proac-
tive use of the Investigation Unit in the Depart-
ment of Institutional Integrity in the Bank, to look
into ongoing projects that are considered partic-
ularly at risk for corruption.

South Asia had a Regional quality enhancement
unit until FY02, when it was disbanded. In its

place, the Region has strengthened oversight in
the country units in the field by hiring operational
advisors in each of the five country offices. This
implies a greater reliance on self-assessments by
country directors who ensure that risks are iden-
tified, assessed, and managed in both the pipeline
and the portfolio. There is central oversight of fi-
duciary risks by the chief financial officer, with
extra resources available for riskier projects. The
Regional Management Team meets monthly to re-
view the quality of the portfolio. 

The Regional quality advisors have a monthly
lunch meeting to share cross-regional experiences.
They also interact to varying degrees with OPCS,
QAG, and Network staff. One issue being ex-
plored by OPCS is the consistency across Re-
gions of criteria for identifying higher-risk projects.
To the extent that the criteria differ, aggregation
across Regions is not reliable; developing a cor-
porate view of systemic risks in lending is chal-
lenging. OPCS plans to have a report on this
aspect soon.

MNA’s Operations and Country Services De-
partment carried out a survey of its staff for feed-
back on the quality unit’s services. Two of the unit’s
products—the Monthly Management Report and
the Regional Guidelines and Business Processes—
were among the highest-rated items in the survey.
It would be useful for the other quality units to
get similar feedback from task managers and sec-
tor and country managers.
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Several years of QAG data are now available on
quality at entry (QAE) ratings, and enough time
has passed since the first Quality at Entry As-
sessment (QEA1) that a number of the operations
assessed by QAG have closed and been assessed
by OED. This note examines the extent of agree-
ment between QAG and OED on quality at entry
as well as the extent to which the QAE ratings are
good predictors of outcome.

OED compared QAG’s QAE ratings, assessed
just after Board approval of the operations, and
OED’s ratings on quality at entry for the same
projects, assessed by OED at the time of exit.
These projects are a partial sample, consisting of
46 closed projects. Table 3.1 shows the results of
the comparison for all four QAE exercises (CY97;
CY98; CY99; and CY00-June 01). If there were
perfect agreement between QAG and OED on the

quality at entry of all the projects, the observations
would fall in the upper left and lower right quad-
rants. Table A3.1 below shows that there was
agreement on 39 of the 46 projects, or in 85 per-
cent of the cases. 

How do QAG’s QAE ratings correlate with out-
comes, as rated by OED at the time of exit? These
are shown in table A3.2 for the 42 projects whose
outcomes were rated by OED at the time of exit.1

Roughly 17 percent of the projects, or 7 out of
42, have different ratings. This is similar to the
level of accord on quality at entry found above.

Another way to look at these figures is to ask
what is the net difference in rating between QAG’s
QAE and OED at exit? That is, of the 42 proj-
ects now closed and rated by both QAG and
OED, what percent was rated by QAG as satis-
factory at entry and what percent had satisfactory

ANNEX 3: QUALITY AT ENTRY, OUTCOMES, AND PORTFOLIO AT RISK
A COMPARATIVE ANALYSIS OF QAG AND OED FINDINGS ON LENDING OPERATIONS

OED: quality at entry
Satisfactory Unsatisfactory

QAG: Satisfactory at entry 39 4

QAG: Unsatisfactory at entry 3 —

Q u a l i t y  a t  E n t r y :  Q A G  a n d  O E D  
R a t i n g s ,  f o r  C l o s e d  P r o j e c t s

T a b l e  A 3 . 1

OED: outcome at exit Total
Satisfactory Unsatisfactory

QAG: Satisfactory at entry 33 6 39

QAG: Unsatisfactory at entry 1 2 3

Total 34 8 42

Q A G ’ s  Q A E  a n d  O E D  R a t i n g s  o n  
O u t c o m e ,  f o r  C l o s e d  P r o j e c t s

T a b l e  A 3 . 2



outcomes rated by OED? Table A3.3 shows these
figures by year of QAG’s QEA and for the total
sample. Thus, of the 42 operations that have
been assessed by QAG for QAE and are now
closed and rated on outcome, QAG found that
93 percent had satisfactory quality at entry, while
81 percent of these projects had satisfactory out-
comes. Thus, the net change (decrease) in ratings
between QAG at entry and OED’s outcome rat-
ings at exit is some 12 percentage points.

The analysis of closed projects is a modest pro-
portion of the total number of operations rated by
QAG for QAE, as 87 percent of the projects rated
by QAG for quality at entry are still active. Table
A3.4 shows a comparison of QAE ratings and the
latest portfolio at risk status. “At risk” signals that
the project has at least three flags and is either con-
sidered “potentially risky” or “risky.” Of the 300
operations rated by QAG for QAE and still active,
79 percent have a Portfolio at Risk status consis-
tent with the QAE rating (satisfactory at entry and
nonrisky, or unsatisfactory at entry and at risk). The
gross change in ratings is thus fairly substantial, at
21 percent.

On a net basis, however, the difference in rat-
ings is much smaller, because projects with both
satisfactory and unsatisfactory quality at entry
ratings have moved into a different status during

implementation. Table A3.5 shows the net changes
in ratings by QEA vintage and for all 300 proj-
ects. For QEA1, for example, of the 69 operations
rated by QAG and by the Portfolio at Risk, 80 per-
cent were rated satisfactory at entry and 80 per-
cent were considered nonrisky in the most recent
Portfolio at Risk, showing no net difference in rat-
ing (although they weren’t the same projects: 9
projects were considered satisfactory at entry but
are not at risk, and 9 projects were considered un-
satisfactory at entry but are not at risk). Overall,
the net change in ratings between QAE rating and
PAR status for the 300 projects assessed by QAG
and still active is 3 percentage points. 

There has been a historic net disconnect of
some 8 to 10 percentage points between the last
supervision rating and OED’s outcome ratings,
as reflected in Evaluation Summaries. Thus, al-
though the Portfolio at Risk status is not identi-
cal to supervision ratings, it too may overestimate
the extent of satisfactory outcomes, as its pri-
mary focus is on implementation progress rather
than on development effectiveness (except for
the one flag that relates to development effec-
tiveness). This suggests that the 3 percentage
point net difference between QAG’s satisfactory
QAE figures and Portfolio at Risk figures may un-
derstate the differences that will emerge in out-
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QEA1 QEA2 QEA3 QEA4 Total

QAG: percent satisfactory at entry 90 92 100 100 93

OED: percent satisfactory outcome 70 85 100 100 81
Note: QEA1 covered operations approved in CY97; QEA2 in CY98 ; QEA3 in CY99 ; and QEA4 covered operations approved from January 2000 through June 2001.

R a t i n g  D i f f e r e n c e s  b e t w e e n  Q A G
Q u a l i t y  a t  E n t r y  a n d  O E D  R a t i n g s
o n  O u t c o m e

T a b l e  A 3 . 3

Portfolio at risk
Nonrisky At risk Total

QAG: Satisfactory at entry 223 36 259

QAG: Unsatisfactory at entry 27 14 41

Total 250 50 300

Q A E  a n d  P o r t f o l i o  a t  R i s k  f o r  
A c t i v e  P r o j e c t s

T a b l e  A 3 . 4



come ratings. Based on the net differences in rat-
ings for the sample of the closed projects (12 per-
centage points) and the net difference in ratings
in the active projects (3 percentage points) it is
likely that the percent satisfactory in QAE ratings
is some 8 to 10 percentage points higher than the
independently validated outcome ratings will
prove to be. In part, this difference is due to

unanticipated factors that come into play in the
process of implementation. 

The overall conclusion is that the trend in
outcome ratings is partly due to the upward trend
in quality at entry. One shouldn’t expect, however,
that the recent increases in the percentage of sat-
isfactory quality at entry will be translated into
equally satisfactory outcomes. 

A N N E X  3 — Q U A L I T Y AT E N T R Y,  O U T C O M E S ,  A N D P O R T F O L I O AT R I S K
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QEA1 QEA2 QEA3 QEA4 Total

QAG: percent satisfactory at entry 80 85 85 93 86

Portfolio at Risk: percent nonrisky 80 77 86 89 83
Note: QEA1 covered operations approved in CY97; QEA2 in CY98 ; QEA3 in CY99 ; and QEA4 covered operations approved from January 2000 through June 2001.

Q A E  a n d  P o r t f o l i o  a t  R i s k  f o r  
A c t i v e  P r o j e c t s

T a b l e  A 3 . 5
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ANNEX 4: FY02 OED SUMMARY WORK PLAN AND RESULTS FRAMEWORK
AS OF MARCH 31, 2002

Objective and Strategy

OED’s mission is to contribute to development effectiveness through excellence and independence in evaluation. Its strategic objectives are to

focus its country, sector, and thematic evaluations on a “higher plane” while enhancing project evaluation quality. It aims to manage its work

through focusing on results, investing in evaluation capacity within the Bank and among borrowers while establishing a healthy and balanced

work environment for all OED staff and members.

FY00 FY01 FY02 FY02 FY02
Regular program Actual Actual Plan YTD Proj. Output indicators

Project evaluations
ICR Reviews
Number 281 280 280 197 280 Plan: 75% completed within 60 days from receipt 

in OED; actual: 71%.
$ Million 1.2 1.1 1.2 0.8 1.2 Plan: 100% completed within 90 days from receipt 

in OED; actual: 80%.
Project Performance Assessment 
Reports (PPARs)
Number 70 70 70 33 70 Increased efficiency in completion time not yet 

achieved.
$ Million 3.1 2.4 3.3 1.7 2.6
Project Impact Evaluations
Number 1 Product discontinued in FY01 for budget reasons.
$ Million 0.1

Country Assistance Evaluations
Number 10 8 7 7 9 100% CAEs delivered to CODE ahead of CAS 

review, where applicable; 7 delivered as targeted.
$ Million 3.4 3.4 3.4 2.2 3.1

Sector and thematic evaluations
Number 6 4 5 2 6 OED input delivered to CODE in advance of SSP 

review, where applicable; 2 delivered as targeted.
$ Million 5.5 5.2 4.0 3.3 4.6

Corporate and process evaluations
Annual reports
Number 2 2 2 1 2 ARDE internal and external formal seminars/work-

shops within three months of completion.
$ Million 1.1 0.8 0.8 0.6 0.8
Process evaluations
Number 1 1 1 0 0 Postponed for delivery in FY03 (HIPC report).
$ Million 0.5 0.1 0.9 1.4 1.6
Other
Number 2 6
$ Million 0.3 0.9 (continued)
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FY00 FY01 FY02 FY02 FY02
Regular program Actual Actual Plan YTD Proj. Output indicators

Evaluation development
Evaluation capacity development
Number 6 7 7 9 9 ECD program with high-intensity support in 9 
$ Million 0.4 0.6 0.7 0.5 0.7 countries and low-intensity support in 9 addi-

tional countries; ECD diagnosis supported in 4 
countries; 2 new Bank loans with substantive 
ECD; support for the establishment of IDEAS, 
draft report on ECD to CODE.

KM, outreach, and learning
$ Million 2.4 3.6 3.3 2.5 3.3 10 KM lessons papers; 29 information 

syntheses packages; 8 knowledge sharing events; 
871 help desk queries; 30 queries disclosure-
related; 400 new documents added to the Gate-
way; 353 contributors to the Gateway; 2 papers 
on “Evolution of the Evaluation Function in the 
Bank”; 45 Précis/FTBs; 4 books; 30 Working 
Papers; 2 Proceedings, Multilingual and external 
Web site content management. Training: 18 Work-
shops; 11 BBLs; 2 courses on “Rapid and Econom-
ical Evaluation Methods” and “Sampling Methods 
for Evaluation”; 2 core programs delivered to ACS 
staff; 120 attendees at Workshops; 145 attendees 
at BBLs; Delivery of “International Program on 
Development Evaluation Training.”

Methods and staff development
$ Million 0.9 0.9 1.3 0.5 1.0 Revised PIF and audit procedures; input to OP/BP 

and ICR guidelines for adjustment operations; 
simplified project evaluation instrument; inputs to 
ICR guidelines for APLs, LILs, and guarantee-
financed operations; tested and refined Country 
Information Form.

Total for regular program 18.9 19.2 19.2 13.4 19.0

ANNEX 4: FY02 OED SUMMARY WORK PLAN AND RESULTS FRAMEWORK
(CONTINUED)
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Each year OED undertakes an evaluation of the
quality, relevance, and efficacy of its own prod-
ucts and services as background for the Annual
Report on Operations Evaluation. Since 1999,
OED has surveyed clients about the quality and
outcomes of its evaluations. The 2001 and 2002
surveys sought views from four sets of client
groups:

(i) Advisors and assistants to Executive Direc-
tors (EDs) 

(ii) Members of country teams in countries
where a CAE has been undertaken 

(iii) Staff in the sector/thematic area on four
sector and thematic (S&T) evaluations

(forestry, gender II, rural development II,
and environment)

(iv) Bank staff in Regions, Network Anchors,
DEC, and WBI. 

The design of surveys, selection criteria for
specific OED products to be included in the
study, and procedures for sample selection are
available on request. The following is a synopsis
of the results. This year’s results are compared to
results from previous years where appropriate.1

Response Rates
The surveys were administered to a total of 3,237
staff over a 15-day period in February 2002. The

ANNEX 5: OED SURVEYS
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response rates ranged from 19 percent to 42 per-
cent and averaged 25 percent across all four sur-
veys compared to 22 percent for the comparable
surveys in 2001.2 The better response rate may be
due to the use of an external tabulation firm and
the assurance of anonymity.

Readership and Usefulness3 

ED staff and Bank staff were asked about the
types of OED evaluations they had read in the past
6 months. The list included country evaluations,
sector evaluations, thematic evaluations, project
audits, and corporate studies. The results are sum-
marized in figure A5.2. Among ED staff who re-
sponded, all had read OED studies, a comforting
finding, as the Board is the primary audience for
OED reports. 

Of the respondents to the general survey of
Bank staff, 68 percent had read at least one OED
product in the previous six months, of which 47
percent reported having read project audits, 35
percent CAEs, and 24 percent corporate studies.
Of the respondents who hadn’t read OED re-
ports, 44 percent noted lack of time. Another 40
percent of the respondents noted that they were
not aware of them or did not know where to find

them. Several new staff member respondents
mentioned their lack of knowledge of OED. 

Among Network members surveyed about the
S&T studies relevant to their work, 35 percent of
respondents reported having read the respective
study, similar to findings last year. An additional
9 percent noted familiarity with the main find-
ings of the S&T evaluations. Of respondents who
had not read the report, 61 percent said they
were not aware of it (compared to 40 percent of
respondents in 2001) and a further 9 percent
could not obtain a copy of it. Given that all the
S&T studies that were the subject of the S&T sur-
veys were available in ImageBank, OED may
need to be more proactive in the dissemination
of studies. Lack of time was a reason for not read-
ing the reports for another 28 percent (35 percent
in 2000–01). 

Respondents who read OED evaluations were
asked to rank usefulness, on a binary scale of use-
ful or not useful. ED staff respondents that read
OED reports continued to find them useful. The
same is true of general survey respondents (figure
A5.3). 

Respondents were asked to comment on the
quality of OED evaluations: timeliness, objectivity,
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methodological soundness, and relevance to the
work, overall quality, and, in some cases, quality
of the recommendations.4 ED staff respondents
rated OED evaluations very high on all dimen-
sions of quality, as they did last year. Respon-
dents to the general survey also rated OED

products high on most dimensions, but in each
case there was a lower percentage of positive re-
sponses from the general staff survey than from
the ED staff survey (figure A5.4a).

On country evaluations, respondents gave rel-
atively strong marks for CAEs’ relevance and time-
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liness, but they found room for improvement re-
garding objectivity and perceived clarity of method-
ology (figure A5.4b). About one-fifth of the 45
respondents to the questions on CAE quality
thought the CAE was of little or no relevance, one-
third rated overall quality as fair or poor, and only
a little over half of the respondents thought they
were methodologically sound. Yet 93 percent of re-
spondents said that if they were to start work on
a new country, they would find a CAE to be use-
ful. On the S&T surveys, over 80 percent of the
75 respondents thought the studies were timely,
and relevant, while 64 percent thought the stud-
ies were methodologically sound (figure A5.4b).

To find out whether views of a CAE improved
over time, OED compared the views on “old”
CAEs undertaken before FY01 and “new” ones un-
dertaken in FY01 or later. Comparing results
from the surveys on CAEs carried out prior to
FY01 to the more recently completed ones reveals
differences that are statistically significant. CAEs
completed before FY01 received more favorable
feedback (table A5.1). It seems unlikely that the
more favorable results on older CAEs are due to
better quality or less controversial CAEs; if any-
thing, OED has recently strengthened its CAE
methodology. A more likely explanation is that as
time goes on, staff either accept more readily the
CAE findings, or with staff and manager turnover,

the new staff and managers look at the evaluation
from a less personal perspective. 

Influence of OED Evaluations
This year, the surveys asked whether the OED
evaluation(s) read by the respondent or its rec-
ommendations influenced the respondent’s view
of development priorities and strategy and whether
they influenced the Bank’s strategy, lending ser-
vices, or nonlending services. Respondents were
asked to rank influence on a four-point scale:
strongly, somewhat, little, or not at all. 

Among ED staff who responded to the survey,
over 85 percent reported that their own views were
influenced either somewhat or strongly by OED
evaluations, in the concerned sector, country, or
in the Bank as a whole (table A5.2). Two-thirds
of ED staff respondents also said that OED eval-
uations influence the way Bank programs and
projects are implemented. Some 75 percent of re-
spondents to both the general survey and the
S&T survey told us that OED evaluations influ-
enced either somewhat or strongly both their
own views of strategy and development policy at
the sector level. Over two-thirds of CAE survey
respondents reported that the CAE influenced
both their own thinking on country strategy as well
as that of the Bank. The percentages of S&T and
CAE survey respondents who reported that the
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evaluation influenced Bank lending and non-
lending operations was lower, at 50 percent to 64
percent. 

Findings on Annual Flagship Reports 
This year’s surveys sought feedback on OED’s
apex reports: the Annual Review of Development
Effectiveness (ARDE) from the ED staff and
Bank staff (general survey) and on the Annual Re-

port of Operations Evaluation (AROE) from ED
staff alone.5 Among ED staff respondents, the
readership or awareness of the AROE (68 percent)
is lower than for the ARDE (84 percent), al-
though almost all ED staff who read these docu-
ments rated them as somewhat or very relevant
to their work. Among general survey respon-
dents, readership of the ARDE is low, at 29 per-
cent. But of those who have read it, 89 percent

A N N E X  5 — O E D S U R V E Y S
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Old CAE New CAE

No. of respondents 20 25

Timely? (Yes) 95 84

Objective? (Yes)a 85 56

Methodologically sound? (Yes)a 80 32

Relevant to work? (very/somewhat)a 95 68

Very relevant 45 24

Somewhat relevant 50 44

Of little relevance 5 28

Not relevant at all — 4

Overall quality (good or better)a 85 56
a. Statistically significant at the 5% level.

Q u a l i t y  a n d  I n f l u e n c e  o f  C A E  
( p e r c e n t )

T a b l e  A 5 . 1

ED staff General CAE S&T 
2001 2002 2002 2002 2001 2002

Number of respondents 56 49 358 45 125 75

Influence your view of strategy 

and development policy

In the sector? 90 90 76a — 71 75

In the country? 84 85 — 66 45 —

In the Bank as a whole? 79 88 — — 56 —

Way Bank projects/programs are 

being implemented? — 67 — — — —

Influence the Bank’s 

Sector/country strategy? — — — 71 — 83

Lending services? — — — 53 — 50

Nonlending services? — — 64 — — 64
a. The question in the general survey asked about influence on the respondent’s own view of strategy/development policy in the sector/country. 

O E D I n f l u e n c e  ( p e r c e n t  s o m e w h a t
o r  s t r o n g l y )

T a b l e  A 5 . 2



thought it somewhat or very relevant to their
work (table A5.3). 

OED Services 
The general survey also aimed to measure the
awareness and usefulness of OED’s various eval-
uation services: project ratings, the OED Help
Desk, summary information such as Précis, les-
sons learned, evaluation summaries, and other
OED Web-based documents. Fifty-eight percent
of the 551 respondents had used at least one of
the services, and of these, 94 percent found them
to be relevant to their work. Of the respondents
who reported not using OED services in the past
six months, 44 percent said they were not aware
that such services existed and another 41 percent
said they had no need of them. 

Results by Demographic Profile
OED thought there might be differences in per-
ceptions of OED work by staff level, particularly
for CAEs, and possibly by headquarters versus
field-based staff. Although demographic infor-
mation was asked on all the surveys except the ED
staff survey, the numbers of respondents by cat-
egory are too small to draw valid conclusions. The
results by demographic characteristic are available
on request. 

Recommendations from Respondents
All surveys asked respondents how they would sug-
gest OED improve the quality of its products
and were provided a list of recommendations the

respondents could check. Table A5.4 presents
their responses. The most frequently checked rec-
ommendations among all respondents were for
OED to broaden both internal and external con-
sultations and to carry out wider dissemination.
Views were more mixed on whether OED should
emphasize ratings more. Over 40 percent of re-
spondents among ED staff and 28 percent of
S&T survey respondents said that more empha-
sis should be put on ratings, while among re-
spondents to the general and CAE surveys, fewer
than 20 percent of respondents thought that
more emphasis on ratings was desirable. 

Implications for OED
These survey results point to two areas of im-
provement for OED—dissemination and method-
ology.

To improve dissemination, OED should work to:
• Engage the Networks in identifying how OED

products can most effectively reach interested
staff. 

• Develop a plan for dissemination of major
products in the approach paper, which should
include a statement about the target audience
and what the dissemination strategy will be.

• Enhance the range of dissemination activities
on which live presentations and workshops
are conducted in addition to paper and Web-
based document distribution. 

• Increase publicity for new evaluation reports. 
• Enhance awareness of OED and products and

services at orientation for new employees.
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ARDE AROE
ED staff General ED staff

No. % No. % No. %

Have read it 40 80 105 29 29 58
Have not read it but aware of its findings 2 4 5 10
Have neither read nor are aware of findings 8 16 16 32
Relevance (% very or somewhat): 42 100 95 89 34 97

Very relevant 57 50
Somewhat relevant 43 47
Of little relevance — 3
Of no relevance — —
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To improve methods, OED should:
• Include an annex in every study, stating the

methods, data sources used, and possible short-
comings and biases in the data. 

• Improve the consultation process within the
Bank. With field office staff, OED should
make greater use of technology such as video
conferencing. 

• Improve consultation with stakeholders outside
the Bank, with an explicit plan for focus groups,
surveys, structured interviews, and other ap-
propriate instruments.

• Continue to work on OED methods for eval-
uation, at the project and country level in par-
ticular. 
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ED survey General survey CAE survey S&T survey

Number 51 373 51 75

Percent responding

Broader external consultation 73 56 36 39

Wider dissemination 51 42 18 44

Broader consultation with Bank staff 41 67 49 59

More emphasis on ratings 41 19 11 28

Less emphasis on ratings 16 21 17 9

Introduce new type evaluation 12 14 —

Track a particular sector/theme 4 9 —

Other 16 40 15

R e c o m m e n d a t i o n sT a b l e  A 5 . 4





5 9

Introduction 
This annex provides an assessment of the impact
of a sample of OED country evaluations on coun-
try strategies and Bank operations. The findings
are based on a study conducted to trace the im-
pact of specific Country Assistance Evaluation
(CAE)1 recommendations on country strategy
and Bank operations. The study included a struc-
tured review of CAEs and CASs and interviews
with CAE and Country Assistance Strategy (CAS)
task managers, country team members, and sec-
tor specialists. The interviews provide lessons to
enhance the CAE process and will supplement
feedback on CAEs obtained from the staff survey
conducted for the AROE. 

Methodology
There were two components to the study. The first,
a “tracer study,” identified CAE recommenda-
tions and tracked their application in country
strategies and Bank programs. It is based on a re-
view of CASs, active country portfolios, and struc-
tured interviews with key Bank staff. The second
included countries that have had more than one
CAE: this study reviewed the extent to which
CAE recommendations have been incorporated
into Bank assistance based on the assessment of
“follow-up” CAEs.

The tracer study had two phases. First, CAEs
were reviewed to distill key lessons and recom-
mendations. This included, where available, in-
terviews with CAE task managers to validate key
points. Each of the CASs that followed was then
rated for consistency with OED recommenda-
tions. The second phase analyzed the extent to
which CAE recommendations have been reflected
in actual assistance. This involved a review of
country lending and nonlending programs and in-

terviews with a sample of country team mem-
bers, based on a questionnaire tailored to each
country. 

Sample
Fifteen countries were chosen from the 52 coun-
try evaluations produced by the OED Country
Evaluation and Regional Relations Unit. Ten
countries were chosen from the sample of coun-
tries that had CAEs in FY98 and FY99 to ensure
that sufficient time had elapsed for some imple-
mentation of the assistance program to have oc-
curred. The CAEs were chosen to ensure that all
Regions were included with at least one country,
and no more than two. These ten countries were:
Albania, Bangladesh, Bolivia, Indonesia, Malawi,
Mozambique, Philippines, Sri Lanka, Ukraine, and
Yemen. The other five were selected on the basis
of having follow-up country assistance analysis by
OED on that country several years later. These five
were: Argentina, Ghana, Kenya, Morocco, and
Zambia. In all cases, the CAEs analyzed were
from 1998 or 1999; for the five countries that had
follow-up country assistance analysis or a second
CAE, the focus was on the earlier CAE; the more
recent analysis was used as a reference only. 

A total of 25 Bank and OED staff were inter-
viewed for both components of the study. This in-
cludes CAS and CAE task managers, country
coordinators, country officers, country econo-
mists, and sector and thematic specialists. 

CASs Are Highly Consistent with CAEs
Overall, CASs are highly consistent with recom-
mendations in OED CAEs. Of the 140 recom-
mendations identified and tracked for the ten
CAEs, only about one-fifth were not reflected in
CASs.2 The level of consistency between OED
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recommendations and Bank strategy was high
across most countries. In Yemen, for example, the
FY99 CAE was said to have prompted efforts to
reduce the autonomy of Project Implementation
Units (PIUs) and to reduce the scope and com-
plexity of projects. In Indonesia, the shift in the
focus of assistance to direct poverty alleviation was
said to have been prompted by the FY99 CAE.
The consistency between OED recommenda-
tions and country strategies is rated moderate in
only one case, Sri Lanka, mainly because no full
CAS has been produced since the FY99 CAE
due to the political situation (a progress report was
produced, however, in FY99). A full CAS was
drafted but was initially on hold pending a reso-
lution to political uncertainty in the country and
is expected to be finalized once the new govern-
ment has prepared a Poverty Reduction Strategy
Paper. According to the country team, CAE rec-
ommendations will become more relevant with
implementation of a full CAS in a less constrained
operating environment. Thus, in most countries
in the tracer study, the CASs were strongly con-
sistent with CAE recommendations. 

The tracer study tried to determine why some
of the recommendations were not reflected in
CASs, to see if there were any patterns that could
provide lessons for future CAE recommenda-
tions. A number of reasons were cited by Bank
staff, including disagreement about overall rele-
vance, or specific recommendations considered ei-
ther too vague and nonactionable or too specific.
CAE recommendations were not addressed in
the following areas:
• Monitoring: CAE recommendations for in-

creased monitoring were not adopted by CASs
in a number of instances. This included es-
tablishing indicators to serve as early financial
crisis warning systems (Albania, Indonesia);
poverty monitoring; environmental monitor-
ing; and setting quality indicators for social ser-
vices. The recommendations were considered
by country teams to be either unnecessary or
too vague to be useful.

• Pace of reform: In some cases, CAE recom-
mendations were considered to be unrealistic
or premature in terms of the proposed pace of
reform. This was particularly the case with rec-
ommendations on privatization in Bangladesh

and Ukraine and devolution in Sri Lanka (where
devolution had to be addressed in the context
of a larger political solution to the conflict).

• Specific instrument or specific ESW. CAE rec-
ommendations for specific pieces of ESW or
specific instruments were not consistently
adopted by the CAS. For example, in Sri Lanka
a range of CAE-recommended nonlending
was not addressed.
In some cases, recommendations not men-

tioned in CASs were later implemented. In two
instances, specific OED recommendations on se-
lectivity were not taken up in the CAS produced
close to the CAE, but were subsequently adopted
(Mozambique, Philippines). In Mozambique, the
CAS went to the Board one month before the
CAE, and although the draft CAE was available
to Bank management, its recommendations may
have been too late to be fully adopted. In the 1997
CAS for Mozambique, the principle of selectiv-
ity was accepted, for example, but it was argued
that it would take some time to implement with
respect to Bank financing because both govern-
ment and donors looked to the Bank to be in-
volved in many sectors. Following a donor strategy
retreat in FY99 and by the time of the next CAS
in 2000, selectivity was further advanced. The
Philippines CAS in FY99, although building on
the FY98 CAE’s recommendations and incorpo-
rating most of them, diverged from a specific
OED recommendation to discontinue lending in
the social sectors, given the riskiness of the port-
folio and the availability of donor funds. The
country team noted that the recommendation,
considered contentious at the time, was later
adopted as no lending in either health or educa-
tion was approved.

Implementation Has Been Less
Consistent with CAE Recommendations
than with CASs 
Implementation varied either somewhat or con-
siderably from the proposed strategy or time-
frame in most of the countries. Implementation
of 45 percent of the recommendations tracked was
weak or absent.3 The most commonly cited rea-
sons were low country capacity and commitment,
and shortfalls on the Bank’s part. In some cases,
unanticipated changes in the operating environ-
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ment and, therefore, in country priorities reduced
the relevance of CAE recommendations or pro-
posed CAS programs. 

Country Factors: 
• Overestimation of country capacity or commit-

ment (Bangladesh, Philippines)
• Unforeseen deterioration in the operating envi-

ronment (governance, Bangladesh; conflict, Sri
Lanka)

Bank factors:
• Shifting priorities impact nonlending programs. In

Albania, the FY99 CAE recommendations for
some nonlending activities taken up in the FY99
CAS were not implemented given changes in the
priority and allocation of country resources, as
well as activities of other donors.

• Pressures to lend result in deviations from strat-
egy. In Kenya the Bank moved from a no-lend-
ing scenario—recommended by OED in its
FY97 CAE and proposed in the FY97 CAS—
to a program of emergency and adjustment
lending. This higher lending scenario was im-
plemented without some of the key gover-
nance-related triggers having been met. In
Morocco, although the FY97 CAS incorpo-
rated many recommendations made by OED
in its FY97 CAE, and some of them were fol-
lowed (for example, a Resident Mission was es-
tablished and ESW has been better
disseminated), there were important devia-
tions between the FY97 CAS and subsequent
lending. In particular, OED recommended
greater selectivity in adjustment lending and a
focus on structural aspects of fiscal problems;
the FY97 CAS base case called for one relatively
small adjustment loan, and focus on fiscal is-
sues was prominent in the CAS. During the pe-
riod covered by the FY97 CAS, however, more
than half of the lending commitments were for
adjustment lending, the triggers to reach the
high-case lending scenario that included higher
adjustment lending were not met, and fiscal
problems were not adequately addressed and
continue today to be a serious concern. 

• Internal Bank incentives inhibit selectivity. In-
ternal Bank incentives were cited as a con-
straint to greater selectivity in lending and

nonlending activities. Examples include
staff/sector units rewarded for projects and
not for nonlending, and mandatory ESW re-
quirements taking up an increasing share of re-
sources, regardless of priorities in the country
concerned (Malawi, Mozambique). 
A number of country officers/coordinators

would have liked more specific guidance on how
the Bank could/should implement CAE recom-
mendations as opposed to strategic goals. For ex-
ample, the country coordinator for Malawi found
that the CAE presented an excellent agenda of the
priorities for government action, but the challenge
the team faced was to find ways the Bank could
effectively support this agenda in the prevailing
country conditions.

In several cases (Albania, Mozambique), PRSPs
or SWAPs were cited as playing an important
role in enabling the Bank to overcome constraints
and making it possible to implement CAE-CAS
proposals relating to consultation, participation,
donor coordination, and country ownership. The
PRSP/MDG process is also noted for highlight-
ing the importance of setting indicators that
country teams hope will assist both CAS M&E
and evaluation in the country (Albania,
Bangladesh).

Country Team Views on the CAEs
The tracer study included a structured interview
with country teams to obtain feedback on the CAE
process as a whole. Bank staff were asked to com-
ment on both the country evaluation process and
product, including the level and nature of inter-
action between OED staff and the Region and the
structure of CAE recommendations. 

Perceived OED impact is mixed. Overall, staff
reported that CAEs provide useful input for the
CAS process and for incoming country directors
and country officers/coordinators. Dialogue with
the country team in preparing the CAE was said
to have been useful in stimulating new approaches
within the team. In other cases, however, CAEs
were said to have reinforced conclusions the Bank
had already arrived at (Bangladesh, Philippines,
Ukraine).

Timeliness. Almost one-third of respondents
said that CAEs needed to be scheduled to allow
sufficient time for lessons to be incorporated into
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Bank strategy. One country economist noted that
the high level of interaction with OED during CAS
preparation had proven “somewhat taxing.” Only
in the case of Mozambique was the CAE thought
to have come too late to influence the CAS.

CAE recommendations should be actionable but
not restrictive. According to respondents, the type
of CAE should vary depending on the type of
country. For countries with an established history
of engagement with the Bank, strategic direc-
tions are considered clearer and detailed sector-
specific recommendations more useful. In-depth
sector analysis was also said to be particularly rel-
evant for big countries with large lending pro-
grams. Many CAE recommendations were found
to be too generic to be useful, or lacking internal
consistency. For example, recommending greater
selectivity without identifying activities to be cut
back, or advocating the mainstreaming of envi-
ronment or gender in the CAS without evidence
from the CAE.

Overly detailed sector recommendations were
seen as inhibiting the flexibility needed by the Re-
gion to respond to changes in the implementing
environment. One example of overly compre-
hensive recommendations is the Mozambique
CAE, which includes sector-specific recommen-
dations in each chapter as well as overall recom-
mendations for country strategy. Identifying
individual potentially monitorable elements from
each recommendation leads to hundreds of in-

dicators, without any clear guidance from the
CAE itself on prioritization. In addition, many
of its recommendations endorsed existing ap-
proaches.

Implications for the CAE Process
The tracer study highlights the need for greater
consistency in both the structure and purpose of
CAE recommendations. Based on the review con-
ducted, suggestions to improve the structure of
CAE recommendations include:

i. Include more specific guidance on how rec-
ommendations are expected to be imple-
mented.

ii. When the CAE is linked to a new CAS, en-
sure it is completed before the CAS is due.

iii. Limit or exercise greater selectivity in the
number of recommendations.

iv. Separate recommendations from endorse-
ment of existing approaches that are already
internalized by the country team. 

v. Specify indicators where relevant.

Changing country conditions and institutional
priorities are liable to make specific recommen-
dations less relevant over time. It is the spirit of
recommendations or the strategic direction of
the CAE that is most important. This points to
the need for self-monitoring and self-evaluation
and the value of follow-up CAEs.
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On July 17, 2002, the Committee on Develop-
ment Effectiveness (CODE) met to discuss the
findings and recommendations of the 2002 An-
nual Report on Operations Evaluation (AROE),
along with the draft Management Response to the
AROE, prior to their both being discussed at the
Board on August 1, 2002.

Background. CODE and the Board review the
OED AROE on an annual basis, as part of their
oversight function to assess, the adequacy of and
progress in the Bank’s control, monitoring, and
evaluation processes. The FY02 AROE provides
a ten-year perspective on developments in risk
management and monitoring and evaluation. It
confirms that solid advances have been made in
M&E and development risk management. But
substantial gaps also still remain. Key recom-
mendations to enhance the Bank’s evaluation and
control framework are that: (a) the Bank design
performance measures to track achievements in
relation to the MDGs; (b) strengthen the evalu-
ation and control framework for sector strate-
gies, partnerships, and grants, including developing
an operational policy for evaluation; (c) improve
self-evaluation and risk assessment at the coun-
try level; and (d) improve and widely disseminate
OED’s evaluation methodologies.

Conclusions and Next Steps. The Committee
commended OED for an impressive report and
welcomed its focus on risk, monitoring and eval-
uation (M&E), and results-based management
(RBM). The Committee endorsed in general
the findings and recommendations of the AROE
and felt that it raised a number of important and
difficult issues, but cautioned that the Bank must
be clear about the limits of outcomes measure-

ment. The committee stressed that the focus on
measuring results will inevitably be complex and
exposes the Bank to risks. Members stressed the
need for evaluation to support better the Bank’s
move toward results-based management, espe-
cially in an environment where accountability of
international institutions has greater visibility.
Management agrees with the overall thrust of
OED’s recommendations. The Board will discuss
the report on August 1, 2002. The revised Man-
agement Response will be shared with the com-
mittee prior to its adoption into the FY03 MAR.

Committee members discussed a number of is-
sues, including risk assessment and mitigation; out-
come measurement and the MDGs; links between
assessment and results; M&E capacity and OED
evaluation methods; and the management re-
sponse to the report. The following specific points
were raised:

Risk Management. The committee asked to hear
more about how management is proceeding in this
area, including the status of the Risk Assessment
Committee. Management noted that risk man-
agement and better risk taking were now widely
accepted as key to securing good development re-
sults and that the challenge was to integrate the
many control mechanisms already in place across
the Bank into a more coherent framework. Mem-
bers would have appreciated a broader focus on
risk beyond development and operational risks.
The DGO noted that while this report focused
on development risk, other aspects of risks were
being addressed in other committees. The com-
mittee agreed with the AROE’s recommendation
that an integrated risk management frame-
work was essential to address all aspects of risks
facing the Bank. The committee stressed that it
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would be essential to look more carefully at
how to align incentives and processes to improve
risk management, and to avoid layering heavy and
costly controls onto Bank operations.

Outcome Measurement and the MDGs. The
committee recognized the limited collective abil-
ity of the Bank and its partners to measure
outcomes and address attribution issues at the
country level. The committee stressed the need
for the Bank to be clear about the limits of out-
comes measurement, including with respect to the
MDGs, to avoid unrealistic expectations and
heightened reputational risk. It also stressed the
importance of moving quickly to develop some
intermediate indicators to allow the Bank to track
progress. OED said that the next AROE will
focus on the MDGs and that it would benefit from
management’s ongoing work on measuring for re-
sults.

Links between Assessments and Results. The
committee said it would like to hear more about
the links between results and OED’s evaluation
approaches. The DGO highlighted that evalua-
tion had demonstrably improved the Bank’s per-
formance, especially at the project level, and that
it was now crucial to fill the evaluation gaps at the
country and the global levels. Some speakers said
it would have been helpful if the paper had high-
lighted more strongly where OED feels internal
arrangements are resulting in better outcomes
for borrowers, and how best to address concerns
about gaps in the methodology. OED pointed
to prior evaluations dealing with various aspects
of the question and concluded that areas in the
Bank’s programs with weaker risk assessment
processes tended to have poorer outcomes and per-
formance. Speakers noted that accountability
within matrix management, including with re-
gard to the role of the Regions and networks in
quality assurance, remained a challenge and they
suggested that it would be useful for CODE to
revisit this issue.

The committee noted that programmatic lend-
ing presented particular challenges to evaluation
and to tracking results and asked for further work
by OED about the relative merit of investment
versus programmatic lending. The committee

agreed with OED’s proposal to strengthen the con-
trol and evaluability of grant-funded Bank activ-
ities. Some also supported applying the same
control and evaluation standards for tradi-
tional investment loans to grant funds, as a
way of increasing accountability and results. OED
informed the committee that it is working with
management on addressing the challenges pre-
sented in evaluating programmatic lending, given
its longer time frame and objectives.

M&E Capacity and Evaluation Methods. The
committee was cautious about supporting OED’s
recommendation that monitoring and evalua-
tion (M&E) be made a fiduciary requirement.
OED noted that there is a statutory requirement
to undertake an evaluation on every lending op-
eration at completion and that M&E is man-
dated as a requirement as well. Members requested
more information on the implications of rigorous
implementation of such a requirement for the
Bank and for its clients. Members raised other is-
sues related to M&E, including the importance
of the Bank as a knowledge Bank making
demonstrable progress in its efforts to build
countries’ capacity for M&E. It would be im-
portant to encourage country ownership and
management of M&E systems, but at the same
time to avoid building institutional enclaves.
Members also stressed the urgency of OED and
management agreeing on an approach to coun-
try evaluations. The committee encouraged ef-
forts to incorporate the views of clients and the
expanded use of tracer studies into OED’s self-as-
sessments. Management informed the committee
that it, with OED’s advice, was well advanced in
the development of an umbrella operational pol-
icy for evaluation.

Board and Committee Review of Annual Re-
ports. A member suggested that in the future it
would be useful for papers coming for Commit-
tee and Board review, including the Annual Re-
ports on Evaluation, to state clearly in the paper
the reasons for Board consideration; areas in
which Board comment was being sought; the
choices open to the Board; and the actions ex-
pected of the Board. OED noted the committee’s
request for more specificity in its reports on what
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was being sought from the Board and also noted
member’s requests for more detailed recommen-
dations. OED underlined that CODE and the
Board were the main clients for the apex reports.

Management Response. The committee wel-
comed the alignment of the management re-
sponse with the AROE’s recommendations but
would have appreciated more specificity with
respect to the actions management planned to

take to address the AROE‘s recommendations.
It was agreed that management will update its re-
sponse to OED’s recommendation regarding per-
formance measurement in the context of the
Board’s discussion of the report and the Devel-
opment Committee’s review of the paper Better
Measuring, Monitoring, and Managing for Devel-
opment Results in September 2002.

Pieter Stek, Chairman

A N N E X  7 — C H A I R M A N ’ S S TAT E M E N T: C O M M I T T E E O N D E V E L O P M E N T E F F E C T I V E N E S S  ( C O D E )

6 5





6 7

Chapter 2
1. Over ten years up to FY89–91, the propor-

tion of unsatisfactory outcomes of lending oper-
ations had increased from 13 to 34 percent and
the share of problem projects in the portfolio,
from 10 to 17 percent. 

2. OED’s Review of Aid Coordination and the
Role of the World Bank, Report No. 19840, Octo-
ber 1999, found that survey respondents (Bank
staff, government officials, and donor representa-
tives) thought that aid coordination was highly rel-
evant for poverty reduction, but were neutral to
negative in their assessment of the impact of aid
coordination on poverty reduction (pp. 9–16). 

3. AROE 2000–01, pp. 11, 21–22.
4. Evaluation of the World Bank’s Knowledge

Services and The World Bank’s Approach to Global
Programs: An Independent Evaluation.

5. Bank research found evidence that IBRD bor-
rowers prefer other sources of financing (domes-
tic, bilateral, Regional) to Bank funding for
infrastructure such as dams, slum upgrading, trans-
portation. 

Chapter 3
1. For example, if benefits were delayed by a year,

if costs went up or output prices declined by 10
percent, etc.

2. Management notes that appropriate and con-
sistent identification, mitigation, and management
of risks are just as important in investment proj-
ects as in adjustment operations, with the record
showing no significant difference in the treatment
of risks between the two lending instruments.

3. AROE 2000–01, p. 11. 
4. An OED study of grant programs made five

specific recommendations (see Précis 224, “Grant
Programs: Improving Their Governance”). OED’s
ongoing evaluation on Global Programs reviews
progress on each of them. 

5. “The World Bank’s Approach to Global Pro-
grams: An Independent Evaluation,” March draft,
p. 36.

6. This applies equally to partnerships. Some
progress has been made recently by DGF guide-

lines on in-house secretariats, but DGF still needs
to strengthen the arm’s-length relationship with
programs that are essentially carried out within the
Bank, such as the Public-Private Infrastructure
Advisory Facility.

7. To establish a baseline for the ongoing qual-
ity improvement effort, QAG, at the request of
management, reviewed the quality of CPARs and
CFAAs carried out between January 2000 and
June 21 (prior to their being mainstreamed as
ESW products) and found, as expected, that the
quality was lower than for ESW, when measured
against the same standards. 

8. Relevant IMF instruments are the Code of
Fiscal Transparency, Safeguard Assessments (re-
lating to central banks), and Red Cover Reports.
In December 2001 the Bank and several partners
launched the Public Expenditure and Financial Ac-
countability Program to reduce transaction costs
borne by client countries from potentially over-
lapping diagnostics. The program will inventory
diagnostic instruments and develop a compre-
hensive approach to their use. 

Chapter 4
1. Management believes that this conclusion

neglects the fact that Regional sector managers re-
port to both Network and Regional sector man-
agement.

2. In an attempt to compare OED and QAG
findings on ESW, we found only 13 reports that had
been assessed by both OED and QAG out of a total
265 examined by QAG. OED looks at ESW pri-
marily in the context of country, sector, and thematic
evaluations, and often relies on QAG evaluations
for assessment of quality. For the 13 products that
OED had reviewed, there were few disagreements,
and they focused mainly on likely impact (assessed
by QAG) versus actual impact (assessed by OED).

Chapter 5
1. Inspection Panel Reports are simultaneously

distributed to the Board and senior management.
2. Management notes that although manage-

ment and staff have considered the OED method-
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ology in some detail, there is no consensus that it is
the tool needed for more consistent self-evaluation.
As noted in figure A5.4b of Annex 5 of this report,
the quality of Country Assistance Evaluation method-
ology is an issue. To address the challenge of im-
proving self-evaluation in country assistance strategies,
management will focus on this topic in its on-going
work on better measuring, monitoring, and man-
aging for results; a report is scheduled for discussion
by Executive Directors in September 2002.

3. “Measuring Outputs and Outcomes in IDA
Countries,” Board paper prepared in context of
IDA13 replenishment process.

Chapter 6
1. Even in a performance-based evaluation sys-

tem, it is useful to have background documentation
of the process by which a given strategy was arrived
at, or a project design put in place, to learn from
successes and mistakes. Such documentation has be-
come scarcer since decentralization and email.

2. “Building Staff Capacity for Development:
A New Learning Framework,” May 2001, p. 2.

Chapter 7
1. The tracer study was a desk review of Bank

documents, supplemented with interviews of Bank
staff. Several of the countries mentioned here have
had more recent CAEs; the period reviewed was
between the earlier CAE (FY98 or 99) to De-
cember 2001. A more detailed presentation of
the tracer study is in Annex 6. 

2. Management does not concur with this in-
terpretation of events. The lending in question was
in response to opportunities to assist clients in areas
of strategic priority.

Chapter 8
1. Management notes that the record shows no

significant difference between adjustment and in-
vestment lending instruments in the extent to
which risks are appropriately and consistently
identified, mitigated, and managed.

2. OED has been carrying out sector-, the-
matic-, and country-level evaluations for over five

years, but for purposes of an operational scorecard
that measures performance in a consistent and
regular way, and to enhance organizational learn-
ing, self-evaluation at all levels must be strength-
ened.

Annex 1
1. The drop in the assessment ratio after FY96

reflects the agreement between OED and the
Board to reduce the percent coverage to allow
OED to focus on evaluations at a country, sector,
and thematic level.

2. For FY96, this translates into a total of 63
ICRs with satisfactory or better performance in-
dicators for the future out of a total of 180 ICRs
reviewed, or a rate of 35 percent satisfactory; for
FY01, the corresponding number is 53 percent.
For the plan for monitoring and evaluation, a total
of 53 ICRs were rated satisfactory or better out
of 180 ICRs reviewed for FY96 exits, for a rate
of 29 percent; the corresponding figure for FY01
exits is 34 percent. The projects themselves may
have had such indicators or plans for monitoring
and evaluation, but the ICR did not reflect this.

3. QAG uses the term “net disconnect” to de-
scribe differences in rating changes between op-
erations and OED. This term is defined as, “the
difference between the percentage of projects
rated as unsatisfactory by OED and the percent-
age rated by the regions in the final PSR as un-
satisfactory for achieving their development
objectives.” The term “net disconnect” applies to
only one of the four instances for “rating change.”

Annex 3
1. Four of the 46 closed projects were not rated

for outcome. They were: (i) Mexico’s Federal Roads
Modernization Loan, $475 m, never signed, with-
drawn 18 months after Board approval, with-
drawn because of lack of counterpart funds and
difficulties in implementing resettlement; (ii) Mex-
ico’s Aquaculture Loan, $40 man, cancelled after
three years with only $1 man disbursement; Min-
istry of Finance did not agree with project; (iii) In-
donesia’s Maluku Regional Development Project,
$16.3 man, cancelled after about two years due to
civil unrest; and (iv) Russia Second Highway Re-
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habilitation and Maintenance Loan, $400 man, al-
lowed to lapse nine months after Board approval
because conditions for effectiveness (PIU) were not
met. All four of these were considered satisfactory
by QAG at the time of entry.

Annex 5
1. In 1999, OED piloted very short surveys on

S&T evaluations and CAEs, PPARs, ICR Re-
views, and Outreach. The following year the sur-
veys were substantially changed. This year, sampling
was somewhat different than last for the CAE
surveys and the wording in some questions was also
changed to make the meaning clearer. In both
1999 and 2001, the number of responses to some
of the surveys and some questions was low. Com-
parisons of this year’s survey results with previous
year’s survey results are therefore valid only for cer-
tain questions in some of the surveys, and these
are presented here.  

2. The response rate in 1999 for CAEs was 39
percent (n=41) and for S&T evaluations was 46
percent (n=59).

3. In 1999, the survey targeted the various
OED publications products: working series, FTBs,
précis, evaluation reports, etc. No individual
breakup of the evaluation reports was undertaken.
Hence results from 1999 are not comparable.

4. Respondents also rated the evaluation on
quality overall using a 4-point scale: excellent,
good, fair, and poor. A scale of highly satisfactory,
satisfactory, unsatisfactory, or highly unsatisfactory
was used in 2000–01.

5. The AROE reviews the control and evalua-
tion frameworks in the Bank and is not directly
relevant to operational staff.

Annex 6
1. For the purposes of this note, the term CAE

refers to all OED country evaluations, including
early evaluations entitled “Country Assistance Re-
view” and “Country Assistance Note.” 

2. Recommendations are not weighted for sig-
nificance.

3. Recommendations are not weighted for sig-
nificance.
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